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MONDAY,  TUNE  30,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  call,  at  10.15  o'clock  a.  m.  in  the 
committee  room.  Senate  Office  Building,  Senator  George  P.  McLean 
presiding. 

Present^  Senators  McLeaii  (chairman),  Page,  Gronna,  Norris, 
Calder,  Newberry,  Keyes,  Hitchcock,  Pomerene,  Fletcher,  Hender- 
son, and  Walsh. 

Present  also,  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency ;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency ;  Mr.  Wade  H.  Cooper,  and  others. 

The  committee  had  under  consideration  the  nomination  of  Mr. 
John  Skelton  Williams  as  Comptroller  of  the  Currency. 

The  Chairman.  This  meeting  was  called  for  the  purpose  of  con- 
sideration of  the  nomination  of  Mr.  John  Skelton  Williams  for 
Comptroller  of  the  CuiTency. 

Senator  Pomerene.  The  committee  went  fully  into  tliis  at  the 
last  session,  taking  a  large  amount  of  testimony.  If  there  is  any 
new  testimony,  I  can  understand  why  that  should  be  heard,  but 
if  it  is  simply  a  repetition  of  the  old  testimony,  haven't  we  the  full 
record  ? 

The  Chairman.  Senator  Pomerene,  you  will  remember  that  along 
near  the  close  of  the  hearing  last  session  the  Kiggs  Bank  became 
involved.  The  Comptroller  brought  an  action  against  the  bank, 
and  some  portions  of  tibat  record  were  put  into  the  hearings.  The 
president  of  the  bank  notified  me  shortly  after  the  close  of  last 
session  that  he  wanted  to  be  heard  if  Mr.  Williams's  name  was  sent 
in  again.  I  notified  him  and  he  said  he  would  be  here,  and  he  was 
very  anxious  to  be  heard. 

Senator  Pomerene.  I  am  not  objecting,  if  there  is  any  new  testi- 
mony.   If  there  is  any  new  testimony,  of  course  we  should  hear  it. 

The  Chairman.  That  would  be  in  the  nature  of  new  testimony. 

Senator  Pomerene.  But  if  it  is  simply  a  repetition  of  what  we 
had  had  heretofore,  it  seems  to  me  we  nave  that  already  in  printed 
form,  so  that  it  would  save  the  committee  a  lot  of  time. 

The  Chair3ian.  We  ought  not  to  go  over  that  again. 

Senator  Fletcher.  My  recollection  is  that  the  extent  to  which 
Riggs  Bank  was  involved,  and  the  relevancy  of  it  to  this  matter, 
was  voted  on  by  the  committee,  and  the  committee  decide-d  that 
there  was  nothing  in  regard  to  the  Riggs  Bank  that  had  any  bearing 
here,  and  there  was  no  need  for  their  being  heard.  Was  it  not 
voted  on  by  the  committee  ? 

Senator  Norris.  As  I  remember  it  now,  I  expected  the  Riggs 
Bank  to  be  present,  but  they  did  not  come.  As  far  as  I  am  person- 
ally concerned,  I  do  not  care  whether  you  have  any  hearings  or  not. 
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But  there  are  some  new  members  of  the  committee.  I  have  no 
objex,*tion  to  hearing  I  was  as  patient  as  I  could  be,  and  att4?snded 
the  hearings  l)efore.  There  was  a  good  deal  of  it  that  I  thought 
was  chaff.  But  I  am  willing  to  go  into  it  again,  particularly  if  the 
new  meml)ers  want  to,  or  if  there  is  something  new.  As  far  as  I 
am  personally  concerned,  I  do  not  care  whether  you  have  a  syllable 
more.  I  am  ready  to  vote  right  now.  But  I  realize  that  especially 
the  new  meml)ei-s  of  the  committee  may  not  be  prepared  to  vote. 
Senator   Pomerkne.    There  is  no  doubt  about   that.     Mv   onlv 

«  « 

concern  was  to  avoid  rei>etition. 

Senator  Xorris.  I  would  like  to  do  that  too. 

Senator  Pomerene.  We  have  the  testimony  here,  and  thev  will 
all  be  interested  in  reading  it.  But  you  can  read  the  testimony 
very  niuch  moiv  quickly  than  you  can  sit  here  and  hear  it  a  second 
time. 

The  CiiAiR^Lvx.  Mr.  Cooper,  have  you  anything  to  present  to  the 
committee? 

STATEMENT  OF  MR.  WADE  H.  COOPEE,  OF  WASHINOTOK,  D.  C. 

Mr.  Cooper.  Mr.  Chairman  and  Senatoi's,  I  do  not  know  whether 
you  want  to  go  into  the  record  any  further  or  not.  But  I  do  think 
you  ought  to  know  what  has  transpired  since  the  adjournment  of 
Congi'eas.  ^ 

Senator  Norris.  Mr.  Chairman,  unless  some  other  membei*, 
particularly  the  new  membei's  who  have  come  in,  desire  to  take  a 
different  course,  I  would  suggest  that  Mr.  Cooper  l)e  requested  to 
confirm  whatever  he  has  to  say  to  things  that  have  happened  since 
the  committee  had  this  matter' up  in  the  last.  Congress. 

The  Chairman.   Yes;  I  think  it  is  well  to  understand  that. 

Mr.  CooPEif.  That  is  what  I  intended  to  do.  I  state  hei-e  the 
charges  at  the  last  session,  and  then  I  say: 

I  now  doHlro  to  Kupplement  the  al)ove  charjrc»s  with  the  foUowliij:: 
Sixteenth:  That  John  SkeUon  WUllnnis,  since  tlie  last  session  of  Congress, 
in  order  to  gratify  his  revenge  towanl  me  for  appi*aring  In  opposition  to  his 
eontinnation.  in  violation  of  his  promise  that  there  would  be  no  reprisals  as 
to  i)ersons  wlio  at^peared  apiinHt  him.  and  in  utter  violation  of  the  executive 
sessions  of  the  Hanking  and  Cnrreney  Conunlttee,  which  he  has  treate<l  with  c<m- 
tempt,  and  in  violation  of  his  oath  of  offlee  to  prote<*t  the  banks  under  his 
supervi»i<»n,  has  eirculate<l  or  caused  to  be  cinndate<l  numerous  I1l)eious  circulars 
In  different  parts  of  the  country  reflecting  upon  me  and  my  brothers,  with  the 
single  hoiw*  of  discrediting  me  and  destroying  the  banks  of  whi<*h  1  am  presi- 
dent, espe<'ially  the  United  States  Savings  Bank  of  Washington,  as  well  as 
all  the  banks  in  which  my  brothers  are  interestwl  in  the  South.  This  libelous 
circular,  with  some  amendments,  rei>eates  and  reaflilrms  the  statements  which 
he  made  before  the  Banking  and  Currency  Committee  to  the  effect  that  I  ha<l 
obtaine<l  by  false  pretenses  about  $65,000  from  the  I ■nite<l  States  Savings  Bank 
by  sale  of  some  of  Its  lM>nds:  that  I  luui  obtaineil  about  $25,000  from  a  bank 
in  Georgia  by  a  sale  of  <*ertaln  bonds  of  the  same  issue.  l^>th  of  these  state- 
ments were  shown  to  be  absolutely  false  bef<u*e  the  conunlttee  and  the  facts 
distorted,  twisted,  and  misrepivsentwl  by  John  Skelton  Williams,  in  an  at- 
tempt to  rette<'t  uiM)n  me.  His  sole  aim  and  object  was  to  create  a  "run" 
on  some  or  all  of  the  banks,  especially  up<m  the  Unite<l  States  Savings  Bank. 
I  understand  that  he  lnquire<l  of  the  party.  **  What  would  hapi>on  to  the  stock- 
holders i>f  that  bank  If  It  should  have  a  run."  thereby  establishing  conclusively 
that  his  purixu'se  was  to  reflect  ui><ui  me  and  to  create  a  "run"  on  tin*  United 
States  Savings  Bank  by  circulating  these  scandalous  and  lllvelous  circulars  In 
different  parts  of  the  city  of  Washington,  as  well  as  the  different  parts  of 
the  South  and  other  parts  of  the  country. 
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Senator  Groxna.  Mr.  Cooper,  I  do  not  want  to  interrupt  you  if 
you  prefer  to  go  on,  but  rather  than  have  you  go  into  this  matter 
again,  which  I  assume  will  take  a  long  time,  because  we  heard  you  at 
the  last  session,  when  you  make  a  statement  that  Mr.  Williams  has 
done  so  and  so,  I  wish  that  you  would  produce  the  letters,  or  produce 
some  tangible  evidence  that  he  has  done  so.  I  do  not  mean  to  say 
this  because  I  disbelieve  your  statement,  but  I  believe  the  committee 
ought  to  have  some  facts. 

Senator  Norkis.  I  agree  with  you  fully,  Senator,  but  let  me  suggest, 
as  I  undei-stand,  Mr.  Cooper  is  simply  reading  his  written  charges. 
They  will  not  be  given  aaiy  consideration  unless  he  substantiates  them 
by  proof  of  the  facts  that  he  alleges.  It  is  like  a  petition  in  court. 
I"  suggest  we  let  him  read  his  written  charges,  and  then  take  up  the 
proof,  if  he  has  any. 

Senator  Gronna.  The  reason  I  suggest  this  at  this  time  is  that  the 
committee  took  up  considerable  time  on  matters,  I  believe,  that  should 
not  have  been  brought  to  the  committee,  and  as  one  member  of  the 
committee,  unless  you  have  something  that  I  would  consider  proof,  I 
would  not  be  willing  to  take  the  time  to  listen  to  it.  I  want  it  under- 
stood, as  far  as  I  am  concerned,  that  I  am  not  willing  to  devote  all 
this  tjme  simply  to  hearing  charges  made,  unless  they  can  be  sub- 
stantiated. 

Senator  Xorris.  For  instance,  now,  he  has  made  a  charj^e  that 
Mr.  Williams  has  circulated  reports  detrimental  to  the  bank  smce  the 
last  Congress.  That  is  one  of  the  charges  he  had  already  read.  Of 
course,  if  it  rests  only  on  the  charge,  I  would  not  give  it  any  consid- 
eration. But  I  would  prefer  to  let  him,  as  a  lawyer  would  in  court, 
read  his  entire  petition  and  then  take  up  the  proof — ^whatever  he  has, 
for  instance,  on  that  charge.  But  I  do  not  oelieve  it  would  expedite 
matters.  Senator,  if  we  stopped  him  in  his  charges  to  take  proof  as 
we  went  along.  Why  not  let  him  read  the  whole  charge  and  then 
take  proof? 

Senator  Gronna.  It  was  not  my  intention  to  stop  him  at  all,  ex- 
cept to  call  attention  to  the  way  I,  at  least,  would  like  to  have  Mr. 
Cooper  proceed. 

Senator  Norris.  Of  course,  that  is  for  the  chairman  to  decide. 

The  Chairman.  Mr.  Cooper  is  a  lawyer,  and  I  supposed  he  was 
reading  what  he  intended  to  prove  later.  I  assume  that  is  so,  is  it 
not,  ^.  Cooper? 

Mr.  Cooper.  Yes,  sir. 

Senator  Gronna.  If  that  is  understoond,  of  coui'se,  I  have  no 
objection. 

Mr.  Cooper.  Mv  statement  continues: 

In  hiR  circular,  which  he  has  clrciUatecl  from  the  office  of  the  ComptroUer  of 
the  Ciirrencj*.  he  did  not  mention  a  single  charge  whlcli  I  had  preferred  against 
liim  or  the  proof  offered  to  sustain  tlie  charges,  yet  in  his  circular  lie  announced 
that  lie  was  giving  "  the  facts  of  the  matter  involved,"  thereby  again  demon- 
strating how  utterly  impossible  it  Is  for  him  to  be  fair,  honest,  and  tnihful, 
when  he  Is  using  the  machinery  of  his  office  in  the  cowardly  attempt  to  discredit 
juid  destroy,  if  possible,  the  character  of  a  man,  as  well  as  an  institutk)n  in 
which  so  many  iieople  are  interested.  Whether  his  act  was  and  is  that  of  a 
cniven  and  a  coward  and  a  dastanlly  assassin,  I  shall  leave  for  you  to  de- 
termine— 

Senator  Pomerexe  (interrupting).  I  am  not  going  to  sit  here  and 
listen  to  invective.    I  want  to  know  the  facts.    We  will  determine 
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whether  the  things  are  true  or  not.  For  one  member  of  the  com- 
mittee, I  protest  against  that. 

Mr.  Cooper.  I  will  withdraw  that,  Senator. 

Senator  Norris.  I  think,  too,  that  is  an  argument  and  a  conclusion 
that  is  to  be  drawn  from  evidence.  If  he  wants  to  state  the  charges 
before  the  proof  is  offered,  he  can  just  state  what  he  expects  to  prove 
without  arguing  questions  as  he  goes  along. 

Mr.  Cooper.  That  finishes  that  charge. 

Seventeenth.  That  as  director  of  finance  of  the  United  States  Raihroad  Ad- 
ministration he  wrongfully,  corruptly,  and  unlawfully  sat  quietly  by  and  by  his 
act  ratified  and  approved  a  contract  whereby  the  United  States  Government 
entered  into  a  contract  to  pay  the  Georgia  &  Florida  Railroad,  a  little  line  run- 
ning from  Augusta,  Ga.,  to  Madison,  Fla.,  the  sum  of  $88,000  per  year  net  rental 
for  said  railroad  when  the  said  railroad  was  and  is  hopelessly  insolvent  and 
had  sustained  a  net  loss  of  about  $513,000  for  the  year  previous.  In  elucidation 
and  explanation  of  the  foregoing  statement  I  beg  to  say  that  this  little  railroad 
was,  is,  and  for  several  years  has  been  in  the  hands  of  receivers ;  that  its  stock 
is  regarded  as  utterly  worthless ;  that  its  bonds  are  regarded  as  little  more  than 
worthless;  that  this  road  was  manipulated  and  operated  by  John  Skelton 
Williams  at  or  about  the  time  he  became  CJomptroUer  of  the  Currency;  that 
his  brother,  Langbourne  WUllams,  is  and  has  been  one  of  the  receivers  for  the 
road  for  some  time;  that  upon  a  proper  investigation  it  is  believed  that  i(  wiU 
be  shown  that  the  said  John  Skelton  Williams,  as  director  of  finance  of  the 
United  States  Railroad  Administration,  was  influenced  by  reason  of  his  own 
selfish  interest  in  the  said  road,  or  the  interest  of  his  brothers  in  the  said  road, 
to  permit  the  United  States  Government  to  enter  into  such  a  contract  as  above 
described,  and  shows  him  to  be  incompetent  and  unfit  to  hold  any  public  office. 

I  may  say  that  the  reports  show  that  the  above  railroad  sustained  a  deficit 
for  the  year  1917  of  $518,991,  a  deficit  for  the  year  1916  of  $557,408,  a  deficit 
for  the  year  1915  of  $636,558,  a  deficit  for  the  year  1914  of  $461,197,  a  deficit 
for  the  year  1913  of  $403,234,  and  a  deficit  for  the  year  1912  of  $2454277. 

But  notwithstanding  this  record  the  Government  on  or  about  November  1, 
19li8,  entered  into  a  contract  to  pay  this  road  the  sum  of  $88,000  net  per  year 
for  rental,  as  the  records  in  the  ofllce  of  the  Director  General  of  Railroads 
should  show.  This  road  is  known  as  a  little  "  Jerk-water  "  line,  and  it  is  not 
believed  that  it  could  possibly  be  any  advantage  whatever  to  the  Government 
during  the  war  or  at  any  other  time. 

Eighteenth.  That  he  is  utterly  unfit  to  be  clothed  with  so  much  power  and 
authority  as  is  given  him  as  Comptroller  of  the  Currency ;  that  he  prostituted 
the  power  and  authority  of  his  ofllce  for  the  purpose  of  discrediting  and  destroy- 
ing banks  and  bankers  who  happen  to  oppose  him  or  any  of  his  plans,  as  he 
did  in  the  case  of  the  Riggs  National  Bank,  as  he  did  in  the  case  of  the  First 
National  Bank  of  Canton,  Pa.,  of  which  Congressman  McFadden  is  president, 
as  he  did  in  the  case  of  the  First  National  Bank  of  Pell  City,  Ala.,  of  which 
Mcl.«an  Tilton  was  president,  as  he  did  In  my  own  case,  and  has  done  in  other 
cases. 

Nineteenth.  That  his  past  record  shows  him  to  be  utterly  incompetent  and 
incapable  of  disdiarging  the  important  duties  devolving  upon  him  as  Comp- 
troller of  the  Currency ;  that  his  past  record  shows  that  practically  every  enter- 
prise or  institution  with  which  he  has  been  connected  has  proven  financially 
disastrous ;  that  this  Is  illustrated  in  the  case  of  the  Seaboard  Air  Line  Rail- 
road, which  he  operated  and  manipulated  and  which  finally  collapsed  and  went 
into  hands  of  receivers;  that  this  Is  also  illustrated  in  the  case  of  the  firm  of 
.Tohn  L.  Williams  &  Son,  in  Richmond,  in  which  he  was  a  controlling  factor, 
and  which  had  a  creditors'  committee  appointed  to  take  charge  of  its  affairs ; 
that  this  is  further  illustrated  in  the  case  of  the  Georgia  &  Florida  Railroad, 
above  referred  to,  in  which  he  was  a  controlling  factor,  and  which  finally  col- 
lapsed, and  went  into  the  hands  of  receivers  on  March  25,  1915. 

Twentieth.  That  he  has  grossly  neglected  his  duties  as  Comptroller  of  the 
Currency ;  that  he  knows  nothing  of  tiie  actual  condition  of  the  national  banks 
of  the  country,  and  his  claim  to  the  contrary  is  rank  hypocrisy;  that  he  in- 
quires into  the  condition  of  banks  only  when  some  bank  or  banker  happens  to 
displease  him ;  that  he  misuses  and  abuses  the  power  of  his  office  In  an  attempt 
to  discredit  or  destroy  such  banks  or  bankers  as  he  has  done  in  the  cases 
Above  referred  to.  That  he  knows  nothing  of  the  actual  condition  of  banks 
Is  well  Illustrate^  In  the  failure  of  the  Heard  National  Bank  of  Jacksonville, 
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Fla.,  a  couple  of  years  ago.  This  bank  was  organized  about  the  time  John 
Skelton  Williams  came  into  ofllce.  with  a  capital  of  $1,000,000  and  a  surplus 
of  a  quarter  of  a  million  dollars ;  that  said  bank  within  the  space  of  two  or  three 
years  closed  its  doors,  due  to  gross  negligence  of  John  Skelton  Williams  as  Comp- 
troller of  the  Currency ;  that  upon  the  morning  it  closed  its  doors  I  personally 
called  on  Comptroller  Williams,  as  I  was  interested,  and,  upon  making  Inquiry  of 
him  about  the  failure  of  the  Heard  National,  the  only  information  I  got  was 
that  I  was  giving  him  "  advance  information.*' 

Twenty-first  That  his  old  firm  of  John  L.  Williams  &  Sons,  at  Richmond,  had 
an  account  with  the  Commercial  National  Bank  of  Washington ;  that  they  had 
different  loans  with  said  bank,  secured  by  said  worthless  stock  or  near-worth- 
less bonds  of  the  above  Georgia  &  Florida  Railroad ;  that  said  loans  were  fre- 
quently much  in  excess  of  the  market  value  of  the  said  worthless  or  doubtful 
stocks  and  bonds  of  the  said  Georgia  &  Florida  Railroad;  that  said  firm  of 
John  L.  Williams  &  Sons  frequently  had  overdrafts  in  said  Commercial  Na- 
tional Bank;  that  said  overdrafts  were  frequently  covered  by  a  system  of 
kiting,  carried  on  between  the  Richmond  office  and  the  Baltimore  office  of  the 
brothers  of  John  Skelton  Williams,  but,  notwithstanding  this  fact,  Examiner 
Trimble  was  never  known  to  criticize  either  the  loans  or  the  overdrafts  of  said 
John  L.  Williams  &  Sons,  brothers  of  John  Skelton  Williams.  This  will  in  a 
measure  enable  the  committee  to  understand  why  it  was  that  John  Skelton 
Williams  was  so  resentful  of  the  charges  which  were  filed  by  me  against 
Examiner  James  Trimble. 

There  are  two  other  charges  here,  gentlemen,  that  I  do  not  think  I 
ought  to  read  unless  the  committee  were  in  executive  session. 

Senator  Hitchcock.  Was  there  a  date  to  that  last  paragraph  you 
just  read  ? 

Mr*  Cooper.  No,  sir.    I  will  withdraw  these  last  tv^o  charges. 

Senator  Htichcock.  What  is  the  date? 

Mr.  Cooper.  I  did  not  get  the  date.  That  is  since  he  has  been 
comptroUer. 

Senator  Henderson.  Do  you  mean  since  the  last  hearing? 

Mr.  Cooper.  No^  sir ;  that  has  not  occurred  since  the  last  hearing. 

Mr.  NoRRis.  If  it  is  a  new  charge^  which  we  have  not  gone  into,  I 
do  not  see  why  we  should  not  hear  it. 

Senator  Henderson.  I  understood  we  were  taking  up  things  that 
happened  since  the  last  hearing. 

Mr.  Cooper.  In  substantiation  of  the  first  charge,  that  he  has 
mailed  out  numerous  circulars  seeking  to  destroy  the  banks  in  which 
I  and  my  brothers  are  interested,  he  has  gotten  out  a  mimeographed 
form  of  12  pa^es,  head : "  Character  and  motives  of  opposition  before 
Senate  committee  to  confirmation  of  the  Comptroller  of  the  Cur- 
rency." 

It  reads: 

The  within  memorandum  has  been  prepared  for  those  likely  to  be  interested 
because  a  number  of  bankers  have  expressed  a  wish  to  know  the  facts  of  the 
matter  Involved,  and  there  is  reason  to  believe  that  misleading  and  false  state- 
ments directed  against  this  bureau  hav^  been  disseminated  by  several  of  the 
persons  referred  to  herein. 

It  Is  believed,  further,  to  be  in  the  interest  of  sound  banking  to  present  these 
facts.  Our  national  banks  have  made  a  record  for  efficiency,  growth,  soundness, 
and  prudent  and  honest  management  which  is  wonderful,  and  without  precedent 
in  the  history  of  commerce  In  this  country  or  any  other. 

When  the  vast  majority  of  the  nearly  8,000  national  banks  are  so  managed  as 
to  command  the  respect  and  confidence  of  the  officials  most  intimately  in  touch 
with  them,  it  is.  In  the  opinion  of  the  Office  of  the  Comptroller  of  the  Currency, 
proper  and  in  the  interest  of  decent  banking,  and  especially  for  the  protection 
of  the  particular  banks  directly  concerned,  to  present  for  **  pitiless  publicity  " 
or  the  judgment  of  the  banking  community,  transactions  and  methods  so  deserv- 
ing of  criticism  and  censure  as  those  described  within,  and  the  motives  of  the 
men  guilty  of  such  transactions,  who  have  been  the  source  of  the  malign  at- 
tacks upon  this  office. 
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Senator  Norris.  Is  that  letter  signed  by  anybody  ? 

Mr.  Cooper.  No,  sir. 

Senator  Norris.  How  do  you  know  it  comes  from  his  oflSce? 

Mr.  Cooper.  It  says,  "  From  the  Office  of  the  Comptroller  of  the 
Currency." 

Senator  Norris.  Is  that  the  envelope? 

Mr.  Cooper.  That  is  one  of  them.  A  number  of  them  have  been 
handed  to  me,  sent  to  various  citizens  indiscriminately  throughout 
the  countiy. 

Senator  Norris.  This  one  is  directed  to  Mr.  William  R.  DeLash- 
mutt,  1422  Allison  Street  NW.,  Washington,  D.  C.    Is  he  a  banker  ? 

Mr.  Cooper.  He  happens  to  be  cashier  of  the  United  States  Savings 
Bank. 

Senator  Calder.  Is  the  letterhead  of  the  paper  you  have  read  from 
his  office? 

Mr.  Cooper  (reading) : 

Treasury  r>epartmeiit,  Muy,  1919,  CoiiH»t roller  of  tbe  (^uriviu'y.  Address 
reply  to  "  ComptroUer  of  the  Currency." 

Senator  Calder,  Was  this  on  the  stationery  of  that  office? 

Mr.  Cooper.  Yes ;  and  I  may  say  lie  got  out  two  series.  The  first 
series  was  nine  pages,  and  then  he  made  some  changes.  That  was 
early  in  March,  the  19th  of  March.  And  then  in  May  he  got  out  a 
new  series  of  12  pages. 

Senator  Norius.  Is  that  the  series  you  are  reading  from  now  ? 

Mr.  Cooper.  Yes,  sir;  the  last  one. 

Senator  Norris.  Is  that  the  envelope  this  docimient  came  in  ? 

Mr.  Cooper.  No,  sir;  this  was  handed  to  me  by  a  gentleman  who 
had  no  connectipn  with  that  bank. 

Senator  Norris.  Do  you  know  whether  this  envelope  that  I  have 
just  examined  contained  that  kind  of  a  statement  when  it  was  sent 
out? 

Mr.  Cooper.  Yes,  sir. 

Senator  Norris.  Under  the  frank  of  the  comptroller's  office? 

Mr.  CooPEiL  Yes,  sir.  He  justifies  that,  I  suppose,  as  calling 
attention  to  Mr.  DeLashmutt,  as  cashier  of  the  United  States  Sav- 
ings Bank,  in  this  particular  case.  But  he  has  sent  out  letters  all 
through  the  country — ^in  every  town  where  we  had  a  bank  he  has 
littered  it — and  he  has  a  subagent  down  in  South  Carolina,  who  ap- 
pears to  be  his  agent,  who  distributes  them  wholesale,  sometimes  12 
m  a  bunch. 

Senator  Norris.  Is  that  a  town  where  you  have  a  bank  ? 

Mr.  Cooper.  Yes,  sir ;  that  is  a  town  where  we  have  a  bank — every 
town.  The  whole  purpose  seems  ,to  have  been  to  create  a  run  and  try 
to  destroy  the  banic.    The  next  page  reads : 

MEMORANDUM  CONCERNING  THE  HEARINGS  BEFORE  THE  BANKING  AND  CURRENCY 
COMMITTEE  OF  THE  UNITED  RTATES  SENATE  ON  THE  PRESIDENT'S  NOMINATION  OF 
JOHN  SKELTON  WILLIAMS  FOR  A  SECOND  TERM  AS  COMPTROLIJfIR  OF  THE  CURRENCY. 

When  the  President  sent  to  the  United  States  Senate  the  nomination  of  .Tohu 
Slcelton  Williams  to  he  Comptroller  of  the  Currency  for  a  second  term,  the 
nomination  was  referred,  as  usual,  to  the  Banlcing  and  Currency  Committee 
for  recommendation. 

The  committee  pro<*eeded  to  hear  all  who  might  have  reasons  to  offer  against 
the  confirmation  of  the  nomination  or  who  had  complaints  to  present  against 
the  management  of  the  office.  Wide  publicity  was  given  this  fact  through  the 
newspapers. 
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I  am  not  going  to  i-ead  all  this,  because  it  was  printed  in  the 
printed  hearings. 

The  records  show,  however,  that  de^ite  the  activities  of  u  few  dis^credited 
bankers  and  certain  enemies  of  the  administration,  only  three  witnesses  ap- 
peared before  the  committee  in  opposition  to  confirmation. 

The  first  witness  was  an  oflicial  of  two  comparatively  obscure  local  banks, 
operating:  under  State  charter,  but  under  supervision  of  the  comptroller,  be- 
cause doing  business  in  the  District  of  Columbia,  which  for  several  years  have 
been  upon  r  "special  list"  for  close  watching,  because  of  their  reprehensible 
practices  and  mismanagement. 

The  second  witness  was  a  newsjmper  rejiorter,  with  whom  the  bank  official 
above  referred  to  had  been  negotiating  for  conducting  a  **  disguised  "  propaganda 
against  this  ofllce,  for  which  he  had  suggesteil  a  "  fee  of  $250  per  week " — 
although  this  same  newspaper  man  admitted  that  he  had  never  heard  anything 
which  reflected  upon  the  integrity  of  the  comptroller's  administration. 

The  third  witness  was  now  ex-Senator  Weeks,  of  Massachusetts,  the  burden 
of  whose  complaint  was  his  fear  that  the  comptroller  might  be  lnfluence<l  by 
•*  enmities,'*  although  In  his  testimony  before  the  committee  on  February  20,  he 
frankly  said : 

**  I  do  not  make  the  positive  statement  that  you  have  been  Influenced  by 
enmities.  When  I  say  that  I  think  you  have  been,  I  mean  to  say  the  Impression 
that  the  banking  fraternity  has  Is  that  you  have  been  Influenced."  To  support 
that  theory,  the  ex- Senator  referred  to  the  Klggs  Bank  case,  but  was  promptly 
reminded  that  the  decision  in  that  case  had  been  overwhelmingly  in  the  comp- 
troller's favor.  He  then  cited  what  he  claimed  was  a  discrimination  in  the 
matter  of  "  railroad  deposits,"  but  this  was  refuted  by  the  introduction  Into  the 
testimony  of  a  letter  from  an  officer  of  the  company  he  claimed  had  been  dis- 
criminated against,  which  said  emphatically: 

"  It  has  been  understood  that  large  amounts  of  deposits  of  railroad  funds  have, 
as  a  result  of  Federal  control,  been  drawn  from  other  banks  and  trust  companies 
in  New  York,  for  various  purposes  and  for  various  reasons,"  but  that  "  the 
propriety  of  so  doing  has  not  been  questlonetl  by  the  company  or  Its  officers." 

The  Banking  and  Currency  Committee  at  the  conclusion  of  the  hearings 
reported  the  n(»mination  favorably  to  the  Senate  9  to  4,  3  of  the  7  Republican 
members  not  voting. 

The  following  excerpts  from  the  testimony  given  before  the  Banking  and 
C'urrency  Committee  of  the  Senate  by  the  Comptroller  of  the  Currency,  John 
Skelton  Williams,  prove  clearly  the  character  of  the  activities  of  Wade  H.  Cooper, 
the  one  bank  official  already  alluded  to,  who  appeared  before  the  Senate  commit- 
tee during  the  entire  hearing  in  opposition  to  the  comptroller's  confirmation. 

(The  name  of  one  national  bank  to  which  frequent  allusion  in  the  course  of 
this  memorandum  is  necessary.  Is  omltte<l  purposely  because  of  a  desire  to  avoid 
as  far  as  possible  causing  Injury  to  its  cre<llt  or  Impairing  Its  usefulness.) 

That  is  the  bank  down  in  Georgia. 

(The  discredited  Indhidual  who  was  president  and  chiefly  responsible  for  its 
troubles  Is  now  eliminated  from  it,  and  every  means  the  comptroller's  office  can 
»*Pply»  legally  and  properly,  to  restore  and  maintain  Its  stability  will  be  used 
chef*rfully.  (Exceri>ts  from  testimony  given  before  the  Senate  committee  on 
Feb.  17,  1919.) 

Then  he  proceeds  to  read  all  that  stuff  that  he  read  to  you  gentle- 
men before,  part  of  the  printed  record.  He  does  not  give  my  side 
of  it.    He  said  he  was  giving  the  facts  of  the  matter  involved. 

The  Chairman.  I  do  not  know  that  there  is  any  objection,  and 
Mr.  Williams  would  like  to  ask  a  question. 

Mr.  W1L1.1AMS.  I  should  like  that  entire  statement  to  go  into  the 
recoixl.     I  should  like  to  have  it  read  for  the  benefit  of  the  members. 

Senator  Hitchcock.  It  would  certainly  be  proper,  if  he  has  read 
part  of  this,  to  have  it  all  go  into  the  record.  There  can  not  be  any 
doubt  about  it. 

Mr.  Cooper.  I  have  not  read  any  part  of  it. 

Senator  HncHcocK.  I  mean  this  you  have  just  read  from  should 
go  in  as  a  complete  document. 
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Mr.  Cooper.  I  never  said  that.  I  read  the  introduction,  and  said 
that  the  balance  was  all  in  the  printed  hearing. 

Mr.  Williams.  Mr.  Chairman,  that  statement  is  not  correct. 

Senator  Hitchcock.  This  is  the  statement  Mr.  Williams  lias  just 
recently  sent  out.  You  have  read  only  a  part  of  it.  There  are  other 
parts  which  would  modify  what  you  have  read,  and  I  think  it  all 
ought  to  go  in  as  a  complete  document. 

The  Chairman.  Undoubtedly,  Mr.  Williams  will  have  the  right  to 
put  it  in  later  on. 

Mr.  Ck)OPER.  The  only  object  I  had  was  to  save  you  from  encum- 
bering the  record. 

Mr.  Williams.  That  includes  comments  which  were  not  a  part  of 
the  recoil,  and  which  I  would  like  particularly  for  this  committee  to 
be  advised  of. 

Senator  Hitchcock.  Of  course,  Mr.  Williams  would  also  have  the 
right  to  direct  the  attention  of  the  committee  to  any  part  of  it. 
I  move  that  it  go  in. 

Senator  Xorris.  There  is  no  objection  to  it  ^oing  in.  I  would  be 
willing  to  have  it  read  now,  even  if  it  is  a  repetition. 

Senator  Hitchcock.  Let  me  ask  you  a  question :  Do  you  claim 
that  statement  gives  a  false  impression  of  what  occurred  before  the 
committee? 

Mr.  Cooper.  Absolutely. 

Senator  Norris.  In  what  respect? 

Mr.  Cooper.  It  gives  his  side  of  the  statement. 

(The  committee  thereupon  had  informal  discussion,  after  which 
the  following  occurred:) 

Senator  Norris.  Mr.  Cooper  was  right  in  the  midst  of  an  answer 
to  a  question  asked  by  Senator  Hitchcock. 

Senator  Hitchcock.  I  did  ask  the  witness  whether  he  claimed 
that  this  statement  which  has  just  been  placed  in  the  record,  the 
circular  sent  out  by  Mr.  Williams,  misrepresented  the  occurrences 
before  the  committee,  and  he  answered  that  he  thought  it  did,  and 
I  asked  him  then  in  what  respect. 

Mr.  Cooper.  He  states  that  this  is  the  testimony  offered  by  him 
before  the  committee.  Of  course,  that  is  the  testimony  offered  by 
him  before  the  committee,  but  it  was  shown  to  be  absolutely  false 
under  your  own  questioning,  and  under  the  questioning  of  Senator 
Norris  and  Senator  McLean.    For  instance: 

The  Actino  Chaibman.  Mr.  WiUlams,  you  qualify  your  former  statement,  and 
in  view  of  the  statement  made  this  morning  by  Mr.  Cooper  that  in  addition  to 
paying  16  cents  on  the  dollar  for  the  bcmds 

Mr.  Williams.  He  took  over  doubtful  paper.    I  am 

llie  Acting  Chairman.  And,  furthermore,  that  when  the  bonds  were  sold 
nominally  to  the  bank  at  Waycross,  Ga.,  for  100  cents  on  the  dollar,  50  cents  of 
that  100  cents  was  taken  out  in  bad  paper? 

He  does  not  go  into  that.  He  gives  his  ex-parte  statement,  which 
is  absolutely  false. 

Senator  HrrcHcocK.  In  his  circular,  which  you  have  put  in  the 
record,  does  he  refer  to  part  of  the  testimony  which  he  afterwards 
corrected  ? 

Mr.  Cooper.  Not  a  bit  of  it. 

Senator  Walsh.  Do  you  mean  that  is  absolutely  false  in  fact,  or 
false  in  being  improperly  stated  from  the  record  ? 

Mr.  Cooper.  False  in  fact,  and  the  record  shows  that.  He  gives 
Jjjs  original  testimony,  but  omits  any  questions  asked  him  by  Senator 
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Hitchcock,  Senator  Norris,  Senator  McLean,  or  Senator  Gronna,  or 
any  answers. 

Senator  Walsh.  You  mean  this  is  not  a  complete  record? 

Mr.  CooPEB.  That  is  right. 

Senator  Walsh.  Not  that  it  is  a  false  record,  but  that  it  is  incom- 
plete.   In  other  words,  it  is  misleading? 

Mr.  Cooper.  Absolutely. 

Senator  Hitchcock.  Of  course,  he  did  not  pretend  to  give  all  the 
proceedings  before  the  committee.  What  he  purports  to  do  is  to. 
give  his  testimony. 

Mr.  Cooper.  But  not  all  his  testimony. 

Senator  Hitchcock.  In  his  testimony,  your  position  is,  some  of  it 
was  foimd  inaccurate? 

Mr.  Cooper.  Yes. 

Senator  Hitchcock  That  you  pointed  out  the  inaccuracies,  and 
Mr.  Williams  admitted  they  were  maccurate? 

Mr.  Cooper.  Yes,  sir. 

Senator  Hitchcock.  Does  he,  in  that  circular,  according  to  your 
claim,  state  the  original  inaccuracies? 

Mr.  Cooper.  Not  at  all.  r^.- 

Senator  Hitchc6ck.  You  do  not  claim  that  he  restates  the' inac- 
curacies? 

Mr.  Cooper.  He  does  not  refer  to  any  inaccuracies.  He  just  gives 
the  testimony  he  read  before  you  gentlemen. 

Senator  Norris.  You  mean  that  he  gives  the  testimony  tl^Mre  as 
he  originally  gave  it,  but  does  not  give  anything  of  your  stateu^N^t — 
any  of  the  corrections  that  would  modify  the  meaning? 

Mr.  Cooper.  That  is  right;  not  one. 

Senator  Hitchcock.  Will  you  point  out  in  this  statement  what 
inaccurate  things  he  repeats? 

Mr.  Cooper.  This  is  the  same  thing  that  J  read. 

Senator  Norris.  I  understood  he  was  just  proceeding  to  do  that 
venr  thing. 

Senator  Hitchcock.  No.  He  says  this  contains  a  repetition  of 
some  of  Mr.  Williams's  statements,  which  he  afterwards  admitted  to 
be  inaccurate.    Now,  I  ask  him  to  point  out  that. 

Senator  Norris.  That  is  what  I  understood  he  was  just  starting 
out  to  do. 

Mr.  Cooper.  If  you  are  goin^  to  let  me  argue  this  thing 

Senator  Hitchcock.  Just  pomt  it  out  in  the  paper. 

Mr.  Cooper.  Senator  Hitchcocks,  you  remember  he  had  about  a 
13-page  paper  he  read  to  you  ? 

Senator  HrrcHCOCK.  I  am  talking  about  this  you  are  now  intro- 
ducing. 

Mr.  Cooper.  This  is  what  he  read.    This  is  a  copy  of  what  he  read. 

Senator  Hitchcock.  Just  pick  out  the  page  where  he  repeats  a 
statement  in  which  he  was  shown  to  be  inaccurate  before  the  com- 
mittee. 

Mr.  Cooper.  If  I  go  into  that 

Senator  Hitchcock.  Just  show  it  to  me.  That  is  the  document 
you  have  introduced  in  your  evidence. 

Mr.  Cooper.  For  instance,  where  he  states  in  tliei-e  that  I  have 
practically  obtained  $65,000  for  the  sale  of  the  bonds 

Senator  HrrcHOOCK.  Show  it  to  me  there,  please. 

Mr.  Cooper.  Where  he  has  repeated  that? 
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Senator  Hitchcock.  Yes. 

Mr.  Cooper.  Senator,  you  asked  me  to  i>oint  it  out.  Of  coui'se, 
this  is  a  long  document.  I  would  have  to  i-ead  the  whole  story  and 
then  find  it  out  from  the  j)rinted  record. 

Senator  Hitchcock,  lou  are  charging  that  there  is  a  repetition 
there  of  something  found  to  be  inaccurate.  You  cei-tainly  can  show 
me  where  it  comes  in. 

Mr.  Cooper.  This  is  a  repetition  of  his  testimony  before  the  com- 
mittee—of his  original  testimony. 

Senator  Hitchcock.  Yes. 

Mr.  Cooper.  Omitting  entirely  his  cross-exajuination. 

Senator  Hitchcock,  i  es.  But,  of  course,  if  you  say  this  gave  an 
eri'oneous  impi^ession,  you  can  show  me  some  page  or  pai*agraph  that 
gives  that  impression. 

Mr.  Cooper.  I  refer  to  the  question  where  he  says  I  obtained 
$65,000  for  the  sale  of  the  bonds  of  the  United  States  Savings  Bank. 

Senator  Hitchcock.  Where  is  that  in  this  paper? 

Mr.  Cooper.  He  starts  out  at  page  8: 

The  Bureaiu  of  National  Literature  and  Arts  Ir  a  corporation  which  has  l>een 
through  serious  financial  difliculties  and  the  control  of  which  has  been  acquired 
by  Wade  H.  Cooper. 

And  he  I'eads  on,  as  he  did  before,  several  pages,  just  a  repetition 
of  it.  The  printed  record  shows  he  confessed  his  inaccuracies  after 
3'ou  cornered  him  and  made  him  do  it. 

Senator  Hitchcock.  I  realize  what  vou  mean,  but  if  he  nuide  any 
misstatement  as  to  the  testimony  l)etore  the  committee  it  was  in 
this  document  that  you  hold  in  your  hand.    Show  me  the  paragraph. 

Mr.  Cooper.  It  would  take  an  argument  to  do  that.  I  have  gone 
over  it  and  sifted  it  out. 

Senator  Norris.  It  seems  to  me  from  what  he  has  said  that  is  the 
very  thing  he  is  going  to  do,  if  we  would  allow  him  to  proceed. 

I^nator  Hitchcock.  If  you  are  not  able  to  put  your  hand  on  it 

Mr.  Cooper.  There  it  is,  "  The  Bureau  of  National  Literature  and 
Arts" 

Senator  Hitchcock.  Bead  it. 

Mr.  Cooper.  It  is  the  whole  docmnent,  practically. 

Senator  Hitchcock.  Bead  the  part  you  claim  is  a  misrepresenta- 
tion. 

Senator  Norris.  He  says  that  is  what  he  has  done  in  the  argument 
he  has  prepared. 

Senator  Hitchcock.  He  has  introduced  a  document.  This  docu- 
ment is  a  witness,  and  he  claims  this  document  contains  a  misrepre- 
sentation. 

Senator  Xorris.  Yes;  and  as  I  understand  it,  from  what  he  has 
said  he  has  before  him  an  analysis  of  that  very  document,  in  which 
he  points  out  the  inaccuracies,  and  what  he  claims  to  \ye  the  misstate- 
ments. 

Senator  Hitchcock.  I  am  asking  him  to  point  to  an  inaccuracy 
here  in  the  document  itself,  not  to  make  an  argument,  but  to  show  a 
paragi'aph  that  is  a  misrepi'esentation. 

Senator  Xorris.  He  says  he  has  done  that  in  that  document,  and 
I  notice  fi'om  the  pHjjer  he  has  pasted  to  it  there  what  purport  to  be 
quotations  from  that  very  ai-ticle. 

Senator  Hitchcock.  You  are  not  able  to  point  them  out  here  ? 
Mr.  Cooper.  I  have  just  pointed  it  out,  on  page  8. 
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The  Chairman.  All  of  that  is  a  misstatement,  as  I  understand 

him. 

Senator  Hitchcock.  All  of  that  what^ 

The  CHAiR3rAN.  The  memorandum  from  Mr.  Williams  that  he  has 
read  is  incorrect,  it  is  a  misstatement  of  the  actual  facts. 

Mr.  Williams.  Mr.  Chairman,  will  you  not  have  him  point  out  a 
misstatement?    I  claim  every  word  is  literally  true. 

Senator  Hitchcock.  You  pointed  me  to  page  8.  I  want  to  make 
it  specific.  I  am  not  able  to  understand,  myself,  that  this  whole  thing 
is  false.    I  do  not  believe  you  claim  the  whole  docmnent  is  false? 

Mr.  CoopRR.  Practicallv  all  of  it  is  false,  unfairly  stated. 

Senator  Hitchcock.  Tie  says: 

The  Bureau  of  Xjitlonal  Literature  and  ArtH  in  u  corporation  which  has  been 
througli  serious  tlnanclal  dlfflcuUles  jiiid  the  control  of  wlilch  has  been  acquired 
by  Wade  H.  Cooper. 

You  did  control  it? 

Mr.  CooFER.  Yes,  sir. 

Senator  Hftchcock.  It  has  Iwen  through  financial  difficulties? 

Mr.  CooPEK.  Yes,  sir. 

Senator  Hitchcock.  So  that  is  not  false? 

Mr.  Cooper.  No,  sir. 

Senator  Hitchcock.  It  says : 

The  rnlced  States  Savings  Bank  held  In  Its  assets  certain  of  the  bonds  of  this 
company,  which  assets  had  been  subject  to  criticism  by  the  examiners. 

Mr.  (^ooPEE.  It  seems  to  me,  if  you  pardon  me,  that  he  states  a  lot 
of  facts,  and.  then  states  false  conclusions.  Let  me  say  that  a  lot  of 
that  stuff  may  be  reiterated.  But  the  point  I  make  is  that  the  con- 
clusion of  it  reflects  upon  me  is  false,  in  that  when  he  concludes 
somewhere  in  there,  as  I  read  to  you  before 

The  Chairman  (interrupting).  If  the  witness  has  put; his  con- 
clusions in  ordei',  would  we  not  save  time  by  letting  him  go  in  his 
own  wav? 

Senator  Hitchcock.  I  am  |>erfectly  willing  to  do  that.  If  he  says 
he  is  not  able  to  point  out  the  false  parts  in  this  document,  that  is  all 
I  want  to  know.    You  may  proceed,  then,  Mr.  Cooper. 

Mr.  Cooper.  I  think  I  ou^ht  to  call  attention  to  this  fact.  There 
is  one  fact  stated  in  that  circular  which  was  not  stated  before  the 
conunittee  before.  That  is  to  the  effect  that  I  had  used  my  superior 
knowledge  as  a  director  of  the  Bureau  of  National  Literature  and 
Arts  to  impose  upon  or  defraud  other  bondholders. 

Senator  Xorris.  Have  you  that  all  pointed  out  in  your  written 
statement  that  you  started  to  read? 

Mr.  Ct)OPER.  I  think  so. 

Senator  Xorris.  Then  read  on. 

Mr.  Cooper.  Here  is  a  pamphlet.  I  want  to  disprove  that  fact, 
Ijecauso  he  is  asking  that  that  be  made  a  part  of  the  record.  That  is 
the  one  additional  fact  he  introduced  that  was  not  before  the  com- 
Uilttee.  He  claimed  I  l>ought  the  bonds  of  this  company,  the  Bui*eau 
of  ^Htional  Literature,  by  using  my  fiduciary  relationship  to  impose 
upon  ignorant  bondholders,  and  that  I  had  confessed  the  same. 
Here  is  a  pamphlet  which  I  mailed  out  to  the  bondholders  in  1917, 
seeking  to  reorganize  that  company  and  reduce  the  operating  ex- 
penses. I  want  to  introduce  two  or  three  sections  which  are  brief. 
On  page  10  of  the  document  I  state : 
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Had  I  only  a  small  Interest,  I  would  feel  It  my  duty  to  call  the  atteutiou  of 
the  bondholders  to  the  situation  and  then  retire  from  the  board,  but  my  interest 
is  too  great.  I  represent  more  than  50  per  cent  of  the  entire  bonded  indebted- 
ness of  about  $350,000  outstanding,  and  we  must  see  that  the  bonds  are  paid. 

Senator  Pomerene.  How  many  of  those  bonds  did  you  or  your 
bank  hold. 

Mr.  Cooper.  At  that  time,  I  guess,  I  held  nearly  a  hundred  thou- 
sand personally. 

Senator  Pomerene.  What  did  you  pay  for  them  ? 

Mr.  Cooper.  I  paid  various  prices. 

Senator  Pomerene.  What  were  the  prices? 

Mr.  Cooper.  Several  years  ago  I  bought  some  of  them  as  low  as 
35  or  40,  and  then  the  last  batch,  that  put  me  in  control,  I  paid  90  for. 

Senator  Pomerene.  Did  you  sell  those  bonds? 

Mr.  Cooper.  No,  sir. 

Senator  Pomerene.  Did  you  sell  any  part  of  them  ? 

Mr.  Cooper.  Some  of  them  I  sold. 

Senator  Pomerene.  How  many  of  them  did  you  sell  ? 

Mr.  Cooper.  I  could  not  exactly  tell  you  that.  I  sold  $30,000 
worth  to  the  Waycross,  Ga.,  bank. 

Senator  Pomerene.  That  is  vour  brother's  bank  ? 

Mr.  Cooper.  Yes,  sir. 

Senator  Pomerene.  How  much  did  you  get  for  them? 

Mr.  Cooper.  $15,000  cash,  and  I  was  to  get  $15,000  in  criticized 
paper,  which  I  never  received. 

Senator  Pomerene.  In  other  words,  you  were  to  get  par  for  them? 

Mr.  Cooper.  I  was  to  get  $15,000  in  cash  and  was  to  get  the  balance 
in  criticized  paper. 

Senator  Pomerene.  What  do  you  mean  by  "  criticized  paper  "  ? 

Mr.  Cooper.  Paper  criticized  as  worthless. 

Senator  Pomerene.  That  is  $35,000  you  sold? 

Mr.  Cooper.  $30,000. 

Senator  Pomerene.  Did  you  buy  back  those  bonds  again  ? 

Mr.  Cooper.  No,  sir. 

Senator  Pomerene.  Did  you  take  any  part  of  them  back? 

Mr.  Cooper.  No,  sir. 

Seaiator  Norris.  What  did  you  actually  get  for  those  bonds  ? 

Mr.  Cooper.  I  got  the  $15,000. 

Senator  Norris.  Did  you  get  the  paper? 

Mr.  Cooper.  Not  a  nickel  of  it. 

Senator  Henderson.  How  many  bonds  were  sold  ? 

Mr.  Cooper.  $30,000  to  that  bank. 
*    Senator  Hitchcock.  You  received  50  cents  on  the  dollar,  then  ? 

Mr.  Cooper.  I  received  50  cents  on  the  dollar;  yes.  He  states  in 
there,  or  insinuates,  as  he  did  in  his  testimony,  that  I  got  a  hundred 
cents  on  the  dollar. 

Senator  Pomerene.  When  you  sold  these  bonds  to  your  brother's 
bank,  was  not  the  debtor  company  that  issued  bonds  in  better  con- 
dition financially  than  it  was  at  the  time  you  bought  them? 

Mr.  Cooper.  I  have  been  buying  bonds  for  several  years 

Senator  Pomerene.  I  am  talking  about  these  bonds. 

Mr.  Cooper.  I  have  been  buying  bonds  for  several  years,  and  if 
you  ask  me  the  exact  date  I  bought  those,  I  can  not  tell  you.    But 
the  company  was  in  much  better  condition.    The  bonds  wul  be  paid 
absolutely  in  full. 
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Senator  Pomerene.  Why  did  you  sell  these  bonds  to  your  brother's 
bank? 

Mr.  Cooper.  To  assist  in  relieving  it  of  criticism.  In  addition  to 
that  fact,  the  record  shows  we  paid  $30,000  cash  in  there. 

Senator  Pomerene.  *Do  you  think  it  would  relieve  it  from  criticism 
to  have  these  bonds  you  had  gotten  at  these  different  valuations  ? 

Mr.  Cooper.  It  assisted. 

Senator  Pomerene.  That  is  all. 

Mr.  Cooper.  They  admit  now  that  the  bonds  are  worth  par,  and 
Mr.  Williams  is  insisting  thAt  we  be  held  responsible.  They  concede 
they  are  worth  par,  and.  Senator  Pomerene,  when  I  put  the  bonds 
in  that  bank  in  Georgia  we  had  an  understanding  that  if  the  exam- 
iner disapproved  the  Donds,  I  would  take  them  out. 

Senator  Pomerene.  And  these  bonds  you  were  carrying  among 
your  assets  at  20  cents  ? 

Mr.  Cooper.  Yes,  sir;  carrying  them  as  velvet,  so  that  if  we  had 
a  loss  or  anything  we  would  have  something  to  fall  back  upon,  and 
he  criticised  them  at  that. 

Senator  Pomerene.  What  do  you  mean  by  carrying  them  as 
velvet  ? 

Mr.  Cooper.  So  that  we  would  have  that  much  assets  we  did  not 
carry  on  our  books,  equity  we  did  not  carry  on  our  books^  so  *that  if 
we  had  a  loss,  a  rainy  day  came,  we  would  have  something  to  fall 
back  upon. 

Senator  Pomerene.  Why  did  you  not  carry  some  of  your  securi- 
ties about  which  there  was  absolutely  no  qu^ion  as  velvet,  instead 
of  these  bonds,  about  which  there  was  a  question? 

Mr.  Cooper.  We  got  these  bonds  in  settlement  of  certain  law- 
suits, in  Akron,  Cleveland,  and  Omaha,  and  we  carried  them  at 
about  what  they  cost  us  in  the  settlement  of  the  lawsuits.  But  they 
were  worth  a  gi*eat  deal  more. 

Senator  Pomerene.  Lawsuits  between  whom? 

Mr.  Cooper.  There  was  a  lawsuit  growing  out  of  the  failure  of 
the  Werner  Co.  Treadway  &  Marlatt  represented  those  people.  I 
suppose  you  know  them? 

Senator  Pomerene.  Yes;  I  know  them. 

Mr.  Cooper.  And  Walsh  at  Akron,  and  the  Central  National,  and 
the  Werner  Co.    It  was  a  very  complicated  matter. 

I  also  state  on  page  12  of  this  pamphlet  which  I  issued  to  these 
bondholders : 

It  is  therefore  easy  enough  for  me  to  control  the  company,  as  I  represent  a 
majority  of  the  bonds.  I  could  therefore  very  easily  proceed  to  elect  a  board 
that  would  vote  me  a  salary  of  $20,000  as  chairman  of  the  board  or  something 
else  which  would  be  Just  as  reasonable  as  paying  Mr.  Barcus  $20,000,  as  I  have 
certainly  cost  the  company  .nothing,  when  he  has.  But  I  conceive  it  to  be  my 
duty  as  a  director  to  represent  all  the  bondholders  to  the  best  of  my  ability, 
and  I  am  now  giving  you  my  plan  and  will  be  glad  to  have  all  the  bondholders 
cooperate  who  so  desire.  If  those  who  do  not  so  desire  prefer  to  sell  their 
bonds  will  so  notify  me,  I  wiU  endeavor  to  place  them  at  some  reasonable 
price,  or  they  can  hold  them  and  participate  in  the  distribution  of  the  fund 
derived  from  the  sale. 

I'ersonally,  I  prefer  to  hold  my  bonds  and  take  chances  on  a  reorganization. 

Senator  Fletcher.  Who  owned  the  stock  of  the  company? 
Mr.  Cooper.  When  I  became  president  of  the  Unitea  States  Sav- 
ings Bank  the  Werner  Co.,  at  Akron,  Ohio,  had  failed.    This  bureau 
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company  was  operating  in  Washington.  They  Were  operating  kind 
of  interdependently,  indorsed  paper  for  each  other,  and  when  the 
Werner  Co.  at  Akron  failed  I  came  in  and  found  they  had  a  loss 
confronting  them  of  thirty  of  forty  thousand  dollars,  and  it  resulted 
in  two  or  tliree  lawsuits.  I  took  hold  of  the  situation  and  worked  it 
out,  reorganized  this  company,  got  it  taken  out  of  bankruptcy,  got 
the  creditors  to  surrender  their  claims,  and  to  receive  bonds  for  them. 
In  receiving  these  bonds  these  people  of  Akron,  Cleveland,  Omaha, 
Pennsylvania,  and  New  York  and  other  places  over  the  country'  all 
took  bonds.  "It  would  take  some  time  to  tell  you  all  about  settling 
these  lawsuits  that  gi*ew  out  of  this  failure  with  this  bank.  I  took 
these  bonds  in  settlement,  giving  them  so  much  money,  costing  us 
about  20  cents.  The  Bureau  of  National  Literature  at  that  time  had 
very  little  assets.  A  lot  of  them  were  willing  to  sell  their  bonds 
cheaply,  and  I  was  buying  them.  I  think  the  lowest  I  ever  bought 
was  35  cents,  in  the  Commercial  National  Bank  of  Washington.  The 
company  began  to  make  monev.  It  now  has  a  surplus  of  over 
$400,000. 

Senator  Pomerene.  That  is  not  answering  the  question  that  Sen- 
ator Fletcher  asked  you.  He  asked  you  a  question  as  to  who  held 
the  stojck — who  owned  this  stock. 

Mr.  Cooper.  I  am  going  to  tell  you  the  storv.  In  reorganizing 
the  company  we  agreed  to  put  Mr.  Barcus,  the  former  president,  in 
charge  of  the  couipany,  and  after  these  bonds  were  paid  he  was  to 
have  the  stock.  But  the  bondholders  were  to  control  the  company, 
the  bonds  to  be  paid  in  10  years. 

Senator  Fletcher.  Who  actually  owned  the  stock  all  this  time? 

Mr.  Cooper.  I  assisted  in  reorganizing,  and  Barcus  was  to  take 
charge  of  it  and  work  it  out  and  pay  the  bonds,  and  then  he  was  to 
get  all  the  stock. 

Senator  Pomerene.  You  say  he.  owned  the  stock,  and  he  was  to 
get  the  stock.    Between  those  times  who  owned  the  stock? 

Mr.  Ct>opER.  AVlien  it  went  into  bankruptcy  the  creditors  owned 
it.  But  it  was  reorganized,  and  by  the  agreement  of  reorganization 
he  was  to  get  the  stock  when  these  bonds  were  paid. 

Senator  Norris.  He  was  to  get  the  stock,  but  where  was  it  then  ? 

Mr.  Cooper.  When  it  went  into  bankruptcy,  he  owned  it. 

Senator  HrrciicocK.  How  could  he  get  it  if  he  already  owned  it? 

Mr.  Cooper.  Wlien  it  went  into  bankruptcy  would  it  not  belong 
to  the  creditoi's"?  Anyway,  he  owned  it  when  it  went  into  bank- 
ruptcy, and  the  creditors  all  agreed  to  take  bonds  for  their  claims, 
and  set  him  up  on  his  feet,  and  they  believed  he  could  work  it  out, 
and  he  did. 

Senator  Norris.  You  mean  he  incorporated  a  new  company? 

Mr.  Cooper.  Yes,  sir. 

Senator  Fletcher.  The  books  of  the  corporation  will  show  who 
were  the  stockholdei*s. 

Mr.  Cooper.  He  was  the  main  stockholder,  you  understand. 

Senator  Fletcher.  The  stock  was  worthless? 

Mr.  Cooper.  The  stock  at  that  time  was  worthless,  except  for 
future  value. 

Senator  Gronna.  In  purchasing  these  bonds,  did  you  make  that 
purchase  as  an  mdividual,  as  a  personal  investment,  or  did  you  pur- 
chase them  for  your  bank?  Did  you  buy  them  with  the  money  of 
the  hfiTlk% 
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Mr.  C(K)PER.  Oh,  no.  The  bonds  that  the  bank  held  were  taken  in 
settlement  of  these  lawsuits,  and  as  a  result  of  the  bank  getting 
$77,000  of  those  bonds  in  the  settlement  of  those  lawsuits  I  went  and 
bought  more  bonds  in  order  to  control  the  company  and  work  it  out. 

Senator  Gkonna.  Did  you  buy  them  with  your  money,  or  did  you 
buy  them  wuth  the  bank's  money? 

Mr.  Cooper.  I  bought  them  with  my  money. 

Senator  Hitchcock.  Lawsuits  you  had  with  them? 

Mr.  Cooper.  No,  sir. 

Senator  Hitchcock.  Lawsuits  that  the  bank  had? 

Mr.  Cooper.  Yes,  sir. 

Senator  Hitchcock.  There  is  a  sort  of  confusion  there  in  my  mind. 
1  thought  you  said  the  bank  had  bought  lawsuits,  and  in  settlement 
it  was  to  take  the  bonds,  and  then  you  said  you  bought  them  with 
your  money. 

Mr.  Cooper.  No;  I  said  the  bank  settJed  the  lawsuits  and  took  the 
l)onds  in  settlement. 

Senator   Hitchcock.  What    did    vou    mean    when    vou    said    vou 

•  •  • 

bought  them? 

Mr.  Cooper.  T  went  out  afterwards  to  secure  the  control  of  the 
corjioration,  and  bought  the  bonds  myself. 

Senator  Norris.  In  the  settlement  the  bureau,  of  which  you  were 
president,  took  as  payment  for  its  claim  the  bonds  of  the  company, 
and  then  you,  as  an  individiuil,  in  order  to  control  the  corporation 
itself,  went  out  individually  and  lK)Ught  enough  stock  to  give  you 
control  ? 

Mr.  (^ooPER.  Bought  enough  l>onds.  * 

Senator  Norris.  In  your  individiuil  capacity? 

Mr.  Cooper.  Yes,  sir.     I  fin-ther  state  on  page  1*^  of  this  pamphlet 

to  the  lx)ndholders : 

My  Intercast  is  so  jrivat  tluit  I  would  not  tliluk  of  taking  any  artion  unless  T 
bolievtKl  it  to  be  the  best  tliin;r  to  do.  I  shall  procetMl  cautiously  antl  follow 
the  law  and  the  contract  literaUy. 

If  there  is  any  iM)int  which  any  bon<Iholder  tloes  not  understand,  which  1  have 
not  made  clear.  T  shaU  be  jjlad  of  the  opiMirtunlty  to  make  it  clear. 

Senator  Hitchcock.  How  does  this  pamphlet  come  into  the  case  i 

Mr.  Cooper.  They  were  paying  out  a  lot  of  salaries  over  there;  too 
much  entirely  for  me,  I  thought,  and  luider  the  terms  of  the  reorgan- 
ization agreement  we  were  to  get  10  per  cent  j^er  annum,  5  per  cent 
intei-est,  and  a  question  arose  as  to  what  was  meant  by  the  10  pei* 
cent.  We  were  to  get  10  {x^r  cent  of  the  net  profits,  and  the  question 
arose  as  to  what  was  meant  by  10  per  cent  of  the  net  profits. 

The  Ch.mrman.  Mr.  Williams  wants  to  ask  you  a  (luestion,  Mr. 
Cooper. 

Mr.  Williams.  I  would  like  to  inquire  whether  or  not  that  pamphlet 
to  which  he  refers,  and  which  he  says  was  enlightening  the  lx)nd- 
holders  at  that  time,  was  given  to  his  own  directors,  the  dii-ectors  of 
his  bank,  l)ecause  they  wrote  me  a  letter  within  the  past  two  weeks, 
stating  that  they  knew  nothing  about  the  value  of  thost^  bonds  at  the 
lime  that  they  were  I'eqiiired  or  induced  by  Mr.  Wade  Cooper  or  his 
brother,  Tliomas  E.  Cooper,  to  sell  them  at  10  or  20  cents  on  the  dollar, 
whichever  it  was.  Apparently  they  were  i-elying  entirely  upon  the 
judgment  of  Mr.  Wade  (^ooper,  thepresident  of  the  bank,  in  parting 
with  those  bonds  at  16  or  20  cents  on  the  dollar,  and  have  written  to 
me  that  they  knew  nothing  alK)ut  it.    I  am  wondeviu?;  ^'Vv^lWv  W\^n 
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were  given  a  copy  of  that  pamphlet  at  the  time.  If  so,  their  mem- 
ories are  short,  and  they  perhaps  have  forgotten  it.  6ut  they  say 
they  did  not  know  what  the  bonds  were  worth  and  could  not  find  out. 
I  would  also  like  to  inquire 

Senator  Pomerene  (interrupting).  Just  one  moment.  Let  that 
question  be  answered. 

Senator  Norris.  Now,  Mr.  Chairman,  anybody  who  has  had  any 
experience  with  trying  a  lawsuit  knows  this  is  not  the  way  to  do  it. 
I  think  Mr.Williams  ought  to  keep  still  until  this  witness  gets  through, 
and  then  question  him  as  to  anything  that  he  maj  have  to  ask  hmi. 
But  when  he  makes  a  statement  let  us  not  permft  some  outsider  to 
stop  him  there  and  argue  it  to  us,  as  Mr.  Williams  has  just  proceeded 
to  do,  and  take  that  question  up.  TVHiy  not  have  orderly  proceedings, 
and  when  Mr.  Cooper  gets  through,  give  Mr.  Williams  an  opportunity 
to  ask  any  questions  that  he  wants  to  or  make  any  argument  that  he 
wants  to.  If  you  let  him  argue  every  point  that  comes  up,  we  will 
be  here  all  summer. 

Tlie  Chairman.  Mr.  Williams  asked  the  privilege  of  asking  a 
question. 

Senator  Norris.  These  two  witnesses  were  continually  doin^  that. 
When  Mr.  Williams  was  testifying,  I  remember  I  particulany  ob- 
jected to  Mr.  Cooper  interrupting  every  few  minutes,  and  making 
an  argument.  But  when  Mr.  Cooper  came  to  testify  we  found  Mr. 
Williams  doing  exactly  the  same  tning,  and  he  has  started  in  to  do 
it  now.     Wliy  not  proceed  in  a  more  orderly  way? 

Senator  Fletcher.  It  seems  to  me  a  simple  matter  to  answer 
whether  Mr.  Cooper  fet  his  directors  know. 

Senator  Norris.  All  right,  if  you  want  to  do  it  that  way.  Let  us 
let  the  bars  down,  and  it  will  apply  to  Mr.  Williams  when  he  comes 
on.  Wlien  he  makes  statements,  we  will  stop  then  and  have  an 
examination  of  them  and  let  him  be  cross-examined  l)efore  he  goes 
to  anything  else.  It  is  a  rule  that  ought  to  apply  to  both  sides,  or 
else  to  nobody.  I  only  mention  it  because  it  leads  to  orderly  pro- 
cedure that  every  lawyer  knows  ought  to  be  followed  in  every  orderly 
case.  I  was  a  meml>er  of  the  committee  who  objected  to  Mr.  Cooper 
interrupting  Mr.  Williams  all  the  time.  But  I  found  when  Mr. 
Cooper  got  on  the  stand  Williams  was  another  man  just  like  Cooper, 
and  insisted  on  having  an  argument  every  time  a  statement  was 
made.  And  that  is  what"  he  has  started  to  do  now.  This  is  the  only 
time  I  am  going  to  mention  it.  I.  can  stand  it,  if  we  are  going  to 
try  it  that  way.  But  I  only  suggest  it  for  the  purpose  of  getting 
some  orderly  procedure  out  of  it.  We  will  never  get  through  if  you 
do  not  do  something  of  the  kind,  and  the  same  rule  that  you  apply 
to  Cooper  I  am  going  to  insist  shall  be  applied  to  Williams  when  he 
comes  on,  and  if  you  stop  Williams,  then  when  Williams  is  testifying 
Cooper  must  be  stopped,  until  Williams  gets  his  story  told. 

The  Chairman.  Of  course,  it  is  a  matter  for  the  committee  to 
decide. 

Senator  Walsh.  I  think  the  suggestion  was  very  proper,  and  I 
move  that  each  witness  be  permitted  to  make  his  statement  without 
interruption,  unless  he  says  something  that  is  improper  or  irrelevant; 
then  that  the  committee  be  given  opportunity  to  examine  him,  and 
then  that  Mr.  Williams  be  given  an  opportunity  to  examine  him. 

The  Chairman.  Until  the  committee  orders  to.  the  contrary,  we 
Tvi'Il  follow  that  course. 
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Mr.  Cooper.  What  was  the  question  the  Senator  asked  me? 
The  Chairman.  You  are  not  to  answer  that.    You  are  to  go  ahead 
with  your  own  statement. 
Mr.  Cooper.  On  page  14  of  this  pamphlet  I  state : 

These  bonds  can  and  must  be  paid. 

This  pamphlet,  gentlemen,  was  written  in  an  eflFoii;  to  reorganize 
that  company  and  put  it  on  a  better  basis,  so  that  there  would  be  no 
question  about  the  payment  of  these  bonds. 

Senator  Henderson.  Mr.  Chairman,  I  suggest  that  this  pamphlet 
be  left  with  the  clerk  of  the  committee,  so  that  the  members  of  the 
committee  will  have  access  to  it  at  any  time. 

Mr.  Cooper.  Mr.  Williams  states  in  this  circular,  the  only  new 
tiling  I  believe  he  brought  out,  which  he  did  not  mention  m  the 
hearing,  that  I  had  been  known  to  make  depreciatory  statements 
in  order  to  buy  these  bonds,  and  he  relies  upon  a  statement  which 
I  made  to  the  eflFect  that  the  value  of  the  bonds  was  not  generally 
known  and  as  a  result  of  that  I  had  been  able  to  purchase  them  for 
various  prices,  sometimes  buying  them  as  low  as  35  or  40  cents, 
sometimes  paying  as  high  as  90  cents.  And  when  I  was  paying  35  or 
40  cents,  it  was  some  years  ago,  when  the  company  was  not  in  any- 
thing like  the  condition  it  is  in  to-daj',  and  there'  was  no  general 
market  for  it.  They  are  not  listed,  f^eople  are  anxious  to  get  rid 
of  bonds  in  a  reorganized  company  that  has  been  in  bankruptcy. 

Now,  coming  to  his  statement,  I  will  state  that  I  had  numbers  and 
numbers  of  those,  100  or  200,  printed  for  the  bondholders,  and  they 
were  in  my  office  at  the  bank,  and  I  know  some  of  the  directors  saw 
them.  I  could  not  tell  you  how  many,  or  who,  but  they  were  there 
for  months,  and  some  of  them  are  lying  up  there  on  top  of  my  desk 
yet.  But,  in  addition  to  that  fact,  he  says  they  wrote  him  recently 
that  they  had  no  information,  they  did  not  mow  what  they  were 
worth.  It  was  hard  to  tell  at  that  time  what  they  were  worth.  It 
was  a  matter  of  opinion.  But  the  records  in  his  office  do  show  that 
Examiner  Trimble  has  been  insisting  for  five  years  that  we  dispose 
of  these  bonds,  and  the  records  of  his  office  show,  that  we  have 
insisted  that  they  were  worth  three  times  what  we  were  carrying 
them  at. 

But,  notwithstanding  that,  he  continued  to  insist  that  we  should 
sell  them.  Tliat  letter  is  signed  by  the  board  of  directors  of  the 
United  States  Savings  Bank.  He  recently,  as  he  states,  did  write  a 
letter  out  there  asking  the  board  to  take  such  action  as  the  facts  of 
the  matter  waiTanted,  or  the  situation  demanded.  But  he  never  did 
say  what  thev  did  warrant,  nor  what  we  should  do,  nor  what  the 
board  should  do.  You  remember.  Senator  Hitchcock,  he  said  I 
fleeced  my  brother  in  Geor^a,  or  I  fleeced  this  bank,  one  or  the 
other,  but  he  never  said  which  one  was  fleeced,  and  he  never  said 
what  the  bonds  were  worth.  The  only  information  I  have  as  to  the 
value  of  the  bonds  according  to  his  information,  is  that  Examiner 
Trimble  was  out  there  and  examined  me  for  about  a  week,  and  I 
asked  him  what  he  thought  they  were  worth,  and  he  said  they  were 
worth  par.  I  had  a  loan  on  those  bonds  for  30  cents  in  the  Union 
Savings  Bank.  Now  they  have  changed  front  absolutely  and  say 
thev  are  worth  par,  I  suppose.    I  think  they  will  be  paid,  absolutely. 

oenator  Fuetcher.  Did  the  bank  get  16  or  20  cents  ? 
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Mr.  CooPEiL  The  board  of  directors,  under  the  guidance  of 
Examiner  Trimble,  sold  the  bonds  at  the  carryinjr  price,  which  was. 
about  20  cents,  plus  the  loss  of  the  loss  of  the  paper  which  was  in 
there  on  the  Hurd  National  Bank,  which  had  been  charged  off,  and 
plus  the  taking  out  of  a  lot  of  other  criticised  paper,  ^one  of  that 
he  mentions  in  the  ciicular  letter  which  he  has  gotten  out.  That  is, 
he  may  refer  to  it.  He  repeats  exactly  what  he  said,  but  you  all 
remember  just  about  what  he  said  before  the  committee,  as  well  as  I  do. 

Senator  HircurocK.  I  would  like  to  inquire,  as  I  was  not  in  here  at 
the  beginning  of  the  session,  whether  it  is  the  purpose  of  the  com- 
mittee to  confine  this  now  to  new  testimony  that  has  developed  since 
the  last  hearmg? 

The  Chaiioiax.  New  testimony.  I  do  not  know  that  it  is  confined 
to  testimony  which  resulted  since  the  last  hearing,  but  anji:hing  that 
was  not  presented. 

Senator  Hitchcock.  T  assumed  we  did  not  want  to  go  through  the 
old  story. 

The  Chaikmax.  Not  to  repeat  the  old  story. 

Mr.  Cooper.  The  point  I  am  trying  to  make  is  that  he  has  sought 
to  destroy  these  banks  by  mailing  out  this  literature.  Under  the 
Federal  reserve  law  no  examiners  can  give  out  information  except 
imder  the  orders  of  the  comptroller,  assuming  that  the  comptroller 
is  a  man  of  probity  and  character  and  will  not  give  it  out  unless  it 
is  for  some  good  he  can  do  the  bank.  But  he  is  scattering  it  all  over 
the  country. 

Senator  Hexdersox.  The  executive  hearings  were  made  public, 
were  they  not,  at  the  end  of  the  committee  meetings  last  session? 

Mr.  Cooper.  No,  sir.  Part  of  Senator  Weeks's  testimony  was,  but 
none  of  the  balance.  It  was  nuirked  "Confidential  ■'  on  the  printed 
pamphlet. 

Senator  Henderson.  We  held  open  hearings  after  the  first  few 
days,  did  we  not,  and  all  of  that  testimony  went  out  to  the  public? 

Mr.  Cooper.  No,  sir.    The  record  shows  it  was  all  confidential. 

Senator  Hexdersox.  I  will  ask  the  chairman  if  it  is  not  true  that 
we  decided  to  hold  open  hearings,  and  had  open  hearings  for  weeks? 

The  Chairman'.  I  think  you  are  right.  Senator  Henderson.  'Wliether 
it  applied  to  all  testimony  or  not,  I  am  not  cert^iin. 

Senator  Norris.  I  think  we  had  open  hearings  for  a  while,  and  then 
had  an  executive  session. 

The  Chairman.  For  a  while;  ves. 

Senator  Norris.  And  Senator  Weeks's  testimony  was,  by  special 
order  of  the  committee,  I  think,  made  public.     I  may  be  mistaken. 

The  CiiAutMAx.  I  think  you  are  right  about  that. 

Mr.  Cooper.  The  record  shows  that  wlien  I  came  in  here  and  said 
that  Mr.  Williams  was  trying  to  intimidate  the  banks,  and  asked  you 
to  have  an  executive  session,  you  held  an  executive  session,  and  from 
then  on  until  Senator  Weeks  got  on  the  stand. 

The  CiiAiRMAX.  You  had  started  to  read  that  statement,  Mr.  Cooper. 
Have  3-ou  gotten  through  with  it? 

Afr.  Cooper.  This  is  in  the  shape  of  an  argument.  I  did  not  know 
whether  you  gentlemen  wanted  to  hear  it  or  not. 

Senator  Fi>etcher.  Is  there  any  other  new^  fact? 

Senator  Norris.  Are  you  attempting  to  show  there  wherein  this 
statement  i^  erroneous? 
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Mr.  Cooper.  Yes,  sir. 

Senator  Norris.  Or  creates  a  wrong  impression? 

Mr.  Cooper.  Yes,  sir. 

Senator  Norris.  I  should  think,  if  he  has  anything  in  that  based 
on  evidence,  ke  ought  to  be  allowed  to  show  it. 

Senator  Henderson.  Before  we  begin  the  argument,  is  there  apt 
to  be  a  vote  on  this  question  this  morning? 

The  Chairman.  I  do  not  think  so. 

Senator  Henderson.  I  received  word  from  Senator  Frelinghuysen 
yesterday,  a  member  of  the  committee,  that  he  wanted  me  to  arrange 
for  a  pair  w  ith  him  in  case  there  was  a  vote,  and  I  will  not  be  able  to 
stav  much  longer  now. 

'the  Chairman.  The  other  witness,  Mr.  Hogan,  is  engaged  in 
court  this  morning,  but  he  will  come.  I  shall  request  him  to  come  at 
the  next  meeting  of  the  committee.  I  do  not  think  there  will  be  any 
opportunity  of  finishing  to-day,  if  we  are  to  hear  Mr.  Hogan. 

Senator  Hitchcock.  Mr.  Chairman,  we  are  not  getting  anything 
of  any  value,  and  I  think  we  are  all  in  a  hurry  to  get  through. 

Mr.  Cooper.  Does  the  connuittee  desire  any  proof  of  these  new 
charges  about  the  railroad,  the  leasing  of  the  railroad  to  the  Govern- 
ment at  $600,000  a  year,  when  it  was  a  total  loss?  Of  course,  I  do 
not  want  to  tire  the  connuittee,  if  you  gentlemen  have  made  up  your 
minds. 

Senator  Xorris.  I  think  we  ought  to  have  proof  of  the  cliarges,  of 
coui-se. 

The  Chairman.  You  may  proceed,  Mr.  Cooper,  if  you  have  any- 
thing there. 

Mr.  Cooper,  The  only  way  I  can  pi'ove  those  charges  is  by  sub- 
pcenaing  witnesses  up  here. 

The  Chairman.  Have  you  the  witnesses  where  we  can  get  them? 

Mr.  Cooper.  They  are  in  the  city. 

Senator  Norris.  Let  us  get  them. 

The  Chairman.  Unless  there  is  objection. 

Senator  Pomerene.  May  I  ask  a  question  or  two  as  bearing  on 
tliat  question  i  I  want  a  little  more  light  on  this  matter,  so  that  we 
can  ascertain  whether  or  not  the  committee  care^  for  that.  Your 
charge,  as  I  understand  it,  is  that  Mr.  Williams,  on  the  finance  com- 
mittee of  the  Director  General  of  Railroads'  staff,  agreed  to  pay  a 
certain  rental  to  a  certain  railroad  in  Florida,  and  that  this  had  been 
a  losing  concern  for  some  years.    That  is  right,  is  it? 

Mr.  Cooper.  Not  exactly.    I  did  not  sav  Mr.  Williams  had  done  it. 

Senator  Pomerexe.  You  said  he,  with  the  committee,  had  done  it. 

Mr.  Cooper.  I  said  the  committee  had  done  it,  and  he  bv  his 
act — I  will  give  you  the  facts.  I  went  to  the  Assistant  Director 
General  of  Railroads'  office  the  other  day  and  got  the  files.  He  did 
not  put  them  in  my  hands,  but  he  had  them  in  his  hand,  and  he  kept 
turning  to  them,  and  I  asked  him  why  it  was  they  made  this  lease, 
and  he  said  he  did  not  know ;  that  the  road  was  hopelessly  insolvent, 
as  I  had  stated,  and  he  kept  turning  the  pages,  and  he  found  a 
notation,  and  he  said,  "  Here  is  a  note  that  the  Director  of  Finances 
did  not  approve  this.  It  was  not  submitted  to  him,"  or  something 
like  that.  Some  notation  like  that  put  in  there.  Manifestly  Mr. 
Williams  knew  of  it,  or  that  notation  would  not  have  been  in  thei*e, 
and  bv  his  act 
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Senator  Pomerene.  Do  not  go  off  on  a  tangent.  I  want  to  get  a 
certain  fact,  and  allow  me  to  get  it  in  my  own  way.  This  railroad 
was  presumably  taken  over,  as  a  lot  of  other  railroads  were,  by  the 
Director  General? 

Mr.  Cooper.  Yes,  sir. 

Senator  Pomerene.  And  he  was  authorized  by  act  of  Congress  to 
do  it.    That  is  correct,  is  it  not? 

Mr.  Cooper.  That  is  the  way  I  understand  it. 

Senator  Pomerene.  Having  taken  over  this  property,  the  Director 
General's  office  was  required,  under  the  law,  to  j)ay  a  certain  com- 
pensation for  the  use  of  that  property.    That  is  right,  is  it  not? 

Mr.  Cooper.  It  was  not  on  a  standard  form.  It  was  a  special 
contract. 

Senator  Pomerene.  I  am  not  asking  you  about  that.  They  had 
to  pay  a  certain  compensation  for  it? 

Mr.  Cooper.  I  do  not  understand  the  law  as  well  as  you  do. 
Senator. 

Senator  Pomerene.  I  think  I  know  something  about  it.  I  had 
something  to  do  with  the  making  of  it. 

Mr.  Cooper.  My  understanding  of  the  law  was  that  they  were  to 
pay  what  the  earnings  of  the  road  were  for  the  three  years  previous. 

Senator  Pomerene.  Your  understanding  is  not  complete.  That 
was  true  as  to  certain  other  railroads,  but  there  were  certain  other 
roads  which  were  supposed  to  be  insolvent,  or  not  in  a  very  pros- 
perous condition,  and  the  Director  General  and  thb  companies  were 
authorized  to  agree  upon  the  compensation,  and  presumably  some 
compensation  would  have  to  be  paia  for  a  property  which  was  taken 
over  by  the  Government.  Then,  the  only  question  that  could  be 
raised  was  whether  or  not  the  Government  paid  too  much  if  it  took 
it  over.    That  is  all,  is  it? 

Mr.  Cooper.  That  is  a  matter  of  opinion  whether  it  was. 

Senator  Pomerene.  Is  it  your  opinion  that  the  Government  paid 
too  much? 

Mr.  Cooper.  It  certainly  did. 

Senator  Po^ierene.  How  much  in  excess  of  what  would  be  a  fair 
return  did  it  pay  ? 

Mr.  Cooper.  If  it  lost  $513,000  the  year  previous,  and  they  agreed 
to  pay  $88,000  a  year  net 

Senator  Pomerene  (interrupting).  The  property  was  of  some 
value,  was  it  not? 

Mr.  Cooper.  It  is  a  little  road  that  runs  from  Augusta,  Ga.,  to 
Madison,  Fla.    I  think  it  must  have  been  of  mighty  litfle  value. 

Senator  Pomerene.  The  property  was  of  some  value,  was  it  not? 

Mr.  Cooper.  No,  sir;  utterly  worthless,  my  information  is. 

Senator  Poaierene.  It  served  a  communitv  down  there,  did  it  not? 

Mr.  Cooper,  Yes,  sir. 

Senator  Fletcher.  What  is  the  mileage? 

Mr.  Cooper.  I  really  do  not  know. 

Senator  Pomerene.  There  is  another  question.  I  understand 
from  your  statement  here  that  Mr.  Barcus  was  to  get  this  property? 

Mr.  Cooper.  Yes,  sir. 

Senator  Pomerene.  The  stock  in  this  company  that  you  speak  of 
here.    What  was  the  name  of  the  new  company  ? 

Mr.  Cooper.  Bureau  of  National  Literature. 
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Senator  Pomebene.  Did  this  statement  which  you  issued  correctly 
represent  the  fact  in  that  behalf? 

Mr.  Cooper.  It  certainly  did. 

Senator  Pomerene.  Which  was  to  the  effect  that  Mr.  Barcus  was 
to  get  all  this  stock  ? 

Mr.  Cooper.  He  was  to  get  the  stock,  sure. 

Senator  Pomerene.  On  page  16  of  this  pamphlet,  referring  to  the 
pamphlet  to  which  you  referred  a  moment  ago,  entitled  "To  the 
iBondholders  of  the  Bureau  of  National  Literature,  by  Wade  H. 
Cooper,  Washington,  D.  C,  1917,"  you  say: 

I  want  you  to  ODderstand  my  plan  thoroughly.  I  propose  to  have  the  whole 
plant  advertised  and  sold,  as  provided  by  the  terms  of  the  mortgage,  and  ap- 
pear there  on  behalf  of  all  the  bondholders  who  cooperate  with  me  and  buy  It 
in,  either  for  them  or  for  a  new  corporation,  which  shall  issue  to  them  the 
same  amount  of  bonds.  Your  position  will  be  exactly  the  same  in  the  new 
corporation,  except  you  will  have  your  pro  rata  part  of  the  capital  stock  of  the 
new  corporation  In  addition  to  your  bonds. 

You  are  speaking  of  the  prospective  stockholders  and  bondholders. 
Note  that  language : 

You  wiU  have  your  pro  rata  part  of  the  capital  stock  of  the  new  corpora- 
tion in  addition  to  your  bonds,  the  stock  to  stand  In  your  name  and  be  voted 
by  you  until  the  bonds  are  paid,  when  the  stockholders  can  turn  the  stock 
over  to  Mr.  Barcus  or  keep  it  themselves,  as  they  may  elect,  depending  upon 
tlie  length  of  time  required  to  pay  the  bonds  and  all  the  circumstances  con- 
nected therewith. 

Was  this  stateifient  correct? 

Mr.  Cooper.  Yes,  sir.    That  was  a  proposed  new  organization. 

Senator  Walsh.  What  do  you  propose  to  show  by  these  v^tnesses; 
just  what  facts? 

Mr.  Cooper.  In  connection  with  the  railroads 

Senator  Walsh  (interposing).  That  the  lease  was  for  too  much? 

Mr.  Cooper.  No.  I  only  expect  to  show  the  facts  I  stated  here, 
that  the  road  was  a  losing  proposition,  hopelessly  insolvent,  in  the 
hands  of  receivers  for  six  years,  and  notwithstanding  that  fact, 
they  proposed  to  give  it  $88,000  a  year. 

Senator  Norris.  Do  you  propose  to  connect  Mr.  Williams  with 
that? 

Mr.  Cooper.  Only  being  the  Director  of  Finance,  that  he  was  a 
brother  of  the  receiver  of  the  road. 

The  Chairman.  He  was  a  brother  of  the  receiver  of  the  road  ? 

Mr.  Cooper.  Mr.  Williams's  brother,  Mr.  Langbom  Williams. 

Senator  Walsh.  I  think,  in  view  of  that  fact,  we  ought  to  have 
the  witnesses,  for  Mr.  Williams's  own  sake,  if  his  brother  was  a  re- 
ceiver and  he  was  a  director  and  making  a  contract  with  him. 

Senator  HrrcHCocK.  Who  made  the  contract  ? 

Mr.  Cooper.  I  suppose  the  contract  was  made  by  the  usual  parties 
— ^the  legal  department. 

Senator  HrrcncocK.  Who  ai*e  they  ? 

Mr.  Cooper.  Judge  Payne,  I  believe,  is  counsel.  I  do  not  know 
who  makes  the  contracts — the  Director  General,  I  suppose. 

Senator  HrrcHCocK.  You  do  not  claim  Mr.  Williams  makes  the 
contracts? 

Mr.  Cooper.  Mr.  Williams,  I  understood,  was  Director  of  Finance, 
and  was  acting  in  an  advisory  capacity. 

The  Chairman.  Mr.  Williams  knows  all  about  it. 
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Mr.  Cooper.  He  certainly  ought  to  know.    There  was  a  notation 

fut  in  there  that  he  did  not  approve  or  submit  to  it  or  something, 
do  not  know  exactly  what  it  was. 

Senator  Hitchcock.  That  Mr.  Williams  did  not  approve  of  the 
contract? 

Mr.  Cooper.  Yes,  sir.    Some  little  notation  put  in  the  file. 

Senator  Hitchcock.  You  do  not  claim  he  made  the  contract,  and 
you  now  say  it  was  noted  on  the  papers  that  he  did  not  approve  it. 

Mr.  Cooper.  No  ;  I  say  there  was  some  little  notation  in  there  that 
it  was  not  submitted  to  him  for  approval  or  something.  I  could 
not  tell  you  unless  I  saw  and  read  it. 

Senator  Hitchcock.  So  you  do  not  charge  he  either  made  the 
contract  or  approved  it? 

Mr.  Cooper.  I  charge  by  his  act  he  ratified  arid  approved  it — 
acquiesced. 

Senator  Hitchcock.  What  was  that  statement  you  just  made — 
that  it  was  not  submitted  to  him  for  approval  ? 

Mr.  Cooper.  There  was  a  notation  which  the  Assistant  Director 
General  read  to  me.  There  was  a  notation  in  the  file  to  the  effect 
that  it  was  not  submitted  to  him  for  approval.  I  am  not  under- 
taking to  give  his  exact  language. 

Senator  Hitchcock.  Is  it  your  purpose  to  prove  it  was  submitted 
to  him  for  his  approval  ? 

Mr.  Cooper.  No,  sir ;  that  by  his  act  he  acquiesced  in  it,  and  by  his 
act  approved  it,  and  ratified  it. 

The  Chairman.  What  witnesses  would  be  able  to  enlighten  the 
committee? 

Mr.  Cooper.  I  think  it  was  made  under  Mr.  McAdoo's  adminis- 
tration. Oscar  Price  was  his  assistant,  but  he  has  gone.  Mr.  Hines 
is  Director  General,  and  I  suppose  he  could  tell  you  more  about  it 
than  anyone  else. 

Senator  Hitchcock.  I  am  wondering  why  you  charge  him  with 
responsibility,  come  before  this  committee  and  say  that  Mr.  Williams 
has  been  guilty  of  culpable  conduct,  when  you  also  tell  the  com- 
mittee that  he  did  not  make  the  contract,  and  that  you  found,  on  an 
investigation,  that  the  papers  showed  that  it  was  not  submitted  to 
him  for  approval.    What  is  the  force  of  your  charge? 

Mr.  Cooper.  I  said  he  was  the  Director  of  Finance  of  the  United 
States  Railroad  Administration,  and  by  his  acquiescence  he  ratified 
and  approved  it. 

Senator  Pomerexe.  What  did  he  do  ? 

Mr.  Cooper.  By  doing  nothing,  not  opposing  it. 

The  Chairman.  Could  they  have  gotten  the  money  without  his  ap- 
proval? 

Mr.  Cooper.  I  do  not  know. 

Senator  Hitchcock.  You  claim  that  in  his  place  he  was  the  proper 
one  to  make  the  contract! 

Mr.  Cooper.  I  do  not  know.  I  do  not  know  who  makes  the  con- 
tracts. I  do  not  know  who  signs  them.  But  I  am  telling  you  that 
as  director  of  finance  he  ratified  and  approved  the  contract,  with  his 
acquiescence  in  it,  which  was  wron^. 

Senator  Hitchcock.  But  if  he  did  not  make  the  contract  and  did 
not  approve  the  contract,  and  it  was  a  legal  contract,  and  he  mei*ely 
paid  out  the  money,  where  is  his  culpability? 
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Mr.  Cooper.  He  can  approve  by  standing  by,  being  silent,  without 
signing  his  name. 

Senator  Hitchcock.  As  Director  of  Finance,  he  is  required  to  pay 
out  any  money  due  under  a  legal  contract.  Do  you  claim  that  this 
was  not  a  legal  contract? 

Mr.  Cooper.  No,  sir.     I  claim  it  was  an  immoral  contract. 

Senator  Hitchcock.  It  was  made  by  the  proper  people,  was  it  not? 

Mr.  Cooper.  I  do  not  know  who  made  it. 

Senator  Hitchcock.  I  want  to  know  why  you  charge  the  comp- 
troller with  responsibility 

Mr.  Cooper  (iiiten*upting).    Because  he  stood  by- 


Senator  Hitchcock  interrupting);  Wait  a  moment.  I  want  to 
know  why  you  charge  tlie  comptroller  with  responsibility,  when  you 
do  not  charge  that  he  made  the  contract,  and  when  you  admit 
specifically  that  the  papers  show  that  he  did  not  even  approve  it. 

Mr.  Cooper.  Because  he  stood  by  and  acquiesced  in  it. 

Senator  Walsh.  How  did  he  acquiesce  ? 

Mr.  Cooper.  By  his  silence. 

Senator  Hitchcock.  I  say  there  is  nothing  to  call  any  witness 
on  here. 

The  Chairman.  I  do  not  know.  If  there  was  collusion,  it  would 
not  necessarily  appear  in  writing  in  there.  If  there  was  an  acquies- 
cence on  the  comptroller's  paii:,  and  it  was  a  contract  which  he  must 
have  known  about,  and  mowing  about  should  have  prevented  it, 
it  may  be  important. 

Senator  Hitchcock.  Suppose  the  legal  parties  make  a  contract, 
there  is  nothing  for  the  Director  General  to  do  except  to  pay  out  the 
money  under  the  contract.  If  there  was  any  charge  here  by  this 
witness  that  the  comptroller  had  induced  the  contract,  or  that  he 
had  approved  the  contract,  it  would  be  different.  But  his  direct 
pei-sonal  admission  is  that  he  neither  made  the  contract  nor  even 
approved  it  or  ever  saw  it.  If  this  committee  is  going  to  spend  its 
time  in  looking  up  witnesses  on  such  vague  contradictory  testi- 
mony  

The  Chairman.  The  situation  is  this:  Mr.  Williams's  brother  was 
receiver  of  this  road,  and  according  to  the  testimony  of  the  witness 
the  road  was  insolvent,  practically  worthless,  and  the  amount  of 
money  paid  by  the  Government  was  unreasonable,  and  Mr.  Williams, 
as  Director  oi  Finance,  must  have  known  that  it  was  an  unreasonable 
paynient,  and  just  what  his  connection  with  it  w^as,  of  course,  does 
not  appear  to  the  committee.  It  niight  htive  been  an  improper  con- 
nection,  and   it  might  not. 

Senator  Hitchcock.  Does  the  chairman  know  whether  the  Di- 
rector of  Finance  has  anything  to  do  with  the  making  of  contracts? 

Tlie  Chairman.  I  do  not. 

Senator  Fletcher.  Whv  not  ask  Mr.  Williams  about  it?  He 
is  here. 

Senator  IIttchcck  k.  1  have  not  an\'  objection,  if  they  want  to 
go  into  it. 

The  Chairman.  I  have  no  objection  to  Mr.  Williams  making  any 
statement  that  he  choses  to  make  at  this  time. 

Senator  Hitchcock.  Let  me  finish  up  with  this  witness  first.  I 
suggest  that. 
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Mr.  Cooper.  I  was  asking  if  you  wanted  any  proof  on  that  pro- 
position? If  you  did,  we  would  have  to  subpoena  the  director  or 
assistant  director,  and  let  him  bring  that  file  over  here,  and  we  could 
see  who  made  that  contract,  how  it  was  made,  when  it  was  made,  and 
why  it  was  made.  I  have  no  access  to  the  files.  The  same  way  with 
these  overdrafts  at  the  Commercial  National  Bank.  I  think  that 
shows  the  reason  Mr.  Williams  showed  such  resentment  against  the 
charges  against  his  examiner. 

Senator  Fletcher.  The  Director  General  ought  to  know  about  it. 

Senator  Hitchcock.  Why  not  ask  Mr.  Williams,  or  let  some  mem- 
ber of  his  committee  inform  us,  just  who  the  legal  parties  were  who 
made  contracts. 

The  Chairman.  I  have  no  objection. 

Senator  Hitchcock.  Mr.  Williams,  what  did  the  Director  of 
Finance  have  to  do  with  contracts  such  as  this  witness  has  referred  to 
here? 

Mr.  Williams.  I  take  pleasure  in  informing  you  that  I  never  read 
or  advised  in  regard  to  that  contract  at  any  time. 

Senator  Hitchcock.  We  have  asked  you  who  makes  these  con- 
tracts— what  officer  of  the  Government  makes  such  a  contract? 

Mr.  Williams.  The  Director  General. 

Senator  Hitchcock.  Who  advises  or  consults  with  him? 

Mr.  Williams.  His  staff. 

Senator  Hitchcock.  Who  are  his  staff? 

Mr.  Williams.  His  staff  is  composed  of  the  directors  of  the 
different  divisions  of  the  Railroad  Administration. 

Senator  Hitchcock.  Were  you  a  member  of  that  staff? 

Mr.  Williams.  I  was  a  member.  I  was  Director  of  Finance  and 
also  Director  of  Purchases. 

Senator  Hitchcock.  So  that  in  making  a  lease  of  any  railroad  you 
would  be  consulted  with  others  by  the  Director  General  ? 

Mr.  Williams.  Ordinarily. 

Senator  Hitchcock.  In  this  particular  instance  what  was  your 
attitude  and  position? 

Mr.  Williams.  I  never  even  read  the  contract,  knew  nothing  of  it, 
never  advised  in  regard  to  it,  and  absolutely  kept  away  from  it.  I 
was  not  even  familiar  with  its  conditions. 

Senator  Hitchcock.  Why? 

Mr.  Williams.  Because  certain  members  of  my  family  had  been 
interested  largely  in  that  road,  and  for  that  reason  I  wanted  to  avoid 
having  anything  whatsoever  to  do  with  it. 

Senator  Hitchcock.  What  public  action  did  you  take  to  indicate 
that  you  had  nothing  to  do  with  this  contract? 

Mr.  Williams.  I  so  advised  the  Director  General  that  I  would 
prefer  not  to  have  anything  to  do  with  it,  and  the  contract  was 
approved  at  a  meeting  of  the  staff  at  which  1  was  not  present  and  I 
did  not  even  know  it  would  come  up;  at  this  meeting. 

Senator  Hitchcock.  Was  a  notation  made  of  that  fact  on  the 
records  such  as  the  witness  has  described  ? 

Mr.  Williams.  I  have  never  been  over  the  records. 

Senator  Hitchcock.  Your  attitude  is  that  you  took  the  position 
of  having  nothing  to  do  with  it  ? 

Mr.   Williams.  Nothing  whatever. 
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Senator  Hitchcxkjk.  Because  of  the  fact  that  it  involved 


Mr.  Williams  (interrupting).  One  of  my  brothers  was  receiver  of 
the  road. 

Senator  Hitchcock  (continuing) — an  agreement  of  the  Govern- 
ment with  some  people  who  were  related  to  you  by  blood  ? 

Mr.  Williams.  Yes,  sir. 

The  Chaikman.  You  say  you  did  advise  with  the  Director  General? 

Mr.  Williams.  No;  I  declined  to  advise  with  him  in  the  sumject. 

The  Chairman.  Just  tell  the  committee  what  the  conversation  was 
that  you  had  with  the  Director  General  with  regard  to  this  matter. 

Mr.  Williams.  I  simply  stood  off.  I  declined  to  have  anything  to 
do  with  it. 

The  Chairman.  But  you  had  a  conversation  with  him  when  you 
declined  to  have  anything  to  do  with  it. 

Mr.  Williams.  It  was  imderstood  that  I  preferred  not  to  be  con- 
sulted in  regard  to  that  contract,  or  to  give  any  advice  on  it. 

The  Chairman.  How  was  it  understood?  Just  what  did  you  say 
to  the  Director  General  ?    You  talked  with  him  about  it. 

Mr.  Williams.  I  talked  to  him  frankly,  simply  gave  him  to  under- 
stand that  I  did  not  care  to  discuss  or  pass  upon  that  contract.  That 
was  all.  I  never  made  any  suggestion  as  to  whether  it  should  be  one 
figure  or  another. 

The  Chairman.  How  was  the  contract  brought  to  your  attention? 

Mr.  Williams.  It  was  not  brought  to  my  attention.  It  was  studi- 
ously— at  my  request  and  desire  it  was  kept  away.  It  may,  in  a  per- 
functory way,  have  been  sent  to  me  as  one  of  the  directors.  If  it  was, 
it  was  sent  back  without  being  read. 

The  Chairman.  Maybe  it  was  sent  to  you  ? 

Mr.  Williams.  It  may  have  been  sent  to  my  office,  but,  as  I  say, 
I  never  even  read  the  contract  and  was  not  tamiliar  with  its  pro- 
visions. 

The  Chairman.  How  was  your  attention  first  called  to  this 
contract? 

Mr.  Williams.  I  do  not  think  my  attention  ever  was  called  to  it 
especially.  It  was  known  I  had  at  one  time  been  connected  with  the 
road,  10  years  ago. 

The  Chairman.  Yes;  but  you  did  tell  the  Director  General  that 
vou  did  not  want  to  know  about  the  contract? 

Mr.  Williams.  I  should  be  very  glad  to  look  over  my  letter  book 
and  see  if  I  wrote  him  any  letter  expressing  that  in  writing,  and 
making  it  a  matter  of  record,  or  simply  expressed  to  him  my  prefer- 
ence not  to  have  anjrthing  to  do  with  tnat  particular  transaction. 

The  Chairman.  Whether  it  was  in  writing  or  was  had  orally,  what 
did  you  say  to  him  ? 

Mr.  Williams.  I  simply  expressed  a  desire  not  to  be  consulted  or 
to  discuss  that  contract. 

The  Chairman.  Do  you  remember  how  it  was  brought  to  your 
attention  ? 

Mr.  Williams.  I  do  not.  In  fact,  I  was  so  particularly  careful 
not  to  have  anything  to  do  with  it,  that  I  do  not  tnink  it  was  brought 
to  my  attention  particularly.  I  know  that  it  was  never  considered  by 
me  or  discusi%d  oy  me. 

The  Chairman.  If  it  had  not  been  brought  to  your  attention,  how 
did  you  come  to  volunteer  the  refusal  to  have  anything  to  do  witlv  \tl 
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Mr.  WiixiAMs.  I  knew  that  the  mutter  was  coming  up.  The  con- 
tracts with  all  the  railroads  of  the  country  were  coming  up  and  were 
being  considered  at  the  staff  conferences  from  time  to  time,  and  I 
think  at  a  meeting  of  the  railroad  conference  some  months  ago  the 
minutes  will  show  that  at  the  previous  meeting  some  contract  with 
the  Georgia  &  Florida  Railway  had  l>een  passed  upon  by  the  staff. 
But  I  think  it  might  be  well  for  me  also  to  make  the  committee  under- 
stand that  the  action  by  the  staff  is  simply  advisory.  The  determina- 
tion is  purely  with  the^  Director  General." 

Senator  Pomerene.  Did  you,  directly  or  indirectly,  make  any  sug- 
gestion to  either  the  Director  (ieneral  of  Railroads  or  any  of  the  staff 
as  to  what  compensation  should  be  paid  to  tlie  receiver  or  to  the 
railroad  company  for  their  property? 

Mr.  Williams.  Never  at  any  time. 

Senator  Pomerene.  And  you  knew,  of  course,  that  your  brother 
was  the  i*eceiver  of  that  railroad? 

Mr.  Williams.  He  was  one  of  three  receivers. 

Senator  Pomerene.  You  knew  also  that  the  Director  General  hav- 
ing taken  over  that  property,  some  compensation  would  liave  to  be 
j)aid  to  the  receivers  for  the  use  of  it  ? 

Mr.  Williams.  Presumably. 

Senator  Pomerene.  And  because  of  your  brother's  interest  in  it, 
you  had  nothing  to  do  either  directly  or  indii*ectly  with  the  fixing 
of  the  compensation  for  that  property  ? 

Mr.  Williams.  Nor  with  any  portion  of  the  contract. 

Senator  Pomerene.  Or  with  the  making  of  the  contract? 

Mr.  Williams.  Or  with  the  making  of  the  contract.  I  will  also 
state  here  that  my  general  knowledge  of  that  situation  is  that  the 
figures  given  by  the  witness  were  grossly  inaccurate.  I  think  he 
stated  that  the  deficit  immediately  ]^rior  to  the  taking  over  of  the 
road  w^as  $500,000.  I  am  not  familiar  with  it.  I  have  not  charged 
my  memory  with  it,  but  my  impresj^ion  is  that  not  only  was  there  no 
such  deficit,  but  that  the  earnings  of  the  road  for  the  year  prior  to 
its  taking  over  were  approximately  as  much  as  was  allowed  by  the 
Director  General. 

Senator  Pomerene.  Whether  the  road  was  insolvent  or  not,  the 
Government  having  taken  over  the  property  would  have  to  pay  some 
compensation  ? 

Mr.  Williams.  Had  to  pay  a  proper  i*emuneration  to  its  ownei-s. 

Senator  Hitchcock.  Have  you  any  financial  interest  in  the  road 
or  any  of  its  securities? 

Mr.  Williams.  A  negligible  interest.  I  think  I  have  an  interest 
worth  probably  four  or  five  thousand  dollars,  which  was  not  pur- 
chased by  me,  l:)ut  taken  in  settlement  of  an  obligation  some  months 
ago. 

Senator  Calder.  You  say  you  were  connected  wnth  the  road  some 
10  years  ago  ? 

Mr.  Williams.  Yes,  sir. 

Senator  Calder.  In  what  capacity? 

Mr.  Williams.  I  was  president  of  the  road  at  the  time  of  its  con- 
struction and  for  several  years  thereafter.  I  think  it  was  built  aboiit 
1907,  and  the  few  years  succeeding.  T  think  I  retired  from  the  presi- 
dency about  1910  or  1912. 
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Senator  Calder.  Were  you  a  director  of  the  road  after  that? 

Mr.  Williams.  When  I  came  on  to  Wasliington  I  retired  from  all 
corporate  interests  of  every  sort.  I  retired  from  the  firm  of  which  I 
had  been  a  member,  and  from  all  directorships  in  banks  and  trust 
companies,  and  parted  with  all  of  my  interest  in  every  operated  bank 
and  ti-ust  company.  I  was  not  required  to  do  that,  but  I  thought  it 
the  best  thing  to  do. 

Senator  Hitchcock.  WTiat  has  been  the  practice  of  the  Director 
General  in  regard  to  the  roads  which  have  been  in  the  hands  of  a 
receiver,  or  been  operating  under  a  deficit?  Has  the  compensation 
paid  been  such  as  to  wipe  out  the  deficit? 

Mr.  Williams.  Eacli  road  is  considered  upon  its  merits.  You  may 
find  some  cases  where  there  may,  for  the  three-year  period,  have  been 
a  very  small  return,  or  no  return.  But  we  may  find  that  in  one  of 
those  three  yeai-s  the  road  may  have  been  subjected  to  exceptional 
conditions,  like  a  drouth  or  a  storm,  or  a  flood,  which  may  have  wiped 
out  all  earnings  for  that  year.  In  cases  of  that  sort  the  Director 
General  sometimes  feels  it  is  proper  to  take,  instead  of  the  three 
years,  1915,  191G,  and  1917,  some  other  year  as  a  fair  measure  of  the 
returns  of  the  road.  For  example,  if  a  road  has  been  making  a  million 
dollars  a  year  right  along,  and  in  1915  met  with  misfortune  or  trouble 
of  one  sort  or  another  and  made  no  earnings,  it  might  be  thought 
fair  to  take  some  other  year,  1912  or  1913,  when  conditions  were  more 
normal,  and  would  establish  an  average  on  some  such  basis  as  that. 

Senator  Hitchcock.  The  Director  General  has  that  latitude,  has 
he,  imder  the  law  ? 

Mr.  Williams.  There  is  a  certain  latitude  he  has. 

The  Chairman.  It  is  now  pretty  nearly  12  o'clock,  Senators. 

Senator  Fletchek.  What  is  the  length  of  that  road,  Mr.  Williams? 

Mr.  Williams.  I  think  the  road  operates  about  450  miles,  if  I 
remember  correctly. 

The  Chairman.  I  assume  the  committee  will  not  want  to  continue 
this  hearing  after  12  o'clock. 

Senator  Hitchcock.  No. 

The  Chairman.  I  would  like  to  know  what  the  pleasure  of  the 
committee  is  with  regard  to  the  next  meeting. 

Mr.  Williams.  May  I  finish,  Mr.  Chairaian? 

The  Chairman.  You  will  have  plenty  of  opportunity,  Mr. Williams. 
If  the  committee  will  leave  the  next  meeting  subject  to  the  call  of  the 
chairman,  I  will  undertake  to  get  any  other  individuals  who  wish  to 
protest  this  nomination. 

Mr.  Williams.  I  ask  earnestly  that  the  meetings  be  all  open 
meetings.  If  any  charges  are  to  be  made,  I  want  them  made  openly 
and  above  board. 

The  Chairman.  This  meeting  is  an  open  meeting. 

Mr.  Williams.  I  hope  all  of  the  meetings  will  be  open. 

(Thereupon  at  11.55  o'clock  a.  m.  the  committee  adjourned  subject 
to  the  call  of  the  chairman.) 


WEDNESDAY,  JULY  9,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D.  C. 

The  (roniniittee  met,  pursuant  to  call,  at  10.15  o'clock  a.  m.,  in  the 
t  ornmittce  room,  Senate  Office  Building,  Senator  George  P.  McLean, 
presiding. 

l^resent:  Scnatoi-s  McLean  (chairman),  Calder,  Newben'y, 
Fletcher,  and  Henderson. 

Present  also :  Hon.  Louis  T.  McFadden ;  Hon.  John  Skelton  Wil- 
liams, Comptroller  of  the  Currency ;  Hon.  Thomas  P.  Kane,  Deputy 
Comptroller  of  the  Currency;  Mr.  J.  J.  Darlington,  Mr.  Frank  J. 
Ho^an,  Mr.  Wade  H.  Cooper,  Mr.  A.  E.  Jones,  and  others. 

The  committee  had  under  consideration  the  nomination  of  Mr. 
John  Skelton  Williams  as  Comptroller  of  the  Currency. 

The  Chairman.  Mr.  Hogan,  you  understand  the  matter  before  the 
committee  is  the  nomination  of  Mr.  Williams  as  Comptroller  of  the 
Currency.    As  I  undei^stand  it,  you  have  had  a  copy  of  the  testimony  ? 

Mr.  Hogan.  I  have  . 

The  Chairman.  You  can  make  any  statement  you  wish  to  the  com- 
mittee in  regard  to  those  proceedings,  or  any  other  matter  affecting 
Mr.  Williams's  official  conduct. 

STATEMENT  OF  HB.  FRANK  J.  HOOAN,  OF  WASHINGTON,  D.  C. 

Mr.  HooAN.  Mr.  Chairman  and  Senators,  my  name  is  F'rank  J. 
Hogan.  By  profession  I  am  an  attorney  at  law.  I  am  a  member  of 
the  bar  of  the  Supreme  Court  of  the  United  States,  of  the  courts  of 
the  District  of  Columbia,  and  of  several  other  Federal  courts.  In 
association  with  Mr.  J.  J.  Darlington,  I  am  one  of  the  general  counsel 
of  the  Biggs  National  Bank,  and  I  have  bejBn  of  counsel  for  that  bank 
since  the  summer  of  1914. 

The  Biggs  National  Bank,  as  such,  has  no  protest  to  make  and  re- 
quests no  hearing  in  regard  to  the  nomination  of  John  Skelton 
Williams  now  pending  before  this  committee.  But  at  a  hearing  be- 
fore the  Senate  Banking  and  Currency  Committee  during  the  last 
Congress,  the  question  of  Mr.  Williams's  official  conduct  with  respect 
to  the  Biggs  National  Bank  and  its  officers  since  his  first  appoint- 
ment as  Comptroller  of  the  Currency  was  brought  into  the  record  by 
Senator  Weeks,  of  Massachusetts,  and  in  the  report  of  those  hearings 
is  found  the  expression  of  several  Senators,  jnembers  of  this  com- 
mittee, that  they  desired,  before  they  passed  upon  Mr.  Williams's 
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nomination,  to  hear  the  Riggs  Bank's  side  of  the  famous  or  notorious 
controversy  between  that  bank  and  Comptroller  Williams.  In  re- 
sponse to  that,  the  then  chairman  of  the  committee,  through  his  clerk, 
Mr.  Beller,  requested  my  appearance  before  the  committee.  Senator 
Weeks  likewise  requested  that  I  appear.  Imperative  professional 
obligations  which  required  my  attendance  upon  a  trial  in  New  York 
at  that  time  prevented  my  being  here. 

I  received  recently  from  the  present  chairman  of  the  comniittee. 
Senator  McLean,  a  request  to  appear  this  morning,  and  I  consider  it 
the  performance  of  a  duty,  public  in  its  nature,  by  me  personally  to 
come  here.  I  have  had  no  mstructions  from  the  bank  or  any  oi  its 
officers.  So  far  as  I  know,  its  board  of  directors  do  not  know  of  my 
appearance.  So  what  I  have  to  say  is  not  what  the  bank  says,  but 
whvLt  I  individually  say. 

In  1836  W.  W.  Corcoran,  the  man  who  founded  the  Corcoran  Art 
Gallerj'^  the  Louise  Home,  and  various  well-known  charitable  insti- 
tutions in  this  community,  in  association  with  Mr.  George  W.  Riggs, 
formed  the  private  banking  firm  of  Riggs  &  Co. 

From  1836  to  the  present  day  Riggs  &  Co. — or,  as  in  the  course  of 
time  it  became  known,  Riggs  Bank — ^has  been  the  foremost  financial 
institution  of  the  National  Capital.  For  the  first  60  years  of  its 
existence  it  was  a  mere  copartnership,  first  composed  of  Corcoran  & 
Ri^s  and  later  composed  of  Corcoran,  and  when  Mr.  Corcoran  died, 
of  Kiggs:  Mr.  Charles  C.  Glover,  who  came  into  it  as  a  boy;  Mr. 
Francis  Riggs,  Mr.  Hyde,  Mr.  Johnson,  and  other  gentlemen  whose 
names  it  is  not  now  important  to  recall. 

It  did  a  world-wide  business.  It  was  always  prosperous.  At  no 
time  in  its  existence  was  there  a  question  of  its  solvency.  At  no  time 
in  its  existence  did  the  men  who  conducted  it  hold  other  than  the 
highest  positions  in  this  community  and  in  the  Nation  generally. 

In  1896,  60  years  after  it  had  been  formed  in  this  community  as  a 
private  banking  house,  it  took  out  a  national  charter,  with  a  capital 
of  $500,000.  That  chart-er,  as  you  Senators  know,  was,  under  tiie 
law,  for  a  term  of  20  years,  and  under  the  law  its  renewal  at  the  ex- 

?iration  of  the  first  term  of  20  years  rested  in  the  discretion  of  the 
iomptroUer  of  the  Currenqr. 

At  first  the  Riggs  National  Bank  was  conducted  by  the  same  group 
of  men  who  had  formed  the  firm  of  Riggs  &  Co.  From  1840,  or 
thereabouts^  down  to  1913.  the  Riggs  Bank  had  been  the  depository 
and  the  individual  bank  or  every  President  of  the  United  States  dur- 
ing his  term  in  the  presidency.  It  had  been  the  leading  depository 
for  every  one  of  the  big  forei^  embassies  and  ministries.  It  did  k 
world-wide  business  in  addition  to  a  nation-wide  business^ 

Its  relations  with  men  in  public  life  necessarilv  led  to  the  ordi- 
nary banking  transactions  betwen  those  men  in  puolic  life  and  itself, 
it  not  then  having  been  considered  that  because  it  happened  to  oc- 
cur to  anyone  that  because  one  was  a  Cabinet  officer  or  Senator  of 
the  United  States  he  could  not  have  the  ordinary  legitimate  connec- 
tions with  his  bank  that  any  other  porson  would  have. 

When  the  firm  of  Riggs  &  Co.  was  in  existence,  because  of  the  non- 
commercial character  of  the  city  of  Washington,  its  main  business 
wfts  the  taking  care  of  investments  which  represented  either  the  sur- 
plus money  of  wealthy  persons  or  the  savings  of  person  in  the  more 
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humble  walks  of  life.  Mr.  Charles  C-  Glover,  who  had  been  the 
guiding  spirit  for  a  great  many  years,  a  man  now  past  70,  always 
very  strongly  advised  customers  of  the  firm  of  Kiggs  &  Co.  to  invest 
then*  money  in  first-mortgage  note^s,  well  secured  on  real  estate,  but  if 
customers  of  Riggs  &  Co.  desired  it  Mr.  Glover  and  the  members  of 
that  firm  attended  to  the  purchase  of  stocks  and  bonds  for  the  cus- 
tomers of  the  bank.  So  that  when  they  turned  into  a  national  bank- 
ing institution  in  1896  the  overwhelming  majority  of  its  business  was 
that  business  which  was  represented  by  what  we  call  real  estate  notes, 
or  notes  secured  on  real  estate,  and  business  which  was  representea 
by  notes  collaterally  seiaired  by  stocks  and  bonds  as  distinguished 
from  business  which  was  represented  by  unsecured  notes,  having 
merely  the  name  of  the  maker,  or  the  makei*  and  indorsers,  thereon. 

The  Treasury  Department  was  frankly  informe<l  that  it  would 
take  quite  some  time  for  the  assets  of  Riggs  &  Co.  to  be  so  regu- 
lated as  to  conform  to  the  restrictions  of  the  national-bank  act. 
For  instance,  Riggs  &  Co.  owned,  as  it  had  a  right  to  own,  quite  a 
large  number  of  very  high-class  local  st(K'k  securities,  and  rather 
than  sacrifice  those  it  was  arranged  with  the  Treasury  Department 
that  they  could  from  time  to  time,  when  the  market  permitted, 
dispose  of  those  securities  to  the  advantage  of  the  bank  and  its 
assets. 

Under  the  national  banking  law  a  national  bank  had  no  right  to 
lend  money  directly  on  real  estate,  and  under  the  construction  of 
that  law  by  the  office  of  the  Comptroller  of  the  Currency  a  national 
bank  had  no  right  to  lend  money  on  notes  which  were  secured  by 
real  estate  notes.  For  instance,  if  John  Jones  owned  a  note  for 
$5,000  that  was  collaterally  secnired  by  a  first  mortgage  on  a  build- 
ing worth  $50,000  and  he  wanted  to  borrow  $4,000  and  went  to  a 
national  bank  and  gave  his  pei*sonal  note  for  $4,000  and  gave  the 
$5,000  real  estate  note  as  security  the  comptroller's  office  held  that 
was  within  the  prohibition  of  the  law.  The  (•omptroller's  o&ce^ 
erroneously  so  held,  because  subsequently,  in  about  the  year  1906, 
the  Unitecl  States  Supreme  Court,  whose  conclusions  on  that  sub- 
ject are  binding  both  on  banks  and  the  comptroler,  held  that  the 
comptroller's  office  and  the  Treasury  Department  had  been  all  wrong 
in  tiiat  construction  and  that  a  national  bank  had  a  perfect  right 
to  lend  money  on  personal  notes,  even  though  those  personal  notes 
were  buttressed  and  secured  by  real  estate  notes.  I  make  that  as  a 
preliminary  statement,  because  over  all  of  the  controversy  that 
arose  in  1914  and  around  it  all  the  transactions  gi'owing  out  of 
loans  collateraled  by  stocks  and  bonds  and  the  transactions  growing 
out  of  loans  collateraled  by  real  estate  notes  until  recently  gave 
that  bank  the  position  of  having  more  loans  than  were  not  only 
secur^  by  the  maker's  good  faith  and  the  makers'  name,  but  were 
secured  by  collateral,  than  any  bank  in  this  community.  That  was 
the  situation  in  1914  and  was  the  situation  in  1913. 

In  1913,  while  Mr.  John  Skelton  Williams  was  Assistant  Secretary 
of  the  Treasury,  and  while  the  office  of  Comptroller  of  the  Currency 
was  temporarily  vacant  as  a  result  of  the  expiration  of  the  term 
or  resignation  of  Mr.  Lawrence  O.  Murray,  who  had  for  a  number 
of  years  been  Comptroller  of  the  Currency,  and  while  apparently 
Mr.  Williams  was  performing  many  of  the  functions  of  the  comp- 
troller's office,  there  occurred  in  this  city  the  failure  of  the  United 
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States  Trust  Co.  I  use  the  term  "failure"  in  its  popular  significa- 
tion. For  some  time  it  was  well  known  in  financial  circles  in  the 
(ity  that  the  ITnited  States  Trust  Co.  was  in  a  precarious  financial 
condition.  The  bank  examiners  made  a  lon<r  list  of  its  criticizable 
paper. 

ilr.  Glover,  the  president  of  the  Riggs  National  Bank,  had  occa- 
sion, on  business  connected  with  his  bank,  to  go  to  Mr.  Williams's 
offi(  e,  and  ho  was  subjected  there,  in  the  presence  of  various  persons 
interested  in  the  United  States  Trust  Co.,  then  in  this  condition 
I  have  described,  to  interrogation  regarding  the  character  of  the 
notes  which  that  company  held  and  asked  by  Mr.  Williams  to  give 
his  (Mr.  Glover's)  opinion  with  respect  to  the  makers  of  those 
notes.    Mr.  Glover  declined  to  be  placed  in  that  position. 

Some  time  after  that  a  run  on  the  United  States  Trust  Co.  oc- 
curred in  this  city — and  I  use  the  term  "run"  in  its  popular  sig- 
nification. Long  lines  of  people  formed  on  the  streets  in  front  of 
its  various  branches.  Mr.  Chairman,  it  was  a  trust  company  whose 
business  was  done  largely  with  savers,  or  persons  of  small  means, 
and  they  were  naturally  very  much  affrighted  over  the  condition, 
iind  this  rim  began. 

At  the  time  of  the  run  negotiations  were  said  to  be  under  way  for 
the  acquisition  of  the  United  States  Trust  Co.  and  the  saving  of  its 
Mssets  and  its  deposits  b}'  two  local  trust  companies,  the  Continental 
Trust  Co.,  of  which  former  Senator  Nathan  B.  Scott  was  then  and 
is  now  president,  and  the  Munsey  Trust  Co.,  established  in  this  citv 
shortly  theretofore  by  Frank  A.  Munsey,  the  newspaper  man.  Micf- 
night  conferences  resulted  in  the  taking  over  of  the  I'^nited  State-s 
Trust  Co.  by  the  Munsey  Trust  Co. 

The  Munsey  Trust  Co.  had  a  like  organization  in  Baltimore  and 
other  cities.  Lancaster  Williams,  a  brother  of  John  Skelton  Wil- 
liams, was  a  director  in  one  of  the  Munsey  trust  companies,  as  I  am 
informed,  and  he  was  an  active  participant  in  the  negotiations 
whereby  the  United  States  Trust  Co.  was  taken  over  by  the  Munsey 
Trust  Co.  in  this  city. 

Mr.  John  Skelton  Williams  arranged — and  in  this  I  think  he  did 
a  thing  that  was,  so  far  as  the  act  itself  was  concerned,  eminently 
J) roper — to  endeavor  to  use  the  resources  of  the  Treasury  Depart- 
ment to  reassure  the  depositors  of  the  United  States  Trust  Co.,  and 
he  did  that  in  this  way:  I  think  the  law  was  violated,  but  again  I 
say  I  think  the  action  was  commendable  in  some  respects.  Under 
tlic  law  you  understand  that  moneys  from  the  Treasury  could  not 
he  deposited  in  trust  companies  or  savings  banks  in  this  city.  They 
( ould  only  be  deposited  in  the  national  banks  which  had  been  desig- 
nated as  United  States  depositories.  He  arranged  to  deposit  $1,000,- 
000  ostensibly,  but  not  in  fact,  in  11  national  oanks  in  this  city,  10 
of  them  taking  $100,000.  There  was  some  odd  amount  of  money,  I 
remember.  He  arranged  to  make  that  deposit  as  I  say,  ostensibly, 
but  in  fact  the  money  was  transferred  directly  from  the  Treasury 
Department  to  the  various  branches  of  the  United  States  Trust  Co. 
on  which  the  run  was  then  made.  The  national  banks  never  re-ceived 
the  money.  Those  banks  could,  after  they  got  the  money,  of  cx)urse, 
have  deposited  that  in  the  trust  companies  at  their  risk. 

On  the  day  that  was  done,  Mr.  Lancaster  Williams,  who  was  not 
a  government  official  of  any  kind  so  far  as  I  have  ever  been  in- 
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formed,  but  who  was  interested  in  Munsey's  acquisition  of  this  trust 
co^ipany,  appeared  at  the  various  national  banks  to  get  receipts 
from  them  for  their  quota  of  this  deposit  for  the  Treasury  Depart- 
ment. Subsequent  to  that  time,  Senators,  there  was  sent  to  each 
national  bank  in  this  city  a  form  of  receipt  to  be  signed  by  them. 
For  instance,  take  one  of  the  banks  whicli  received  $100,000,  the  Fed- 
eral National  Bank.  It  was  charged  with  having  received  from  the 
United  States  Government  a  deposit  of  $100,000,  which  money,  as 
everybody  knew,  was  simply  to  save  the  IJnited  States  Trust  Co. — 
Munsey  Trust  Co. — situation,  and  yet  there  was  received  from  the 
Treasury  Department  by  the  Federal  National  Bank  and  other 
banks  a  form  of  receipt  requiring  those  banks  to  certify  that  tlie 
money  was  deposited  with  them  for  movement  of  crops,  a  pali)able 
false  certification. 

The  banks  took  counsel,  and  declined  to  send  to  Mr.  Williams's 
office  a  receipt  certifying  that  they  had  received  a  million  dollars 
for  the  movement  of  crops,  when  that  million  dollars  was  received 
only  to  help  out  the  Munsey  Trust  Co.  situation  at  that  time.  All 
of  those  receipts  were  afterwards  called  in,  and  none  of  them  are 
now  available  to  exhibit  to  the  committee. 

After  the  transfer  to  the  Munsey  Trust  Co.  of  the  Unitc»d  States 
Trust  Co.  there  appeared  in  the  New  York  Tribune  a  series  of 
articles  criticizing  the  action  of  Assistant  Secretary  of  the  Treasury' 
Jolin  Skelton  Williams  in  connection  with  the  Munsey  Trust  Co. 
traiLsfer.  I  read  those  articles  at  the  time.  T  think  they  are  some 
part  of  one  of  the  documents  before  the  Senate  now.  I  heard  them 
denounced  as  malicious  falsehoods,  but  I  have  never  known  of  any 
fact  in  them  to  be  pointed  out  as  false.  Those  articles  were  written 
by  a  well-known  newspaper  man  of  this  city,  who  for  many  years 
has  been  and  is  now  a  member  of  the  Senate  gallery,  Mr.  George 
Oris  wold  Hill,  a  man  who  had  the  confidence,  to  my  certain  knowl- 
edge, of  two  President  of  the  United  States  and  of  evei\y  man  in 
public  life  with  whom  he  had  come  in  contact. 

Mr.  McAdoo,  the  then  Secretary  of  the  Trcasurv,  called  before 
him  Mr.  Charles  C.  Glover,  the  president  of  the  Kiggs  National 
Bank,  and  in  the  presence  of  Mr.  John  Skelton  Williams  charged, 
in  effect,  that  Mr.  Glover  or  his  bank  had  instigated  the  publication 
of  these  articles  which  criticized  Mr.  Williams.  Mr.  Williams  was 
not  only  a  public  official,  but  he  was  at  that  time  either  known  to 
he  a  candidate  for.  in  the  sense  that  the  public  understood  he  was 
going  to  be  appointed,  or  his  name  had  been  actually  sent  to  the 
Senate  as  Comptroller  of  the  Currency;  T  do  not  remember  which. 
He  was  mentioned  prominently  as  the  man  who  would  be  comp- 
troller, and  these  articles  pointed  out  his  official  conduct  in  connec- 
tion with  the  Munsey  Trust  Co.  as  a  subject  of  criticism  for  con- 
sideration with  respect  to  his  qualifications  for  the  office  of  comp- 
troller. 

As  I  say,  Mr.  McAdoo,  Mr.  Williams  being  present,  summoned  Mr. 
Glover  and  charged  that  the  Rieffs  Bank,  or  Mr.  Glover,  or  the  bank's 
officers,  had  instigated  this  publication.  Mr.  Glover  denied  emphati- 
cally that  any  such  thing  had  occurred,  and  stated  on  his  word  that 
the  first  he  knew  of  the  article  which  was  exhibited  to  him  was  when 
he,  in  common  with  others  in  this  city,  saw  it,  because  the  news- 
paper was  sold  rapidly,  having  an  article  of  such  general  local  in- 
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terest  Mr.  Glover  was  then  informed  by  the  Secretary,  in  Mr. 
Williams's  presence,  that  if  he  had  not  instigated  the  publication, 
one  of  the  vice  presidents,  either  Mr.  William  J.  Flather  or  Mr.  Ailes, 
liad.  Mr.  Glover  suggested  that  the  fair  thing  was  to  ask  those 
gentlemen  to  come  over  and  let  them  speak  for  themselves. 

Mr.  Flather  and  Mr.  Ailes  were  called  in.  This,  so  far  as  I  know, 
was  the  first  of  several  hearings.  It  has  since  become  the  habit,  if 
any  newspaper  man  so  far  transgi'esses  Mr.  Williams's  idea  of  pro- 
priety as  to  criticize  the  coinptrollcr,  to  hale  him  l)ofore  the  bar  of 
that  officer's  office,  as  I  will  show  you  gentlemen  in  a  little  while, 
and  put  him  upon  trial  ex  parte. 

Mr.  Flather  denie^l  that  he  had  any  knowledge  whatever  of  the 
publication  of  these  articles.  Mr.  Ailes  denied  that  he  was  in  any 
wise  responsible,  but  stated,  in  substance,  as  I  now  recall  it,  that  the 
newspaper  man  who  had  published  them  was  well  known  to  him, 
and  he  had  talked  to  him  about  some  aspects  of  the  facts  in  that 
re^rd. 

Thereupon  a  controversy  occurred  between  Mr.  Ailes  and  the 
Secretary,  Mr.  Williams  taking  some  part,  that  I  do  not  now  recall, 
as  a  result  of  which  Mr.  Ailes,  who  had  become  a  director  of  the  Sea- 
board Air  Line  about  the  time  that  Mr.  Williams  left  the  directorate 
of  that  organization,  stated  to  the  Secretary,  perhaps  in  rather  forci- 
ble American  fashion,  that  he  saw  no  reason  why  he  should  be  ac- 
cused practically  of  falsehood  when  he  had  come  to  the  Secretary's 
office  at  the  Secretary's  request,  to  make  a  statement,  whereupon  Sec- 
retary McAdoo,  in  Mr.  Williams's  pre.sence,  shaking  his  finger  at 
Ailes,  said,  "God  damn  you,  T  will  have  you  kept  out  of  this 
building.'' 

The  Chairman.  Who  said  this? 

Mr.  HoGAN.  Secretary  McAdoo.  This  was  over  the  criticism  of 
Williams.  Senators  who  have  had  occasion,  during  Mr.  McAdoo's 
term  of  office,  to  visit  the  office  of  the  vSecretary  of  the  Treasury, 
will  recognize  the  language  as  that  which  characterized  Mr.  McAdoo's 
rather  forcible  way  of  addressing  anyone. 

Then  Mr.  McAdoo,  in  Mr.  Williams's  presence,  this  being  in  1913, 
turned  to  Mr.  Glover  and  said — all  this  being  a  matter  of  sworn  pub- 
lic record — ^"  You  know,  Mr.  Glover,  what  this  means  to  Riggs  Na- 
tional Bank."    We  found  out  later  what  it  meant. 

Shortly  after  that  the  then  Senate  Committee  on  Banking  and 
Currencv  had  before  it  the  nomination  of  John  Skelton  Williams  as 
comptroller,  and  there  appeared  before  that  committee  Mr.  William 
J.  Flather,  of  the  Riggs  National  Bank,  and  Mr.  Milton  E.  Ailes,  also 
of  the  Riggs  National  Bank.  Mr.  Flather  at  that  time  was  also 
president  of  the  Washington  Clearing  House  Association.  They  pre- 
sented, at  the  request,  as  I  understand  it,  of  the  committee,  and  as  I 
am  doing  to-day,  subject,  perhaps,  to  what  Senator  Weeks  and  Mr. 
Cooper  got  for  coming  before  your  committee  before,  their  state- 
ments with  respect  to  the  reiisons  why  Mr.  Williams  should  not  be 
confirmed.  I  do  not  now  recall  that  any  officials  of  any  other  bank 
appeared  to  oppose  Mr.  Williams  at  that  time. 

After  the  hearing,  according  to  a  statement  made  by  Senator 
Weeks,  and  confirmed  in  part  in  the  hearings  before  this  committee 
in  Fel)ruary  last,  where  he  acrain  says  he  asked  Mr.  Williams — Sena- 
tor Weeks,  addressed  Mr.  Williams  and  asked  him,  if  he  was  con- 
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firmed  as  Comptroller  of  the  Currency,  whether  he  could  lay  aside 
these  reputed  animosities;  whether,  for  instance,  in  the  case  of  the 
Ri^gs  National  Bank,  he  could  lay  aside  the  fact  that  the  officers 
had  appeared  before  you,  and  could  conduct  the  office  of  the  Comp- 
troller of  the  Currency  in  a  manner  fair  to  that  bank,  as  well  as  to 
all  other  banks,  and  he  solemnly  and  fervently  assured  the  Senator 
that  he  could. 

The  first  occasion,  after  Mr.  Williams  entered  the  office  of  comp- 
troller, that  the  Riggs  National  Bank  had  to  take  up  any  matter 
with  t^e  Treasury  Department,  occurred  in  the  month  of  May,  1914. 
Our  local  situation.  Senators,  is  different  from  that  you  will  find  in 
any  of  your  communities,  and  for  a  brief  minute  I  will  bore  you  by 
caUing  attention  to  one  of  those  differences. 

In  a  city  in  any  State  of  this  Union  from  which  any  of  you  gen- 
tlemen come,  when  the  local  taxes  on  real  estate  and  personal  prop- 
erty are  paid  to  the  collector  of  taxes,  the  moneys  paid  in  to  the  col- 
lector are  deposited  in  the  banks  of  the  community,  and  then  are 
checked  out  to  pay  the  municijjal  or  county  debts.  That  naturally 
prevents  a  financial  stringency  in  a  conmmnity  caused  by  large  tax 
payments  at  one  definite  time  in  the  year.  It  prevents  any  disturb- 
ance in  the  financial  equilibrium  of  the  community. 

That  is  not  possible  m  Washington,  by  reason  of  the  fact  that  our 
municipal  corporation  is  a  mere  left  hand  to  the  general  Federal 
Grovernment.  The  law  requires  that  all  taxes — and  many  millions 
of  dollars  are  paid  here — when  paid  to  the  local  collector  of  taxes, 
must  be  deposited  in  the  United  States  Treasury,  therefore  taking  at 
one  time  in  the  year,  the  month  of  May  being  the  big  tax  month, 
from  this  noncommercial,  nonfinancial  community,  a  verj^  l^i*^^ 
amount  of  money,  taking  that  entirely  out  of  circulation  and  Iock- 
ing  it  up  in  the  Treasury  vaults. 

Because  of  that  condition,  many  years  ago  Mr.  Charles  C.  Glover 
suggested  to  the  Treasur^^  Department  that  in  the  month  of  May, 
when  taxe>s  were  paid,  it  would  be  well  for  the  Treasurer  Department 
to  then  deposit  with  the  local  national  banks  a  sum  equivalent  to  the 
tax  collected  in  the  District  of  Columbia,  and  in  order  to  make  that 
entirely  fair^  to  apportion  that  distribution  of  deposits  on  the  basis 
of  the  individual  deposits  which  each  national  bank  had  according 
to  its  last  reported  condition  to  the  comptroller,  it  being  assumed 
that  if  Bank  "A"  had  twice  as  may  deposits  as  Bank  "B,"  its  de- 
positors would  probably  withdraw  twice  as  much  to  pay  taxes  as  the 
depositors  of  Bank  "B." 

That  plan  was  adopted,  and  for  something  like  15  years  or  more 
prior  to  1914  each  bank  had  received  its  pro  rata  of  what  we  know  as 
the  tax-fund  deposit. 

Then  the  national  banks,  in  turn,  had  a  right  to  deposit  in  trust 
companies,  which  the  Treasurv^  could  not  do  directly,  a  sum  which 
would  help  out  the  trust  companies'  deposits  during:  that  time. 

In  1914  the  list  for  deposits  of  moneys  representmg  the  equivalent 
of  local  taxes  was  made  out  and  submitted  to  the  Secretary  of  the 
Treasury.  It  was  the  first  time  that  any  action  came  before  that 
officer  or  Mr.  Williams,  so  far  as  I  know,  after  the  quarrelsome  mat- 
ters I  have  called  attention  to,  that  would  affect  the  Riggs  National 
Bank. 
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At  that  time  the  Biggs  National  Bank  was  in  a  condition  of  unques- 
tioned solvency  and  of  splendid  repute.  Mr.  Williams  in  this  book 
[indicating]  said  he  had  nothing  to  do  with  the  deposit  of  funds. 
But  the  fact  is  that  since  1914,  while  Mr.  Williams  has  not  been  the 
man  who  made  the  deposits,  he  has  had  reconnnending  powers  and 
supervisory-  control  over  what  hanks  shall  be  de.signated  to  receive 
public  moneys. 

From  the  list  of  the  banks  in  which  these  moneys  were  to  be  de- 
posited, after  it  was  submitted  to  the  Secretarj*  of  the  Treasury,  and, 
as  we  understand,  bj^  him  to  the  then  Comptroller  of  the  Currency, 
the  name  of  the  Riggs  National  Bank  was  striken  off,  and  the  one 
million  and  odd  dollars  that  was  to  be  deposited,  as  per  universal 
custom,  in  tlie  Riggs  National  Bank,  was  not  deposited  in  any  local 
bank. 

The  Chaikmax.  Air.  Ilogan,  I  think  the  comptroller  did  admit  on 
cross-examination,  or  in  i*esponse  to  questions  asked  him  by  membei's 
of  the  committee,  that  he  did  confer  with  Mr.  McAdoo  with  regard 
to  the  deposits. 

Mr.  TIoGAN.  If  you  will  read  it.  Senator,  you  will  find  that  after  a 
corksci-ew  cross-examination  that  inference  might  be  drawn,  but  that 
there  was  repeated  denial  that  ho  had  anything  to  do  with  de]>oait- 
ing  money. 

Senator  IIexdekson.  "Wlio  had  the  final  power  and  authority  in 
such  cases? 

Mr.  IIoGAN.  The  Seci-etary  of  the  Treasury.  He  had  the  final 
power  and  authority,  but,  like  so  manv  things  that  a  Cabinet  officer 
does  that  is  formal,  he  in  name  was  the  man,  but,  as  we  will  show 
you.  Senator,  and  as  is  perfectly  plain  to  any  man  who  reallv  wants 
the  facts,  there  was  not  anvthing  regarding  the  Rigffs  National 
Bank,  from  that  time  on  until  the  combination  and  the  interlocking 
of  the  then  Secretary  of  the  Treasury  and  the  Comptroller  of  the 
Currency,  that  was  not  obvious  and  patent,  so  nnich  so.  Senator,  that 
in  a  case  I  am  going  to  call  to  your  attention  in  its  chi-onological  or- 
der, the  prosecution  criminally  of  three  of  the  officei*s  of  the  Riggs 
National  Bank,  a  subpcpna  duces  te<»um,  a  subpoena  to  bring  i>apers^ 
issued  out  of  the  Supreme  Court  of  the  District  of  Columbia  to  John 
Skelton  Williams  commanding  him  to  produce  in  that  court  the  cor- 
respondence that  passed  between  William  G.  McAdoo  and  John 
Skelton  Williams  on  the  subiect  of  the  Riggs  National  Bank,  was 
never  complied  with,  and  althouMi  we  issued  the  subpopnas  at  least 
twice  in  that  cavSe,  and  we  got  official  papers,  we  were  never  able  to 
bring  into  that  court,  even  under  the  power  of  the  subpoena  of  the 
court,  the  correspondence  that  passed  between  Williams  and  McAdoo 
in  regard  to  the  Riggs  National  Bank.  The  inference,  of  course,  is 
clear,  that  the  disclosure  of  that  correspondence  would  show  what  we 
constantly  charged,  that  there  was  a  deliberate  conspiracy  resultinir 
from  this  malicious  enmitv  that  started  with  the  New  York  Tribune's 
bold  criticism  of  these  public  officials,  which  resulted  in  a  direct  at- 
tempt to  besmirch,  if  not  ruin,  the  Rig<rs  National  Bank. 

The  Chairman.  Whv  were  your  subpoenas  not  complied  with? 

Mr.  HooAN.  We  could  never  get  to  it  because,  as  the  trial  turned 
out,  the  Government's  case  was  so  flimsv  that  in  the  tremendous 
amount  of  stuff  we  were  doincr.  we  lost  siirht  of  it  later.    Thev  wen* 
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first  complied  with  in  part.  Cei*taiii  public  documents  were  brought. 
Then  I  deraande<i  to  know  why  Mr.  Williams  did  not  come  into 
court,  and  they  said  Mr.  Williams  would  come  into  couit  when  he 
was  wanted,  that  he  was  in  the  courthouse.  In  other  words,  when  we 
subpcenaed  John  Skelton  Williams  he  ^ot  as  far  as  upstairs — we  were 
trying  the  case  on  the  first  floor — and  the  district  attorney  brought 
the  papers.     We  never  even  had  him  as  an  exhibit  before  the  jury. 

Senator  Henderson.  Was  there  ever  any  such  correspondence  be- 
tween them  ? 

Mr.  HoGAN.  It  was  never  said  that  there  was  not.  We  called  for 
it. 

In  connection  with  the  tax  matter  I  started  to  tell  you  about,  Mr. 
Glover,  on  May  6,  1914,  wrote  to  the  Secretary  of  the  Treasury  and 
called  his  attention  to  this  tax  practice  and  the  fact  that  in  this  dis- 
tributioji  the  Kiggs  National  Bank  was  alone  omitted,  stated  that  it 
looked  very  much  like  discrimination,  and  requested  to  be  informed 
why  that  discrimination.  That  was  the  first  letter.  For  19  years* 
gentlemen,  this  volume  which  I  hold  in  my  hand 

Senator  Henderson.  What  is  that? 

Mr.  HoGAN.  File  of  correspondence  between  the  Comptroller  of 
the  Currency  and  the  Riggs  National  Bank  from  August  29^  1916,  to 
November  19,  1913.  For  the  18  years,  from  the  summer  of  1896  to 
the  summer  of  1914,  that  volume  represents  printed  reproductions  of 
all  communications  from  the  Comptroller  of  the  Currency  to  the 
Riggs  National  Bank,  and  from  the  Riggs  National  Bank  to  the 
Comptroller,  that  little  volume  of  78  pages. 

Senator  HEenderson.  Who  issued  that? 

Mr.  HoGAN.  This  is  simply  what  we  printed  for  convenience,  we 
took  our  files  and  printed  them,  which  caused  us  to  get  into  some 
trouble,  as  I  will  show  you  in  a  little  while  also.  So  that  in  18  years 
the  Treasuiy  Department  found  it  necessary  to  write  what  can  be 
printed  in  77  pages. 

In  the  next  nirtc  months  after  Mr.  (rlover  wrote  and  asked  about 
the  tax  matter  the  corresiMiudence  between  the  comptroller's  office 
and  the  Riggs  National  Bank,  including  two  letters  between  the  Sec- 
retary of  the  Treasury  and  the  Riggs  National  Bank,  is  represented 
in  these  two  volumes,  except  that  this  is  only  partial,  because  the 
comptroller  re^|uii-ed  and  received  reams  and  reams  of  paper  giving 
statistical  information,  that  would  have  cost  a  small  fortune  to  print. 

Senator  Henderson.  For  the  sake  of  the  record  will  you  tell  what 
those  two  volumes  are? 

Mr.  HcMjAN.  Ves,  sir.  Volume  No.  1  is  entitled.  ''  File  of  the  cor- 
respondence between  the  Riggs  National  Bank,  the  Secretary  of  the 
Treasuiy,  and  Comptroller  of  the  Currency,  May  6,  1914:-November 
14,  1914,''  and  consists  of  295  printed  pages.  Volume  No.  2  is  a  file 
of  the  correspondence  between  the  same  from  November  19,  1914,  to 
April  23.  1915.  and  consists  of  pages  297  to  516.  In  other  words, 
there  were  516  printed  pages,  statistical  tables  being  omitted  which 
would  probably  cover  as  many  moi-e  pages,  that  went  from  the 
Treasury  Depaitment,  the  comptroller's  office,  to  the  bank  and  back 
in  that  nine  months. 

As  to  the  condition  of  the  Riggs  Bank  when  this  thing  started: 
This  is  what  we  "  drew,"  if  I  may  use  a  phrase  that  I  think  we  all 
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understaiidj  bec^ause  we  had  what  in  another  connection  Mr.  Williams 
referred  to  as  the  temerity  to  ask  why  we  were  discriminated  against. 
I  will  tell  yon  in  a  little  while  what  he  said  about  temerity. 

At  the  time  that  correspondence  started,  Mr.  Williams  had  written 
to  Mr.  McAdoo  the  one  letter  on  the  subject  we  do  know  he  wrote 
Ml".  McAdoo,  l>ecause  it  appeared  subsequently  in  the  court  pro- 
ceeding, pointing  out  to  Mr.  McAdoo  that  there  was  no  necessity 
for  depositing  money  in  the  Riggs  National  Bank^  the  tax  funds; 
that  it  could  not  possibly  interfere  with  the  financial  conditions  in 
the  city  of  Washington  to  withhold  those  funds  from  Riggs,  first, 
iKicaiise  Riggs  did  not  lend  money,  as  a  rule,  on  conmiercial  paper; 
and,  secondly,  because,  as  he  showed  from  officials  report,  Riggs  nad 
so  much  mone}'  on  hand,  and  it  was  in  such  a  good  condition,  that 
it  could  not  even  disturb  or  hui-t  that  bank  not  to  get  those  deposits. 
I  call  your  attention  to  that  fact  as  showing  tliat  in  May,  1914, 
Williams  knew  officially  and  informed  his  superior  of  the  splendid, 
unshakable  financial  condition  of  the  Riggs  rfank  at  that  time. 

We  did  not  get  a  response  from  Mr.  McAdoo  to  the  letter  of  May 
^\  until  June  11.  As  I  say,  it  subsequently  transpired  that  between 
those  times  there  was  correspondence,  however. 

Senator  IIfndersox.  May  G,  1014^ 

Mr.  IIooAN.  Yes,  sir;  until  June  11,  1914.  In  that  letter  Mr.  Mc- 
Adoo said  that  on  ac<x)unt  of  his  absence  the  letter  had  not  received 
earlier  attention.  He  also  said  that  the  Riggs  National  Bank  does 
a  relative!}'  small  commercial  business,  and  he  thinks  tliat  Govern- 
ment denosits  could  be  made  with  greater  benefit  to  the  community 
if  placed  in  a  bank  that  did  a  larger  commeix^ial  business.  He  also 
said,  "It  is  my  purpose  to  withdraw  all  Government  funds  from 
the  Riggs  National  nank.''  A  purpose*  which  was  fulfilled  to  the 
letter. 

While  that  was  in  the  brewing,  May  6, 1914,  Mr.  Williams  started. 
On  June  9,  1914,  he  wrote  his  first  letter,  and  did  not  stop  until  we 
went  into  court,  and  since  then,  if  we  received  any  letters  from  him, 
they  have  been  more  than  formal  in  their  character.  It  took  our 
going  into  court  to  stop  what  I  am  ^ing  to  try  to  show  to  you  was 
flie  most  persistent,  consistent,  malicious  persecution  ever  handed 
out  by  a  sworn  public  official  to  any  banking  institution  in  the  his- 
tory of  the  finance  of  this  country. 

fiCt  mo  tell  you  how  that  thing  stai-ted,  the  pretext  that  staited 
it,  because  all  through  this  correspondence  you  will  find  that  some- 
thing is  started  and  then  abandoned.  Mr.  Williams  rushes  into  one 
set  of  charges,  and  then  drops  them  after  causing  all  sorts  of  efforts 
in  their  explanation. 

There  was  a  habit— and  I  see  some  questions  in  the  record  which 
show  that  somebody  had  been  informed  about  it;  you  asked  some 
c|uestions  youi-self.  Mr.  Chairman — ^there  was  a  hatit  on  the  part 
of  some  national-bank  examiners  to  take  off  from  banks'  books, 
when  they  made  their  examinations,  a  list  of  large  depositors,  what 
might  be  called  the  profitable  accounts.  In  the  term  of  Comptroller 
Mui'ray  he  issued  an  official  general  order  that  no  national-bank 
examiner  should  take  from  any  bank  he  examined  the  names  of 
depositors  and  the  amounts  to  their  credit,  and  that  all  national- 
bank  examiners  should  imniediatelv  desti-ov  all  snch  data  in  their 
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I>obt>ession.  I  have  given  you  in  substance,  I  have  given  vou  ahnost 
literally,  the  precise  language  of  that  official  order,  which  was  pro- 
mulgated to  all  national-bank  examiners  and  made  known  to  all 
national  banks,  having  the  effect  of  a  general  regulation  of  the 
Comptroller  of  the  Currency.  I  do  not  know  the  exact  purpose 
of  that,  but  it  is>not  hard  to  divine.  It  is  the  aspiration  and  the 
ambition  of  national-bank  examiners  in  most  cases  to  become  offi- 
cials of  banks.  It  had  been  said  that  a  national-bank  examiner 
who  would  know  the  cream  line  of  deposits  of  bank  A,  if  he  after- 
wards became  the  vice  president  or  the  president  of  bank  B,  would 
know  just  where  to  strike  his  competitor  bank,  and  that  the  infor- 
mation with  respect  to  wliat  Mr.  Jones  or  Mr.  Smith  had,  so  long 
a.s  Mr.  Jones's  and  Mr.  Smith's  accounts  were  entirely  legitimate 
and  all  riglit,  was  of  no  benefit  to  the  bank  examiner  or  the  comp- 
troller's office. 

That  was  the  standing  rule  up  to  1914.  We  were  subjected  to  a 
regular  bank  examination  in  May,  1914,  which  was  completed.  We 
were  examined  by  Examiner  Tnmble  and  several  of  his  assistants, 
and  that  examination,  as  had  all  previous  examinations,  showed 
the  compti*oller  that  the  bank  was  in  good  condition.  No  criticism 
respecting  the  condition  of  the  bank  produced  by  that  examina- 
tion was  brought  to  our  attention,  and  although  we  repeatedly 
asked  for  it,  we  never  received  it. 

Some  time  after  that  bank  examination  was  over  an  assistant 
bank  examiner^  or  a  bank  examiner,  I  am  not  sure  which,  returned 
to  the  bank  with  a  list  of  all  loans  of  over  $5,000  from  the  bank. 
I  ought  to  say  to  you  so  that  you  might  have  in  your  minds  the 
relative  imimportance  or  importance,  as  you  may  see  it,  of  figures 
I  might  mention,  that  at  that  time  the  loans  of  the  bank  were  over 
$6,000,000,  and  they  were  in  number  a  gi'eat  many  hundreds  or 
runninff  into  the  thousands.  This  national-bank  examiner  I'eturned 
from  the  comptroller's  office  with  a  list  of  all  loans  of  over  $5,000, 
'^th  the  demand  that  he  be  permitted  to  take  the  names  of  these 
depositors  from  the  deposit  books  and  the  balances  to  their  credit. 
He  was  informed  that  the  books  were  there  at  his  disposal,  that  any 
book  in  that  bank  could  be  examined  by  him,  but  m  view  of  the 
i*egulation  promulgated  by  the  comptroller  not  to  permit  national- 
bank  examiners  to  take  the  names  of  depositors  and  their  balances, 
that  would  not  be  permitted.  Whereupon  Mr.  Williams  started 
this  correspondence.  I  am  not  going  to  read  this  correspondence 
now,  because  you  would  be  here  for  a  month  if  I  did. 

Senator  Henderson.  May  I  suggest  that  the  letter  you  referred 
to  a  few  minutes  a^o  be  put  in  the  record  ? 

Mr.  HoGAN.  Which  one.  Senator? 

Senator  Henderson.  The  one  you  referred  to  just  a  few  minutes 
ago,  sent  from  Mr.  Williams  to  Mr.  McAdoo. 

Mr.  HooAN.  I  will  get  it  for  you  and  put  it  into  the  record.  It 
was  a  letter  that  appears  in  the  court  records  in  what  we  know  as 
the  "  equity  suit."    I  will  get  it  for  you. 

Senator  Henderson.  I  make  that  suggestion  because  you  have 
already  refen*ed  to  the  letter. 

Mr.  Hogan.  Yes,  sir.  I  will  see  that  that  is  put  in  the  record 
for  you.     As  I  state,  while  we  were  waiting  for  our  reply  to  the 
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Seci-etary  of  the  Treasury's  letter,  came  this  visit  of  the  examiner. 
came  this  first  letter  from  John  Skelton  Williams,  the  letter  oi 
June  9,  1914,  in  which  he  said : 

Bank  Examiner  Trimble  informs  lie  that,  in  e<»nne<*ilon  with  the  examination 
which  he  has  l)een  reijenti.v  making  of  the  affairs  of  your  bank,  his  assistant. 
Mr.  Donahue,  to-<lay  re<ineste(l  access  to  your  individual  ledgers  for  the  purpose 
of  ascertainimi:  ami  noting  the  present  or  average  balances  carried  with  your 
bank  by  lx»rrowers  to  whom  you  were  making  loans  aggregating  $5.()()!>  c»r 
more,  and  that  he  was  refusetl  permission  to  do  so. 

You  are  hereby  instructed  to  prepare  and  furnish  this  oilice,  under  oath,  at 
on(v  a  list  of  all  borrowers  to  whom  you  were  lending,  as  of  May  18,  1914, 
sums  aggregating  $r»,000  or  more,  showing  the  date  of  each  loan  and  the  col- 
lateral by  which  each  loan  is  stvured,  with  your  appraisement  as  to  the  actual 
market  value  of  such  collateral. 

I>et  the  statement  also  show  the  average  deposit  balance  which  each  of  sjiid 
borrowers  had  with  the  Uiggs  National  Hank  for  the  month  of  May,  1914,  and 
th(»  amount  which  each  of  paitl  born»wers  had  on  deposit  to  his  credit  on 
June  1,  1914. 

I^'t  your  statement  ailso  show  to  what  extent  collateral  pledged  to  secure  the 
money  so  borrowed  was  purchasc^l  by,  or  sold  to,  the  borrowers  or  others 
through  your  president,  either  of  your  vice  president.s,  or  by  your  crashier.  and 
whether  a  (commission  was  charge<l  by  an  oflicer  or  ofIiiM»rs  of  your  l>ank  for,  or 
in  connection  with,  the  purchase  of  said  bonds  or  stocks  and  if  so  what  it 
amounted  to,  and  whether  the  commission  so  charged  in  each  case  was  crodltetl 
or  went  if»  the  personal  benefit  of  an  officer  or  officers  of  your  bank,  and  if 
so  to  what  otti<HM*,  or  whetlu^r  such  <M.ii!ii»issinh  «>i*  e<niHiissi<>H':  weM  jo  ilii» 
credit  of  the  iirofit-and-loss  account  of  the  bank. 

You  are  also  requeste<l  to  furnish  this  office  promptly,  under  oath,  a  state- 
ment of  all  c<munis.sl(»ns.  If  any.  which  have  been  charged  or  collectcMl  during 
the  12  months  ending  June  1,  1914,  Jt)y  the  president,  either  of  the  vice  presi- 
dents, or  the  cashier  of  your  bank,  respectively,  on  any  real  estate  loans  (or 
on  loans  made  by  your  bank  with  real  estate  notes  as  security),  where  snld 
loans  were  made  or  negotlate<l  for  depositors  of  your  bank,  and  where  the 
making  of  such  loans  resulted  In  the  withdrawal  of  fimds  which  were  on  deposit 
in  the  Uiggs  National  Bank.  Please  also  furnisli,  under  oath,  a  list  of  all 
such  loans  for  the  period  mentioned,  giving  the  name  of  the  maker,  amount, 
and  date  of  each  loan  (and  a  description  of  the  real  estate  notes  given  as  col- 
lateral wiiere  the  loan  was  secured  by  collateral)  ;  also  sliowlng  the  amount  of 
money  taken  from  the  deposits  of  the  Riggs  National  Bank  in  connection  with 
eacli  transaction  ;  the  name  of  the  depositor  to  whose  aeconnt  charged,  and  the 
amoimt  of  commission  charged  in  each  Instance. 
Respectfully, 

.TnO.    SKEl.TOiV    Wir.LlAMS, 

Comptroller  of  the  Cnrrcno.y. 

Wo  answered  that  letter  and  said  a  detailed  reply  would  be  sent 
as  soon  as  practicable.    That  was  on  June  10, 1914. 

Senator  Henderson.  Perhaps  I  have  a  wrong  idea,  but  have  you 
suggested  or  said  that  Mr.  Williams  wrote  a  letter  to  Secretary 
McAdoo,  suggesting  that  no  funds  be  placed  in  the  Riggs  National 
Bank? 

Mr.  HoGAN.  No ;  I  did  not  say  that. 

Senator  Henderson.  I  want  to  get  that  clear.  If  you  did,  I  wanted 
the  letter  to  go  in. 

Mr.  HooAN.  I  am  going  to  get  you  the  letter.  That  is  the  letter 
you  asked  for  a  little  while  ago.  Mr.  Glover,  on  May  6,  1914,  w^rote 
to  Mr.  McAdoo,  after  Mr.  Glover  had  been  informed  that  the  dis- 
tribution of  tax  money  had  been  made  and  the  Riggs  National  Bank, 
for  the  first  time  in  history,  had  been  stricken  therefrom.  That  was 
May  6,  1914.  Mr.  McAdoo  did  not  answer  until  June  11,  1914,  hav- 
ing, as  he  said,  been  absent  from  the  city  in  the  meantime.  Between 
May  6,  1914,  and  June  9,  1914,  John  Skelton  Williams  wrote  a  letter 
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to  Seci-etaiy  McAdoo  which  was  in  response  to  an  inquiry  from 
McAdoo  based  on  the  Glover  letter,  asking  why  the  Riggs  National 
Bank's  name  had  be  deleted  from  the  list  of  tax-fund  depositaries, 
and  in  that  letter  Williams  said  to  ilr.  McAdoo,  in  substance,  what  I 
have  already  pointed  out,  that  there  was  no  need  for  depositing 
money  in  the  Riggs  National  Bank,  that  the  Riggs  National  Bank's 
cash  reserves  at  that  time  were  very  hu'ge,  giving  the  figures,  and 
that  it  would  not  disturb  the  financial  situation  in  the  city  of  Wash- 
ington to  deprive  that  bank  of  the  tax  money. 

Senator  Hendkrson.  That  is  letter  T  was  referring  to,  if  you  v>ill 
put  that  in. 

Mr.  IToG.\N.  Ye^,  sir.  That  hotter,  as  I  say,  we  only  developed 
after  the  equity  suit. 

Senator  Fletcher.  That  was  a  fact,  was  it  not,  Mr.  Ilogan? 

Mr.  HoGAN.  Ac(;ording  to  what  you  call  a  fact.  Senator^.  It  was 
an  absolute  fact,  yes,  that  at  that  time  we  were  in  a  splendid  financial 
condition.  It  was  a  fact  that  at  that  time  we  had  large  cash.ireserves, 
both  in  our  vault  and  with  reserve  agencies.  But  it  was  not  a  fact 
that  in  a  small  community  like  this,  where  no  bank  at.that  time  had 
more  than  a  total  of  $10,000,000  in  deposits,  and  where  most  of  the 
banks  ran  between  two  and  five  million  dollars  of  deposits,  the  taking 
out  of  $1,000,000  deposits  did  not  have  an  effect  on  the  financial  con- 
dition of  the  conununitv.    His  facts  were  correct. 

Senator  Fletcher.  It  did  not  necessarily  mean  that  the  monev 
was  to  be  taken  out  of  the  community? 

Mr.  HoGAx.  No.    They  did  not  put  it  in  any  other  bank. 

Senator  Henderson.  Was  it  taken  from  Riggs  Bank  and  placed  in 
another  bank  or  put  into  the  Treasury  and  held  there? 

Mr.  Ho<JAN.  My  undei-standing  is  it  w^as  not.  The  Riggs  National 
Bank  was  strcken  off,  but  if  it  was  distiibnted  to  other  banks,  I  do 
jK)t  know. 

The  Crf AIRMAN.  What  was  the  amount? 

Mr.  HoGAN.  A  million  dollars  in  round  figures.  I  am  taking  five 
years  after  the  fact,  and  I  will  not  be  absolutely  certain  as  to  the  fig- 
ures, but  a  million  dollars  in  round  figures. 

I  may  say,  right  in  this  connection,  out  of  its  chronological  order, 
that  from  1914  until  tlie  present  year,  the  Riggs  National  Bank  never 
received  $1  of  those  tax  moneys,  although  everA^  other  national  bank 
received  them. 

The  Chairman.  Have  vou  any  now? 

Mr.  tIogan.  Yes;  we  have  them  now.  One  of  the  most  splendid 
things  that  happened  was  that  Carter  Glass,  the  new  Secretary  of 
the  Treasury,  the  first  time  that  he  had  this  thing  to  do,  saw  to  it  that 
the  Riggs  National  Bank  got  its  pro  rata,  and  this  time,  this  May, 
when  the  national  banks  of  the  District  of  Columbia  were  given  their 
tax  funds  by  order  of  Mr.  Glass,  quite  apparently,  obviously  by  his 
order,  the  Riggs  National  Bank  w^as  not  discriminated  against,  and 
it  received  $966,000  of  the  tax  money.  But  the  condition  of  the  Riggs 
National  Bank,  the  character  of  its  business,  the  pei'sonnel  of  its 
management,  are  no  different  in  1919  from  what  they  were  in  1918. 
They  are  no  different  in  1919  from  what  they  were  in  1917;  not  one 
thing  has  changed;  and,  therefore,  if  the  giving  of  the  tax  money  is 
right  now,  then  it  was  discrimination  last  year  and  the  year  before 
and  the  year  before  that. 
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Not  onlj  that,  but  during  the  war  the  Riggs  National  Bank  led 
evepy  national  bank  in  the  city  of  Washington  in  oversubscribing 
and  getting  subscriptions  to  its  Liberty  lx)nd  quota.  The  Riggs  Na- 
tional Bank's  quota  in  the  five  loans  was  $11,668,000,  and  the  sub- 
scriptions it  turned  in  during  those  five  loans  were  $22,000,000,  ap- 
proximately double. 

In  the  four  loans  prior  to  Mr.  Glass  coming  into  office  the  Riggs 
National  Bank's  quota  in  all  those  loans  was  $8,346,000,  and  it  tum^ 
in  in  Liberty  loan  subscriptions  $18,870,000— ten  millions  in  excess 
of  its  quota. 

In  the  fourth  loan,  against  a  quota  of  $3,000,000,  in  round  figures, 
it  turned  in  over  $8,000,000. 

In  the  third  loan,  against  a  quota  of  $1,475,000,  it  turned  in 
$4,000,000. 

It  devoted  practically  one  building — and  it  wa<s  pix)per;  it  was 
doing  no  more  than  its  doty — Uy  the  Liberty  loan  matter.  It  was  the 
first  bank  in  every  one  of  those  loans  to  ovei-subscribe  its  quota.  Its 
officei-s  did  splendid,  patriotic,  ipublic  duty,  as  they  should  have  done. 
It  led  all  the  banks  here.  And  yet  during  those  years  and  until  the 
time  Carter  Glass  went  into  that  office  every  vear  it  was  discrimi- 
nated  against  in  i*espe«t  of  this  deposit  of  purely  local  public  funds. 
And  I  am  glad,  sir,  to  say — although  I  do  not  Know  Mr.  Glass  per- 
sonally— ^that  the  splendid  attitude  of  fairness  is  quite  evidently  a 
part,  and  a  marked  pai*t,  of  his  characteristics,  because  the  first  time 
he  got  a  chance  he  sdx>pped  what  has  been  going  on  for  all  the  years 
previous. 

If  you  will  read  the  hearings  before  this  committee,  you  will  find 
that  Mr.  Williams  states,  taking  credit  therefor  to  himself,  that  from, 
a  period  ending  with  18  months  after  his  entrance  into  the  comp- 
troller's office,  the  Riggs  National  Bank  hfts  been  conducted  withm 
the  law  and  in  a  splendid  way,  and  yet  during  all  that  time  there 
was  still  withheld  from  the  leading  national  institution  in  this  com- 
munity that  ordinary  local  tax  deposit,  to  say  nothing  of  other 
deposits. 

When  Mr.  Glover  received  that  letter  that  I  have  read  to  you  of 
June  0,  he  acknowledged  it  on  June  10,  promptly,  saying  a  detailed 
reply  would  be  given.  The  next  day  he  received  Mr.  McAdoo's 
letter,  which  naturally  was  of  grave  import.  He  immediately  called 
a  meeting  of  the  board  of  directors  of  me  Riggs  National  Bank  and 
he  informed  the  Comptroller  of  the  Currency  that  in  view  of  the 
character  of  the  letters  which  had  been  received  he  considered  that 
thev  should  have  the  consideration  of  the  board  of  directors.  His 
words  wei'e : 

The  unusual  rha meter  of  the  requiremeuts  specified  in  your  letter,  as  well 
as  the  manner  of  their  statement,  seem  to  justify  if  not  actually  to  require 
their  consideration  hy  the  hoard  of  directors,  this  view  being  strengthen^  by 
the  more  recent  receipt  of  a  communication  from  the  Secretary  of  tlie  Treasury 
of  equally  grave  import. 

That  was  June  12,  1914.  He  stated  that  the  earliest  date  that  it 
was  reasonable  to  expect  that  they  could  get  a  full  attendance  of 
the  board  of  directors  to  lay  it  before  that  board,  the  supervising 
body  of  the  bank,  this  important  matter,  was  June  18,  six  days  after- 
wards. We  thought  that  was  a  very  reasonable  thing  to  inform  the 
comptroller,  that  w^e  were  going  to  call  our  board  together.     But 
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on  June  13,  1914,  the  very  next  day,  caine  back  a  communication 
from  the  comptroller  advising  us  that  he  wanted  this  information 
at  once,  that  there  was  not  any  need  to  call  the  board  of  directors. 
He  said : 

Your  suggestion  that  you  be  allowed  to  submit  tlie  call  which  this  office  has 
made  upon  you  for  information  relative  to  the  affairs  of  your  h&hk  to  your 
board  of  directors  before  complying,  and  the  statement  that  "  shortly  after  that 
date  a  further  and  more  full  reply  to  your  communication  will  be  made,"  Is 
not  satisfactory. 

And  then  for  the  first  time  he  called  attention  to  the  fact  that 
if  we  did  not  reply  at  once  there  would  be  $100  a  day  penalty — 
"  Calling  your  attention  to  sections  5211  and  5213  of  the  Revised 
Statutes." 

That  we  must  go  ahead  and  furnish  this  information  at  once, 
otherwise  we  must  suffer  the  penalties,  which  penalties.  Senators, 
were  $100  a  day. 

Let  me  tell  you  about  those  penalties,  because  they  became  quite 
interesting  later  on.  The  statute  provides  for  at  least  five  regular 
reports  oi  the  condition  of  the  bank  to  the  comptroller.  It  provides 
how  that  report  shall  be  signed  and  made  out.  It  provides  in  gen- 
eral what  that  report  shall  show,  it  being  a  report  that  will  show 
both  the  Treasury  Department  and  the  public — ^because  it  requires 
that  it  be  published — ^the  condition  of  the  bank,  so  that  you  and  I 
can  be  guided  in  our  dealings  with  those  banks  and  so  that  the  Treas- 
ury can  exercise  its  appropriate  supervisory  powers. 

The  statute  also  provides  that  when  the  comptroller  thinks  the 
facts  require  it.  he  can  call  on  an^  bank,  without  sending  out  a  gen- 
eral call  to  all  Danks,  for  any  special  repoii:s  with  re^spect  to  the  con- 
dition of  the  bank. 

Then  there  is  another  section  which  provides  for  reports  of  divi- 
dends, when  dividends  are  paid,  to  be  made  to  the  comptroller. 

Then  section  5213  of  the  Revised  Statutes  provides  that  if  any 
of  the  reports  provided  for  in  the  foregoing  sections  are  not  rendered 
within  the  time  therein  specified,  the  bank  failing  so  to  render  them 
shall  be  subject  to  a  penalty  of  $100  a  day  for  eada  day's  delay.  The 
only  specification  in  that  law  was  as  to  the  general  reports  of  condi- 
tion, which  all  banks  had  to  make,  and  which  had  to  be  published, 
which  was  that  they  must  be  submitted  within  five  days  after  a  date 
specified  by  the  comptroller. 

Senator  Henderson.  I  understand  that  this  was  not  a  general  call 
for  a  report,  but  a  special  call  on  Riggs? 

Mr.  HoGAN.  Yes.  Under  a  law  which  gave  him  a  right  to  call  for 
special  reports  which  would  inform  him  or  enlighten  him  regarding 
the  condition  of  the  bank. 

Senator  Caxj)er.  Do  you  know  whether  that  infonnation  was  asked 
for  from  any  other  bank  in  Washington  ? 

Mr.  HoGAN.  I  can  safely  say.  Senator,  that  it  was  not.  You  will 
have  no  difficulty  in  findmg  no  other  bank  in  Washington  at  that 
time  was  subjected  to  anythmg  like  this. 

The  Chairman.  Were  those  penalties  ever  imposed? 

Mr.  HoGAN.  That  comes  out  of  its  order.  Senator,  but  I  will  be 
glad  to  state  it. 

The  CHAHtBiAN.  I  thought  it  might  help  save  time  to  put  it  in 
here,  but  you  need  not  do  it  now. 
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Mr.  IIu<:an.  This  only  started  things*.  Thi<  was  only  the  begin- 
ning.    They  rolletl  up  like  a  snowball  going  down  hill. 

Tne  CiiAiRMAx.  Proceed  in  voiir  own  way. 

Mr.  IIcKjAx.  That  was  called  out  by  the  fart  that  this  official  said 
that  within  six  days  they  would  have  a  rather  full  meeting  of  the 
lx)ard  of  direc  tors  and  would  like  to  have  considci-ation  of  the  board. 

He  wjih  replying,  in  that  letter,  that  the  bank  considered  that  it 
was  within  its  rights  to  bring  this  matter  to  the  attention  of  its 
lK>ard.  and  it  would  do  so,  and  he  was  told  we  did  not  consider  we 
weie  >ubjeet  to  the  penalty  he  referred  to.  We  wrote  him  June  15 
and  he  replied  on  June  15. 

Duiinff  this  five  hundred  and  odd  pages  of  correspondence,  if  it 
had  not  been  S(»rious  it  would  have  been  amusing,  the  way  these  com- 
lll^ni^at^on^^  were  sent  over.  As  to  some  of  his  communications,  a 
national-bunk  examiner,  supposedly  a  very  competent  high-pri:ed 
man,  flanked  on  each  side  bv  two  assistant  bank  examiners,  would  be 
the  letter  bearer.  They  would  came  from  the  Treasury  over  to  the 
iiiggs  Bank,  one  of  them  would  deliver  the  letter  in  formal  style 
from  Mr.  John  Skelton  Williams  to  the  president,  and  the  other  two 
would  make  note  of  the  exait  hour  when  the  comnmnication  was 
itself  formally  delivered.  If  we  wrote  Mr.  Williams  in  the  afternoon 
too  late  for  business  hours,  even  long  after  business  hours,  these  com- 
nnmications  would  come. 

The  letters  are  interesting  in  another  aspect  that  I  digi'ess  to  tell. 
Although  they  are  typewritten  letters,  yon  find  the  style  of  the  acute 
yellow-journal  writer  throughout  them,  in  this,  underscores  all 
tlirough  the  lettei-s,  and  then,  when  underscoring  did  not  seem  to  em- 
phasize the  point,  or  when  he  wanted  to  call  some  officer  of  the  bank 
a  falsifier,  then  he  went  into  capitals,  and  you  would  see  in  a  type- 
written official  communication  from  the  Treasury  a  paragraph  set 
out  in  the  niiddle  of  the  page  after  tlie  fashion  of  a  newspaper  article. 
He  did  not  have  black  type  on  the  typewriter,  so  he  capitalized  them. 
I  will  get  back  to  this. 

On  June  15  we  w^ote  him,  and  he  replied: 

rieuKo  take  notiw  that  for  fiiiling  to  uinke  and  transinlt  to  this  office  the  spe- 
cial refjorts  calle<l  for  In  tlie  letter  from  this  ofRce  of  the  Dth  instant,  which  re- 
[K>rt8,  in  my  judjonent,  are  necessary  for  a  fuU  and  complete  knowledge  of  the 
condition  of  your  bank,  you  will  be  subject  to  a  penalty  of  $100  for  each  day, 
from  this  date,  inclusive,  that  your  bank  delays  to  make  and  transmit  the  re- 
Iiorts  called  for. 

Throughout  the  <  orrespondence  which  followed,  in  so  far  as  it  was 
humanly  possible  to  do  so,  down  until  April,  1915,  regardless  of  the 
character  of  the  requ(»st,  every  i*equest  was  complied  Avith.  For  a 
long  period  of  time  a  section  of  the  clerical  force  of  the  bank  re- 
ported at  0  oVlotk  in  the  morning.  During  this  period  of  time 
there  was  no  evening  you  w^ould  pass  there  that  you  could  not  see  the 
lights  in  the  bank's  Avindows,  and  the  clerks  working.  As  I  have 
said,  when  we  got  through  with  one  line,  another  line  was  taken 
up.  There  was  no  single,  solitary  thing  we  did  that  we  were  not 
called  on,  under  penalty  of  $100  a  day,  to  make  a  report  on. 

I  want  to  call  your  attention  to  some  of  the  things  that  charac- 
terized the  thing  throughout,  because  these  letters  were  not  per- 
mitted by  Mr.  Williams's  counsel  to  go  before  the  court  in  the  equity 
suit.    You  notice  the  correspondence  is  quite  bulky.    By  the  time  it 
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got  bulky,  counsel  had  been  called  in  to  advise  these  gentlemen.  The 
penalties,  if  they  were  enforceable,  were  becoming  very  large.  Ac- 
cording to  the  calculation  of  expe|±  accountants,  on  April  12,  1915, 
the  penalties  which  he  had  impo^,  and  which  he  repeatedly  and 
solemnly  said  he  had  imposed,  aggi^egated  $160,000  against  the  bank. 
And  many  of  these  penalties  were  imposed  because  it  was  physically 
impossible  to  get  up  within  5  days,  or  within  10  days,  some  tabu- 
lated statement  he  wanted  for  20  years  back.  The  law  says  5  days, 
but  that  did  not  make  any  difference  to  liim.  He  put  a  time  limit  of 
3  days  on  some,  10  on  some,  and  15  on  others.  He  wns  a  law  unto 
liimself. 

But,  as  I  said,  we  got  this  correspondence  printed,  and  it  was  only 
printed  for  the  convenient  u?e  of  the  directors  and  counsel  and  those 
who  were  acting  in  an  advisory  capacity,  taking  part  in  the  trans- 
actions. Ono  of  tlio  examinei-s  happened  to  go  into  the  bank — they 
were  in  the  bank  nearly  all  the  time:  we  were  subjected  to  constant 
examinations  for  over  a  year — and  saw  one  of  these  volumes,  where- 
upon  we  got  a  letter  from  the  comptroller,  under  his  authority  to  in- 
quire into  the  condition  of  the  bank,  requiring  that  a  report  be 
submitted  under  oath,  subject  to  penalties — I  am  not  giving  you  the 
exact  language,  but  this  is  the  style  throughout — as  to  how  much  it 
cost  to  print  these  volumes,  to  whom  we  gave  copies,  and  things  of 
that  kind. 

(Jn  one  occasion  we  wrote  the  comptroller  and  told  him  that  in 
order  to  comply  with  his  demands,  we  had  employed  an  outside  force 
of  help.  The  gentleman  who  is  reporting  these  proceedings  here,  Mr. 
John  D.  Rhodes,  had  l)een  employed  with  his  expert  reportorial  steno- 
graphic staff,  because  it  was  utter h'  impossible  to  do  these  things 
without  entirely  interfering  with  our  regular  business.  We  reported 
to  him  that  in  order  to  help  us  in  this  matter,  we  had  gotten  an  out- 
side forces.  Back  came  a  demand  that  we  leport  forthwith,  under 
oath,  subject  to  penalty,  whom  we  had  employed,  what  their  names 
were,  when  they  were  employed,  and  how  much  we  had  paid  them. 

Senator  Fletcher.  Those  $106,000  of  penalties  were  never  actually 
imposed? 

Mr.  HoGAN.  No.  Senator;  because  when  brought  to  the  bar  of  a 
court  in  public  Mr.  Williams  did  just  exactly  what  any  man  who 
wrote  that  cori*espondence  would  do — he  crawled.  Let  me  tell  you 
about  that,  as  you  asked  the  question,  right  now. 

Mr.  Williams  in  his  letters  did  not  say  "  I  am  going  to  impose 
them."  He  would  send  a  letter  and  say  "  This  penalty  I  am  now  im- 
posing is  in  addition  to  the  penalties  heretofore  imposed  by  this  office 
on  you." 

Of  coui^se,  so  Icmg  as  it  was  a  mere  matter  of  correspondence,  we 
started  no  litigation.  Xo  national  bank  wanted  to  get  into  a  con- 
troversy with  the  C'oniptroller  of  the  Currency  if  it  could  pos- 
sibly be  avoided,  with  the  ti^emendous  power  that  office  has  over 
national  banks.  We  were  approaching  the  time  when  the  renewal 
of  our  charter  had  to  be  taken  up  officially,  a  fact  which  meant,  so 
far  as  we  were  a  national  institution,  life  or  death.  The  law  ap- 
parently, arbitrarily,  without  allowing  any  tribunal  to  question  him, 
gives  the  absolute,  unquestioned  discretion  to  the  Comptroller  of  the 
Ourrency  to  say  that  he  will  not  renew  the  charter  of  a  national 
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bank,  and  he  need  answer  to  no  man,  except  to  the  appointing  and 
confiiming  power  of  the  Government  when  he  next  comes  before 
them,  for  the  exercise  arbitrariW  of  that  power. 

As  I  say,  we  were  approaciiing  that.  We  never  would  have 
started  litigation.  I  find  that  some  of  the  Senators  have  an  er- 
roneous idea  of  how  the  litigation  started.  We  never  would  have 
staii:ed  litigation  if  it  could  liave  been  avoided.  No  one  wants  to 
go  into  coui*t  if  it  can  be  avoided,  and  certainlv  no  national  bank 
wants  to  come  out  in  public  and  sue  the  Comptroller  of  the  Currenc}' 
or  the  Seci-etarj'  of  the  Treasury.  It  would  have  been  a  foolhanly 
thing  to  do  if  it  could  reastmably  have  l)een  avoided. 

So,  whenever  he  imposed,  or  told  us  he  imposed,  these  ix^nalties 
of  $100  a  day — and,  mark  you,  $100  a  day  for  each  question  not 
answered  was  the  character  of  some  of  his  impositions — he  would 
send  us  a  list  of,  say,  30  interrogatories,  in  quaduplicate,  and  he 
would  direct  that  each  one  of  the  officers — the  president,  the  two 
vice  presidents,  and  the  cashier — should  sign  and  swear  to  them. 
Then  he  would  impose  penalties  of  $100  a  day  for  the  failure  to 
answer  eacli  question.  But  we  paid  no  attention  to  it  other  than  do 
what  any  lawyer  would  advise  a  bank  to  do — protest  against  it,  and 
in  order  not  to  be  estopped,  in  order  not  to  be  held  to  have  waived 
or  acquiesced  in  the  imposition  of  these  ruinous  penalties,  say  that 
we  denied  his  right  to  impose  them,  which  would  bring  out  a  char- 
acteristic sarcastic  letter  irom  him  saying,  "This  office  notes  yom* 
denial,  which  reminds  it  of  other  denials  this  office  has  received. 
You  will  soon  learn  that  this  office  has  power,  and  it  will  take  appro- 
priate steps  to  show  you  what  power  it  has." 

Those  are  simply  little  characteristics.  We  never  paid  the  fines, 
of  coui*se.  We  never  intended  to  pay  them.  There  never  was  any 
law  under  which  they  could  be  imposed,  and  it  would  take  the 
United  States  Supreme  Court  to  convince  any  lawyer  who  looks  at 
that  cori*es|K)ndence  that  there  was  any  law  under  which  they  could 
be  imi)osed. 

Senator  Fletcher.  Did  not  the  Sui)reme  Court  of  the  District 
hold  that  the  p<Mmlties  applied  to  these  special  i-epoHs  as  well  as 
to  the  general  reports? 

Mr.'HooAN.  Yes;  in  an  obiter  decision,  which  I  intend  to  verv 
carefully  explain  to  the  Senatoi-s  here,  and  held  in  an  interlocutory 
(lecisicm  also,  in  a  case  that  never  got  a  final  hearing,  but  in  a 
decision  that  never  was  and  could  not  under  the  conditions  that  were 
theretofore  imposed  have  been  upheld,  that  the  penalties  did  applv  to 
special  reports.  T  sa3\  with  great  defeRMice  to  the  judge  holding 
that,  that  it  is  an  untenable  construction  of  the  law.  However,  it 
was  obiter,  Ix^causo  the  couit  held  these  i:)enalties  could  not  be  im- 
posed. 

Senator  Fletcher  Jisked  me  what  was  done  in  regard  to  the  penal- 
ties. We  protested  them,  as  I  say.  In  March,  1915,  we  had  been 
constantly  sending  these  things  in.  Sometimes,  perhaps,  we  did  not 
send  what  he  wanted — though  we  tried  as  hard  as  we  knew  how.  We 
were  sending  reams  of  paper  over  to  the  comptroller.  We  were 
answering  questions  and  repeatedly  answering  them.  When  we 
would  get  through  answering  questions,  signing  and  swearing  to  the 
answers,  I  remember  on  one  occasion  they  brought  an  examiner  here 


NOMINATION   OF  JOHN  SKELTON  WILLIAMS.  49 

from  Chicago,  who  was  supposed  to  have  some  reputation  as  a  cross- 
examiner,  and  this  expert  cross-examiner  would  come  over  and  stand 
the  officers  in  the  bank  up  and  put  them  under  oath,  as  they  would 
have  a  right  to  do,  if  anything  i-especting  the  condition  of  the  bank 
occurred,  and  then  they  would  be  examined. 

Here  are  some  books  containing  testimon}'  in  this  matter.  We 
have  a  library  on  the  subject.  Here  is  a  large  volume  of  several  hun- 
dred pages,  not  paged  consecutively,  of  examiners'  hearings.  After 
the  officers  of  the  bank  would  write  themselves  out,  the  examiners 
would  come  in,  the  officei*s  would  be  put  under  oath,  and  the  exam- 
iners, as  I  say,  would  <|uestion  them.  Mr.  Sherrill  Smith  was 
brought  from  Chicago.  The  ordinary  examiner  did  not  suit  for  this 
trying  work. 

So,  although  we  tried  to  answer,  T  will  admit  that  there  were  some 
times,  when,  being  human,  our  patience  was  not  altogether  saintlike. 

We  did  not  pay  any  of  these  penaltias,  but  we  had  this  situation. 
In  order  to  secure  our  circulating^  currency,  we  had  deposited  with 
the  Treasury  Department,  as  required  by  law,  $1,000,000  of  2  per  cent 
United  States  bonds.  Interest  was  payable  quarterly  on  those  bonds. 
We  received  our  chex*k  for  $5,000  each  quarter  from  June,  1914,  until 
what  transpired,  as  I  will  show  you  in  a  minute,  in  1915,  for  the  in- 
terest on  those  bonds.  In  March,  1915,  Mr.  Williams  wrote  us  a 
letter.  The  next  payment  of  interest  was  due  in  April,  1915,  of 
$5,000.  The  Secretary  of  the  Treasury  at  that  time  paid  the  interest, 
not  the  Ti-easurer  of  the  United  States.  That  had  l)een  the  result  of 
some  intradepartmental  controversy  at  a  fonaer  time  between  the 
Treasurer's  office  and  the  Seci-etarv's  office.  While  he  wrote  this 
letter  on  March  30,  he  did  not  send  it  over  imtil  after  business  hours 
on  March  31,  until  about  the  clo^e  of  business  hours,  1  p.  m.,  March 
31.  That  letter  is  very  long,  and  I  will  not  bother  to  read  it;  it  is 
not  important  to  read  it.  Again  we  have  italics  and  capitals 
throughout  the  letter.  This  is,  as  near  as  it  can  bo  ma<le,  a  Chinese 
copy.  Senator  Calder.     He  concludes  the  letter: 

Yoii  are  now  hereby  notified  that  for  your  fnlhire  to  uiiike  and  transmit  lothis 
office  witldn  the  time  mentitmeil,  or  witldn  five  <lays  after  the  expiration  of  said 
time,  the  special  reiK)rt  or  reiM>rts  eaiied  for  in  the  aforesaid  letter  of  .Tanuary 
22,  1915,  you  are  hereby  assesse<l  and  direct (m1  to  pay  tlie  penalty  of  $1(K)  per 
day  for  each  <lay  from  ?Vbruary  8.  191:"),  to  tlate — Man*h  80,  191  i">— both  dates 
inclusive,  in  accordance  with  the  iirovisions  of  sections  5211  and  .5213  of  the 
Revisefl  Statutes  of  the  United  States.  Said  penalties  amount  to  this"  time 
t«>  $5,000.  which  sum  you  are  hereby  ilirected  to  pay  at  «)nce  into  the  Treasury 
of  the  Unite<l  States  under  the  provisions  of  the  statutes  above  referred  to. 

You  are  furtherm«)re  notified  that  continued  faihire  <m  your  part  to  fur- 
nish the  reports  calUnl  for  in  the  letter  from  this  office  of  January  22,  1915,  will 
subject  you  to  further  and  continuing  |)enalties  inider  the  provisions  of  sections 
5211  and  .5213  of  the  Revised  Statutes  of  the  Tniteil  States. 

The  $5.(KK)  assessment  impose<l  as  above  stated  is  in  addition  to  all  other 
penalties  which  you  have  Incurred  and  are  incurrln;?  for  your  faihu'c  to  furnish 
<»ther  si)ecial  reports  which  have  heretofore  been  cnlle*!  for  by  the  (Comptroller 
of  the  Currency,  in  accordance  with  the  j)rovislons  of  sections  5211  and  5213  of 
the  Revisetl  Statutc*s  of  the  T'nite<1  States. 
Respectfully, 

.loHN    Skk.lton    Wii.mams, 
ConiptntJIvr  of  the  Currcnry. 

Pretty  clear  language ! 

At  the  same  time  that  ho  was  calling  ujwn  us  to  send  over  that 
money  he  lodged  with  the  Treasurer  of  the  Ignited  States.  Mr.  John 
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IJiirke,  all  onlor  to  witliliold  the  $5,000  due  the  Biggs  National  Bank 
as  inteivst  on  thos<»  honds  which  had  been  deposited  with  the 
Treasury. 

On  April  1,  IDIT),  Mr.  (ilover,  president  of  the  bank,  accompanied 
l)v  nivself,  called  on  Mr.  Burke.     We  were  verv  coui*teouslv  i*eceived. 

e  stated  he  did  not  know  why  that  letter  was  S4*nt  to  him,  because, 
wliile  he  thought  it  was  the  function  of  the  Tivasurer  to  pay,  .still  the 
letter  seemed  to  <juestion  the  Secretary  of  the  Ti*easury,  as  the  supe- 
rior officer  of  that  department,  had  the  ritjht  to  decide  who  would 
j)ay,  and  the  previous  Secix»tary  of  the  Treasury  had  dii'ected  that  he 
himself  or  his  office  should  pay.  We  handed  him  a  letter  and  stated 
fhat  we  did  not  intend  to  permit  its  confiscation  or  retention.  That 
hotter  was  sent  to  the  Secretary,  and  we  got  from  one  of  the  Assistant 
Seci'ctaries  a  formal  acknowledgment  saying  that  the  letter  had 
been  received.  We  told  Mr.  Burke  that  of  course  we  would  have  to 
)rotect  ourselves  and  that  what  we  feared  was  that  the  $5.(X10  would 
e  coverexl  into  the  Treasury,  and  that  having  been  covered  into  the 
Treasury'  we  might  then  find  ourselves  i-elegated  to  a  suit  in  the 
Court  of  Claims  to  recover  that  money,  and  that  we  might  not  have 
a  common  law  court  of  general  jurisdiction  to  seek  our  remedy  in. 

Mr.  Burke,  in  a  spirit  of  fairness  which  I  have  always  rememl)ered, 
most  kindly  told  us  to  go  ahead  and  start  our  proceedings  quickly; 
that  he  recognized  the  position  in  which  we  were,  and,  as  far  as  he 
was  concerne<l,  he  would  be  glad  to  have  the  status  cjuo 

Senator  IIexdkrson.  Was  this  interest  due  on  bonds? 

Mr.  HcKiAN.  On  registered  bonds. 

This  was  not  a  confidential  convei'sation,  so  I  have  the  right  to 
repeat  it.  He  intimate<l,  and  in  substance  said,  *'  Please  do  not 
involve  me  in  the  controversy  with  John  Skelton  Williams."  He 
did  not  use  the  expivssion,  but  what  he  said  when  he  left  his  offic3 
you  find  stat<*d  by  other  Treasury  officials  who  wanted,  as  far  as 
possible,  to  be  saved  from  the  claws  of  the  Wildcat  of  the  Treasury. 
He  was  willing  in  any  way  he  could  to  help  us,  but  please  do  not 
involve  him  in  any  ccmtroversy  with  that  particular  official.     • 

Now,  Senator,  you  s<»e  the  position  that  we  were  then  in.  We  had 
complied  tirelessly  with  every  request  made.  We  had  expert  ac- 
countants figure  what  the  amount  of  money  was  if  those  penalties 
could  be  enforced.  The  figures,  including  this  $r),(K)0,  amounted 
roundly  speaking,  to  $160,000  that  had  accrued  if  he  mejint  what  he 
said  and  could  do  what  he  claimed.  Not  only  that,  but  the  figures 
show,  using  his  letter  as  a  basis  for  the  computation — I  am  not  a 
mathematician;  this  was  done  by  accountants — that  we  were  in- 
curring penalties  at  the  rate  of  $1,000  a  day  for  having  failed,  ac- 
cording to  his,  as  he  said,  undisputed  and  indisputable  judgment, 
to  answer  his  countless  questions  m  the  way  that  he  demanded  they 
be  answeivd. 

The  Riggs  Xati(mal  Bank  did  not  want  to  litigate,  but  what  else 
could  it  do^  It  had  to  litigate  or  acquiesce  in  that  ruinous  [X)licy. 
^Ve  had  to  fipht :  we  had  to  fight  either  with  a  pea-shooter  or  a  gat- 
ling  gun;  and  we  took  the  latter  weapon. 

We  filed  a  bill  in  the  Supreme  Court  of  the  District  of  Columbia 
on  or  about  April  12,  1915,  in  which  we  charged  John  Skelton  Wil- 
liams and  W^ilUam  G.  McAdoo  with  having  entered  into  a  conspiracy 
to  destroy  the  Riggs  National  Bank,  and  we  set  forth  the  intei*woven 
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course  of  conduct  as  we  saw  it,  and  as  we  believed  it  to  be.  We 
made  Mr.  Burke  a  nece,<sary  party  to  that  bill,  and  in  order  to  pre- 
vent the  covering  of  the  $5,000  into  the  Treasury  we  obtained  a 
temporary  restraining  order,  or  in  popular  parlance,  an  injunction, 
which  held  the  status  quo  as  it  then  was  and  prevented  the  covering 
of  the  mone}'  into  the  Treasury  or  the  imposition  of  any  further 
penalties  at  that  time. 

The  afternoon  on  which  we  filed  this  bill,  Mr.  John  Skelton  Wil- 
liams issued  a  formal  statement  to  the  press  of  the  country  in  which 
he  referred  to  the  temerity  of  the  bank  in  bringing  this  suit.  That 
statement  is  somewhere  in  this  volume  of  your  fontier  hearings, 
read  into  the  record  by  Senator  Weeks. 

I  like  that  word  ''  temerity."  It  was  true  that  for  the  first  time 
in  the  history  of  this  country  officers  of  a  national  bank  had  called 
the  Comptroller  of  the  Currency  to  the  bar  of  a  court  of  the  land 
to  hear  such  questions  as  we  thought  should  be  heard. 

Do  you  know  what  he  did?  First  of  all,  of  course,  he  started  to 
get  lawyers. 

Mr.  T^uis  D.  Urandeis,  now  Mr.  Justice  Brandeis,  had  been  some- 
time previously  consulted,  he  said,  retained  by  the  Department  of 
Justice.  He  had  been  consulted  by  Mr.  Williams  in  the  matter.  Mr. 
Brandeis,  of  course,  had  no  public  official  connection  with  the  de- 
partment. Mr.  Brandeis  was  Drought  in.  Next  appeared  Mr.  Sam- 
uel Untennyer.  He  came  down  from  New  York  and  entered  his  ap- 
pearance for  the  Secretary  of  the  Treasury'  and  the  Comptroller  of 
the  Currency.  Then  it  was  given  an  official  atmosphere  oy  the  ap- 
pearance of  Mr.  Charles  Warren,  then  Assistant  Attorney  General ; 
Mr.  John  Laskey,  then  and  now  the  district  attorney ;  and  Mr.  James 
B.  Archer;  also  a  semiofficial  character  by  tiie  appearance  of  Mr. 
Jesse  C.  Adkins,  as  associated  with  Mr.  Brandeis  and  Mr.  Unter- 
myer. 

Various  reasonable  postponements  were  had  by  the  counsel,  Mr. 
Brandeis  getting  the  nrst  one  and  Mr.  Untermyer  taking  the  wheel 
thereafter  in  the  case  until,  on  May  1,  the  case  was  heard  on  prelimi- 
nary motion. 

lliis  entire  matter  has  beeH  so  often  misrepresented  with  respect 
to  what  developed  and  what  was  decided  that  I  would  like  to  give 
the  cominittee  a  full  account  of  it^  but  I  want  to  go  <m  and  answer 
the  question  you  have  asked  with  respect  to  those  penalties. 

What  do  you  think  he  did?  Yom  would  have  stood  by  it;  but  he 
came  into  court  with  his  sworn  affidavit,  and  his  counsel  said  he 
never  really  intended  to  impose  those  penalties.  He  came  into  court 
with  his  second  affidavit  and  said  that  ne  did  not  now  propose  to  im- 
pose the  penalties  which,  in  the  last  letter,  he  specifically  and  sol- 
enmly  said  were  imposed ;  and  that  outside  of  the  $5,000 — and  it  is  in 
the  record  here — ^he  waived  the  penalties  which  the  bank  had  in- 
curred. 

If  he  was  right  that  the  penalties  had  been  incurred,  where,  in  law 
or  in  morals,  did  John  Skelton  Williams  have  the  right  to  give  away 
$160,000  of  the  Government's  money?  What  power  was  ever  im- 
posed in  him  to  say.  under  the  law,  as  he  has  said  at  least  50  times 

The  Chaikmax!  That  was  outside  of  the  $5,000? 
'Mr.  HoGAN.  Yes,  sir.    Do  you  see  the  point,  Senator?     The  hope 
nf  Williams,  McAdoo,  and  their  counsel  was  to  get  out  of  court  on  a 
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technicality.  They  thouglit  an  injunction  could  only  run  to  prevent 
the  doing  of  future  acts.  We  had  gone  into  a  court  for  injunctive 
relief,  and  they  thought  that  as  he  waived  any  future  act  of  that 
kind  the  injunction  could  not  reach  back  and  stop  the  doing  of  what 
he  had  done. 

Tlie  Chairman.  The  $r),00()  was  interest  on  the  bonds,  or  was  the 
$5,000  penalties? 

Mr.  HooAN.  It  was  $5,000  in  penalties.  The  Treasury  owed  us 
$5,000.  He  ordei-ed  it  confiscated.  That  is  not  the  word  he  used,  but 
that  is  what  it  amounted  to. 

The  Chairman.  He  applied  the  $5,000  due  in  interest  to  the  pay- 
ment of  penalties? 

Mr.  HooAN.  Right,  Mr.  Chairman;  exactly.  But  when  he  was 
brought  to  the  bar  of  justice,  his  counsel  said — ^and  they  said  it  on 
his  sworn  statement — ^"You  ought  not  to  be  asking  an  injunction. 
This  court  has  no  jurisdiction  to  grant  an  injunction,  because  any- 
thing that  the  comptroller  said  he  was  going  to  do,  he  is  not  going 
to  do  any  moi-e.  It  is  true  he  wrote  you  time  and^time  again  and 
told  you  that  you  had  incurred  these  penalties.  It  is  true  he  said 
these  penalties  were  imposed.  It  is  true  that  he  told  you  in  his 
March  80  letter  that  when  he  took  this  $5,000  he  only  intended  to 
take  it  on  account  and  that  it  was  in  addition  to  all  the  other  pen- 
alties you  have  incurred  and  are  incurring."  But  when  he  had  come 
out  int^  the  open,  before  a  court  of  justice,  I  repeat  the  expression, 
he  "  crawled ;"  he  quit. 

Senator  Fletcher.  What  was  the  $5,000  fine  imposed  for? 

Mr.  HooAN.  For  failure  to'reply  to  one  of  his  letters,  one  of  the 
many  letters. 

Senator  Fletcher.  Do  you  remember  the  data  that  was  called  for? 

Mr.  HooAN.  I  think  so ;  I  can  tell  you  that  in  a  moment. 

Senator  Henderson.  I  just  want  to  get  this  clear. 

The  Kiggs  National  Bank  had  registered  bon^,  and  on  this  date 
there  was  $5,000  in  interest  due  on  those  bonds? 

Mr.  HooAN.  Yes,'  sir. 

Senator  Henderson.  Tlie  Comptroller  of  the  Currency  had  im- 
posed penalties  on  the  bank  amounting  at  that  time  to  about 
$160,000? 

'Senator  Fletcher.  He  Iwid  imposed   a   fine  of  $5,000. 

Mr.  ITooAN.  No;  Senator  Henderson  is  correct. 

Senator  Henderson.  That  is,  $5,000  which  was  due  the  Biggs  Na- 
tional Bank,  was  directed  by  the  Comptroller  of  the  Currency  to  be 
withheld  and  applied  on  the  penalties  then  due  from  the  Biggs  Na- 
tional Bank  to  the  Government,  as  the  Government  claimed  it  was 
due? 

Mr.  HoGAN.  Yes.    You  stated  it  absolutely  with  accuracy.  Senator. 

The  Biggs  Bank  responded  to  that,  first,  by  filing  its  protest,  and 
second,  by  filing  a  bill  in  equity  on  the  equity  side  of  the  Supreme 
Court  of  the  District  of  Columbia  where  we  have  the  separate  juris- 
diction— the  old  chancery  practice  and  the  common-law  practice. 
In  that  bill  we  sought  to  have  him  enjoined  and  anyone  connected 
with  him  enjoined  from  retaining  that  money,  from  covering  it  into 
the  Treasury. 

We  further  sought  to  have  him  enjoined  from  imposing  penalties 
or  ( ollecting  or  confiscating  our  money  on  account  of  the  other  fines 
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and  penalties  which  he  had  over  and  over  again  notified  us  that  he 
imposed  upon  us;  and  we  sought,  further,  to  have  him  enjoined  from 
further  harassing  the  bank  with  these  alleged  calls  for  conditions, 
which  we  point  out  in  the  case  in  which  the  $5,000  was  imposed  was 
a  statement  of  niattere  occurring  all  the  way  back  20  years  ago, 
whether  or  not  certain  officials  had,  as  far  back  as  1896  and  onward, 
received  commissions  on  real  estate  loans  which  hstd  been  negotiated 
by  them,  or  received  commissions  on  stocks  and  bonds  which  they 
had  purchased,  and  which  required,  as  I  say,  by  his  latter  date  re- 
quests, a  tabulated  statement  of  things  that  could  not,  by  the  farthest 
stretch  of  any  reasonable  imagination  have  reflected  upon  the  con- 
dition of  the  bank,  but  simply  was  going  back  into  things  that  were 
closed  so  long  ago  that  they  could  never  be  resurrected  to  affect  the 
solvency  of  the  bank. 

It  was  that  sort  of  information,  mark  you,  in  most  instances,  which 
we  did  not  refuse  to  giA'e — we  had  gotten  to  that  position.  Senator, 
where  it  did  not  make  any  difference  how  far  back  we  had  to  go,  ana 
that  is  the  reason  we  went  back. 

The  Chairman.  Mr.  Hogan,  he  waived  all  the  penalties  imposed, 
with  the  exception  of  $5,000? 

Mr.  Hogan.  Yes,  sir. 

The  Chairman.  That  he  intended  to  make  good  by  the  applica- 
tion of  the  $5,000  interest  ? 

Mr.  Hogan.  Yes,  sir. 

The  Chairman.  What  was  the  result? 

Mr.  Hogan.  We  got  it  back.    There  was  a  reason 

Senator  Henderson.  Just  a  moment  before  you  go  on  with  that. 

The  question  I  asked  a  moment  ago  would  leave  the  inference  that 
those  penalties  were  actually  imposed  bj^  the  Comptroller  of  the  Cur- 
rency or  some  Government  official  having  that  power.  Were  such 
penalties  ever  actually  imposed  by  the  comptroller  or  any  other 
official? 

Mr.  Hogan.  Yes,  sir.  Senator.  I  know  where  y6u  get  that  sug- 
gestion from.  Yes;  they  were.  There  is  not  any  doubt  about  it  at 
all.    They  were  not  collected,  no ;  they  were  imposed. 

For  instance,  let  me  give  you  his  language — and  while  I  am  l<x)k- 
ingfor  this  memorandum,  l^nator,  I  can  answer  your  question,  too. 

We  got  the  $5,000.  It  was  returned  to  us.  The  litigation  resulted 
in  the  court's  holding  that  he  had  not  complied  with  the  law.  That 
is  as  far  as  the  court  held  at  that  time. 

Senator  Fletcher.  The  Supreme  Court  of  the  District  of  Colum- 
bia, here  in  these  hearings  at  page  481,  held,  by  Mr.  Justice  McCoy: 

That  the  court  had  jiirisfliction  of  the  ease. 

That  as  "  the  bill  does  not  state  facts  sufficient  to  constitute  a  cause  of  action 
against  tlie  Secretary  of  the  Treasury  as  to  a  conspiracy,  nor  as  to  anything 
done  or  threateue<l  by  him,  it  must  be  dismissed  as  to  him,  unless  he  is  a 
necessarj-  part  in  order  to  give  relief  by  way  of  directing  a  purely  ministerial 
act,  namely,  the  payment  of  interest  withheld  because  of  the  penalty  of  $.5,000 
assessed  by  the  comptroUer." 

Those  points  are  all  set  out ;  and  paragraph  20  says : 

As  to  the  merits  of  the  case,  the  single  point  on  which  the  court  finds 
against  the  defendant  is  the  following:  That  the  comptroller  In  making  his 
demand  of  .January  22,  1915,  for  the  special  report  called  for 

Mr.  Hogan.  You  are  not  reading  from  the  court's  decision. 
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Senator  Fleicher.  I  am  reading  from  the 

Mr.  HoGAX.  Something  that  Mr.  Williams  put  in  there? 

Senator  Fletcher.  Tlie  synopsis  of  the  decision  rendered  May  Hf. 
1916. 

Senator  IIkxdersox.  That  is  Mr.  Williams's  statement  before  tlu» 
committee. 

Senator  Fn-mnKR.  Well,  it  is  a  synopsis  of  the  decisi<m.  If  it  is 
'  (juestioned,  we  can  go  into  that  later. 

(Continuing  reading:) 

That  the  CDinptroUer  in  making  his  denmud  of  .January  22,  1915,  for  the  spe- 
cial report  eaHe<l  for,  re<|uircHl  tliat  it  should  be  made  under  the  oath  of  the^ 
president,  cashier,  and  three  name<l  ollicers  and  direi*toi*s,  whereas  the  statute, 
section  5211,  onlj'  required  that  tlie  report  be  sworn  to  by  tlie  president  or 
cashier  an<l  attested  by  the  signatures  of  at  least  three  of  the  directors,  Tlie 
court  sai<i :  **  Therefore,  it  must  be  held  in  this  case  that  the  comptroller  hav- 
ing called  for  a  report  not  verified  and  attested  as  provided  in  the  statute,  did 
not  place  himself  In  a  position  where  he  could  lawfully  assess  a  penalty  for  a 
failure  to  comply  with  a  demand  which  he  made.** 

Mr.  HoGAN.  Yes;  that  last  part  is  a  <)uotation  from  the  court. 
That  is  the  first  thing  you  have  quoted  from  the  court. 

If  I  may  prcjceed  in  order  in  connection  with  that  I  can  come  to 
it,  because  that  decision  resulted  in  a  ratlier  amusing  thing. 

For  instance,  the  Treasuir  Department  and  the  Department  of 
Justice  found  it  necessary,  after  that  decision  was  rendered,  to  issue 
to  the  press  of  the  country,  with  the  request  that  it  be  given  circula- 
tion, a  labored  statement  showing  that  the  Govermnent  had  won, 
setting  out  22  different  paragraphs  to  show  that  Mr.  Williams  had 
won  the  case.  From  a  lawyer's  standpoint  the  thing  was  nothing 
less  than  amusing. 

When  the  judge  rendered  his  opinion,  with  that  accuracy  and  in- 
telligence  which  ordinarily  characterizes  the  press,  it  had  sent  out 
the  report  that  the  Riggs  Bank  had  won,  as  it  had  on  every  single^ 
solitary  question  which  was  before  the  court — every  one.  But  tnat 
we  will  come  to,  because  that  is  another  order. 

Senator  Hendei^^on,  yoa  used  a  phrase  in  your  question,  whether 
or  not  I  meant  to  say  that  the  fine  was  actually  imposed,  and  I  said  I 
knew  whereyou  got  that  suggestion  from,  ana  I  am  going  to  answer 
you  in  Mr.  Williams's  own  words  used  on  June  20, 1914,  and  I  quote 
from  a  letter  of  that  date: 

Tour  omission  to  furnish  the  information  called  for  over  your  president'^ 
signature,  therefore,  subjects  you  to  the  imposition  of  a  fine  of  $100  per  diem, 
from  this  date  for  this  delay,  in  addition  to  the  fines  heretofore  imposed,  as  per 
previous  letters. 

That  answei-s  you,  does  it  not.  Senator? 

Senator  Henderson.  Yes. 

Mr.  HooAN.  I  do  not  think  that  I  overstate  it  when  I  say  that  I 
can  read  to  jou  20  places  where  that  man  uses  words  which  after- 
wards he  said  he  did  not  mean.  He  said  those  fines  had  been  im- 
po^  and  incurred,  and  now  he  states  that  his  purpose  was  not  to 
impose  them. 

Senator  Henderson.  Did  the  point  come  up  in  the  trial  of  the 
case  as  to  whether  or  not  under  the  law  any  Government  oflScial  had 
the  right  to  relieve  anyone  from  the  payment  of  any  penalties  at  all? 

Mr.  Hog  AN.  It  never  got  to  the  point  where  it  could  be  decided  by 
any  court..  Senator. 
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May  I  proceed,  now,  to  tell  you  with  reference  to  this  case,  because 
Senator  Fletcher  has  asked  a  question  about  what  occurred  in  the 
case? 

Senator  Fletcher.  I  would  like  to  have  you,  if  you  can,  put  in  the 
particular  letter  calling  for  the  data. 

Mr.  HoGAN.  Yes,  sir;  I  will,  sir;  I  will  do  that. 

Senator  Fletcher.  If  vou  have  that  letter.  Do  vou  remember 
the  date  of  it  ? 

Mr.  HoGAN.  He  gives  the  date. 

Senator  Fletcher.  January  22,  1915  ? 

Mr.  HooAN.  Yes.  I  think  he  gives  the  date.  That  is  the  letter. 
I  will  give  it  to  you. 

We  filed  our  bill  in  equity.  We  got  a  preliminary  restraining 
order.  That  held  the  status  quo.  The  attorneys  for  the  comptroller 
and  the  Secretary  and,  nominally,  for  Mr.  Burke,  who  was  a  mere 
nominal  party,  came  into  court  finally,  in  May,  and  they  filed  a  mo- 
tion to  dismiss  the  bill.  That,  under  the  equity  rules  promulgated 
by  the  United  States  Supreme  Court  in  1913,  took  the  place  of  the 
old  demurrer  which  theretofore  was  a  pleading  in  equity.  The 
ground  of  that  motion  to  dismiss  the  bill  was  that  the  Supreme 
Coui-t  of  the  District  of  Columbia  did  not  have  any  jurisdiction 
of  that  cause;  that  the  bill  on  its  face  gave  the  court  no  jurisdiction, 
and  that  this  was  a  suit  against  the  United  States  not  cognizable  by 
tlie  Supreme  Court  of  the  District  of  Columbia ;  and  that  Mr.  Wil- 
liams and  Mr.  McAdoo  and  Mr.  Burke,  having  acted  in  their  official 
capacity,  could  not  be  brought  to  answer  before  the  bar  of  the 
court — a  time-worn  defence  of  every  Government  official  that  has 
ever  been  brought  to  court  since  Marbury  and  Madison. 

That  motion  to  dismiss  absolutely  denied  the  jurisdiction  of  the 
court  or  its  right  to  give  any  relief  at  all  and,  logically,  it  was  the 
first  thing  to  be  disposed  of.  But  Mr.  WiUiams's  counsel  declined  to 
have  it  disposed  of,  and  asked  the  court,  and  the  court  consented,  to 
hear  the  motion  to  dismiss  along  with  the  question  whether  or  not 
the  teinpoi*ary  restraining  order  would  be  continued. 

That  was  done  for  the  purpose  of  enabling  him,  as  Mr.  Untermyer 
frankly  said,  to  put  on  the  public  records  and  thereby  safely  dis- 
seminate through  the  public  press  affidavits  from  Mr.  McAdoo  and 
Mr.  Williams,  a  short  affidavit  from  Mr.  Burke  and  some  supporting 
affidavits  giving  their  vei'sion  of  the  facts. 

The  case  came  on  to  be  heard  in  May,  1916 — ^not  for  trial.  There 
was  never  any  answer  made  to  the  bill.  The  pleadings  were  not  in 
condition  topermit  a  trial. 

Senator  Henderson.  It  was  not  at  issue? 

Mr.  HooAN.  It  was  not  at  issue.  It  was  heard,  first,  on  a  motion 
by  the  comptroller's  attorneys  to  dismiss  for  want  of  jurisdiction,  to 
throw  it  out  of  court;  and  it  was  heard,  second,  on  our  contention  that 
the  preliminary  injunction  should  be  continued.  That  is  all  there 
was  before  the  court. 

Mr.  Williams,  as  I  say,  filed  voluminous  affidavits;  here  [indicat- 
ing] in  another  volume  that  contains  the  affidavits  and  also  his 
printed  correspondence. 

The  court  said  that  he  would  hear,  in  an  interlocutory  way,  the 
motion  of  Mr.  Williams's  counsel  to  dismiss  and  also  these  affidavits 
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vhich.  of  coiinse.  ao  far  ^^  the  anf*wer  wa>  concerned,  were  ex  piLite 
affirlavit*.  We  did  not  have  any  right  to  answer  them.  We  were 
allowed  to  answer  them  a^  a  matter  of  pririlege.  and  Mr.  Williams^ 
'ffunsi^l  *trenuoiLsly  oppose«l  our  being  allowc^il  to  answer  those  affi- 
darit-  either  ^>  to  the  new  matter  that  wa^?  brought  in.  or  as  to  any- 
thing el^e.  but  Mr.  Ja^tice  McCoy  fairly  permitted  us  to  file  answers. 
Xot  onlv  that.  Senator,  but  when  it  was  decided  that  as  far  as  the 

|>reliminary  injunctions  wa>  concerned  we  would  have  to  go  into  a 
arge  number  of  far^s.  we  a-^ked  that  all  of  the  correspondence,  part 
of  which  had  Ijeen  referred  to  bv  3Ir.  Williams,  be  offered  before  the 
'-oiirt.  they  were  strenuously  opposed  to  that.  and«  of  course,  we  did 
not  have  a  right  in  the  matter,  and  the  objection  was  sustained. 

Thev  dirl.  however,  select  62  innocuofL^^  letters,  with  the  sting  taken 
out  o/  the  tail  and  with  the  teeth  extracted  from  the  mouth,  but 
which  the  c;ourt  would  not  permit  to  go  in.  because  we  said  that  if 
any  court  i.s  going  to  j>as8  on  thi>  correspondence,  let  them  see  it  all, 
and  if  a  court  or  a  tribunal  will  read  those  letters  and  can  say  that 
the  man  who  wrote  them  in  his  official  capacity  was  an  impartial 
public  officer,  he  will  not  receive  any  comment  from  me. 

^\*1ien  we  went  to  hearing  there  were  just  exactly  these  and  no 
other  questions  that  the  court  could  pass  upon : 
-  F'irst,  must  the  motion  of  the  defendant  to  dismiss  the  case  be 
granted  or  overruled  ? 

That  wa.s  their  motion.    If  it  had  been  granted,  that  ended  the  case. 

Second,  was  the  fine  of  $5«000  rightly  imposed,  or  must  the  pre- 
liminary' restraining  order  against  the  turning  of  that  money  mto 
the  Treasiirj-  l)e  continued? 

Third,  were  the  other  fines,  which  aci-ording  to  our  figures  aggre- 
gated $160,000,  rightly  imposed,  and  could  the  proposition  of  con- 
fiscating our  money,  or  in  other  ways  making  us  pay  it,  go  on  pending 
a  final  determination  of  the  case? 

Those  were  the  only  points  that  the  court  could  possibly  have 
de<;ide€|.    Those  were  the  only  points  before  the  court. 

Incidentally,  both  in  the  argument  and  in  the  affidavits — and  I  am 
not  saying  this  to  criticize  my  brothers  on  the  other  side,  because 
we  all'  did  it — we  roamed  all  over  the  world.  But  after  you  sur- 
veyed it  from  the  standpoint  of  court  or  lawyer,  there  was  not  any- 
thing else  before  the  court,  and  in  the  nature  of  things  there  could 
not  have  been  anything  else  before  the  court  on  a  hearinfl:  as  to 
whether,  first,  the  court  had  jurisdiction,  and,  second,  whether  the 
preliminary  restraining  order  should  l)e  made  into  a  permanent 
injunction — and  you  will  find  in  tliis  volume  [indicating]  by  Mr. 
Williams  that  the  couii;  overwhelmingly  overruled  i>oint  number 
one,  that  we  had  no  right  to  bring  him  into  court. 

Tlie  justice  decided  that  he  did  have  jurisdiction:  that  we  were 
rightly  in  court:  on  point  numlM*r  two,  as  to  whether  or  not  he  was 
witliin  his  legal  right  in  imposing  a  $5,000  fine,  the  court  decided 
tliat  he  was  not:  that  tlie  temporary  restraining  order  would  Ire 
continued  to  withhold  that  $5,000,  and  so  stated  the  fact  tliat  it 
made  it  inevitable  that  in  any  subsequent  trial  of  the  case  a  manda- 
tory order  requiring  the  return  of  the  $5,000  would  be  issued. 

Third,  on  the  only  other  question  before  the  court,  as  to  whether 
or  not  the  $160,000  had  l)een  lawfully  imposed,  the  court  held  it  was 
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not,  and  if  need  required  it  a  temporarv  injunction  would  have  to 
go  protecting  the  bank  from  the  taking  oi  the  money. 

That  was  the  decision.  There  was  a  very  long  opinion  rendered 
by  Mr.  Justice  McCoy,  then  new  to  the  bench,  in  which  he  discussed 
at  great  length  what  was  purely  obiter  dicta,  and  however  interest- 
ing it  might  have  been,  decided  nothing.  On  the  question  of  the 
plenary  powers  of  the  comptroller  to  make  these  demands  that  he 
had  made,  the  court  determined  that  he  did  have  a  right  to  make 
those  demands.  The  coui-t  said  in  the  trial  that  there  was  no  evidence 
of  a  conspiracy  between  Mr.  McAdoo  and  Mr.  Williams.  Of  course, 
there  was  not,  nor  anything  that  came  to  the  point  of  it.  When  we 
tried  to  get  in  this  correspondence,  Mr.  Untermyer  said  at  the  trial 
of  the  case,  if  we  ever  came  to  the  trial,  that  it  might  be  relevant, 
but  objected  to  encumbering  this  record  with  any  other  papers. 

Mr.  Justice  McCoy,  in  a  very  learned  dissertation  on  the  powers 
of  the  comptroller  and  the  safety  of  national  banks,  wrote  about  things 
that  he  could  not  decide  and  which  were  not  before  him.  I  am  sure 
he  w^ould  recognize  it  if  his  attention  was  ever  called. to  it.  He  said 
that  the  bill  would  be  dismissed  in  part  and  retained  in  part — some- 
thing which  is  impossible  legally.  You  could  not  diviae  a  bill  in 
parts  and  retain  part  of  it  and  send  out  part  of  it. 

But  you  want  to  know  what  happened  to  that  case.  That  was  the 
end  of  it  so  far  as  the  court  was  concerned.  Never  was  that  case 
tried.  Every  point  that  was  legitimately  before  the  court  for  de- 
cision was  decided  in  favor  of  the  bank,  but  the  decision  came  down 
a  year  after  the  case  had  been  argued. 

Senator  Henderson.  On  these  preliminary  matters? 

Mr.  HoGAN.  Yes,  sir;  it  took  one  year  to  decide  it.  It  took  one 
year  after  this  case  had  been  argued ;  and  it  came  down  a  month  be- 
fore the  Kiggs  National  Bank's  charter,  as  a  national  institution, 
expired. 

I  am  going  to  skip  the  criminal  prosecution  and  call  your  attention. 
Senators,  to  what  I  will  respectfully  submit  to  vou  is  the  conclusive 
answer  to  the  question  of  wnether  this  man  is  fit  to  be  Comptroller 
of  the  Currency,  as  to  what  he  did  in  respect  to  this  suit. 

If  any  public  official  had  those  charges  made  against  him  he  would 
want  to  go  to  a  hearing.  He  would  want  to  try  this  case  out,  would 
he  not  ?  That  is  what  you  would  have  wanted.  Senator.  What  did 
Williams  do?  He  use^  his  power,  to  grant  the  charter  or  to  deny 
the  charter  of  the  bank,  to  impose  a  condition  precedent  that  the 
bank  should  dismiss  that  suit  and  not  go  on  with  the  trial,  before 
he  would  rechaiter  the  bank. 

In  1916  the  question  was  taken  up  about  the  rechartering  of  the 
bank.  Concededly,  on  his  own  oath,  the  bank  was  solvent.  Con- 
cededly«the  bank  was  in  a  splendid  solvent  condition.  Mr.  Unter- 
myer stood  in  the  couit  and  said  that  no  question  was  made  about  its 
solvency  and  never  was  made.  In  his  own  public  statement  Mr.  Wil- 
liams had  gratuitously  said  that  while  the  bank  had  the  temerity  to 
go  into  court — he  wound  up  his  statement  with  the  few  words—-"  The 
bank  is  solvent "' — clue  not  to  the  lack  of  any  act  that  he  could  take 
to  hurt  its  solvency,  because,  in  the  meantime,  his  activities,  which 
are  tii-eless,  had  resulted  in  the  withdrawal  of  the  Panama  Canal 
funds;  and  he  used  his  powers  and  activities  in  connection  with  the 
Red  Cross,  by  asking  us  to  violate  the  law 
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Senator  Henderson.  You  know  of  that  i>€rsonally,  do  yon  'i 

Mr.  HoGAN.  All  these  things  are  a  matter  of  record. 

The  Chairman.  Yon  sav  he  conditioned  the  rechartering  of  the 
bank  upon  the  dismissal  of  that  suit'^ 

Mr.  HoGAN.  Yes,  sir. 

The  Chairman.  What  testimony  of  i*ecord  is  there  of  that? 

Senator  Flkix^iier.  Is  there  imy  letter  of  that  sort? 

Mr.  HoGAN.  Yes,  sir;  that  is  all  in  the  record.  I  will  supply  you 
with  those  documents,  too.    Mr.  Dai'lington  will  also  supply  it. 

I^t  me  tell  you  this.  Senator,  he  started  out  to  tiT  to  have  us  help 
him  do  what  our  Chinese  friends  call  "  save  his  face.^' 

He  wanted  us,  when  we  fii-st  took  up  the  matter  of  the  chai-ter,  to 
agi'ee  that  we  would  he  granted  a  charter  if  our  officers  would  resign. 
Mr.  Flather  had  resigned  the  previous  year.  And  if  the  bank  would 
agree  that  the  $5,000  might  be  retained,  then  he  would  recharter  the 
bank. 

We  declined  all  of  those  conditions.  We  had,  as  I  will  show  you 
in  due  time,  been  offered  immunity  from  indictments  for  resignations, 
but  our  American  manh<Jod  had  spurned  that.  Now,  we  were  offered 
a  charter  for  the  bank  for  resignations.  It  was  the  duty  of  the 
officers  of  the  bank  and  of  the  directoi's  to  save  the  national  charter 
of  the  bank  if  they  could  possibly  do  so.  If,  under  the  conditions 
then  existing,  extraordinai'y  as  they  were,  humiliaton  was  necessary, 
then,  of  course,  they  were  going  to  face  humiliation  within  any  rea- 
sonable bonds.  That  was  their  duty  to  the  numbei*s  of  stockholders 
of  the  bank. 

Mr.  Williams  knew  that.  So  far  as  we. could  get  any  indication 
from  him  on  the  question  of  rechartering  the  bank,  from  March, 
when  he  started  on  that  question,  until  June,  when  he  did  recharter 
it  under  the  conditions  that  I  am  now^  narrating,  he  had  determined 
not  to  recharter  the  bank.'  He  imposed  one  condition  after  another ; 
that  those  men  should  go  from  the  positions  that  they  had  honorably 
held  for  so  long  in  this  community — 

The  Chairman.  How  did  he  impose  those  conditions? 

Mr.  HoGAN.  By  saying.  Senator: 

If  you  wiU  waive  the  question  al>out  the  $5,(XH)  and  let  that  fine  stand ;  if  you 
will  go  to  the  board  of  directors  and  have  the  hoard  of  directors  transmit  to  the 
Comptroller  of  the  Currency  the  resignation  of  Mr.  Glover,  Mr.  Ailes,  and  Mr. 
Fletcher ;  if  you  will  dismiss  that  equity  suit  and  agree  to  abide  by  the  law  as 
laid  down  by  Judge  McCoy  and  take  no  appeal,  then  I  will  give  you  this  charter. 
Otherwise,  I  will  not 

The  Chairman.  Was  that  a  written  pro[X)sition  ? 

Mr.  HooAN.  Yes,  sir;  that  was  a  written  proposition,  and  you  will 
find  it  here.  Finally,  he  dictated  communications — dictated,  T  say. 
He  practically  made  the  wording  which  the  bank  wrote — ia  which 
some  of  those  conditions  were  agreed  to  and  which  he  put  into  this 
volume.    You  will  find  it  in  there. 

Senator  Fletcher.  We  do  not  find  any  letter  from  him  making 
any  demands. 

Mr.  HoGAN.  No;  oh,  no.;  you  will  not  find  any  letter  from  him 
making  any  demands.  I  am  telling  you  what  the  facts  are.  You  will 
find  letters  in  there  from  the  bank,  signed  by  the  bank.  Those  letters 
were  drafted  in  conference  with  Mr.  Williams,  eveiy  one  of  those 
letters,  all  part  of  the  result  or  in  connection  with  the  I'esult  of  nego- 
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tiations  going  on  for  a  long,  long  time;  and  the  exact  statements 
made  at  those  negotiations  which  were  reported  to  us  and  which  led 
to  our  actions,  Mr.  J.  J.  Darlington,  the  other  genera]  coimsel  of  the 
bank,  will  tell  vou. 

Senator  Hitciiccck.  I  do  not  (jiiite  get  that  clear.  You  say  ho 
made  a  demand  upon  the  bank  that  they  meet  those  couditions  as  a 
crnsideration  for  receiving  its  charter? 

Mr.  Hot. AN.  Yes. 

Senator  IlrrcncocK.  I  ask  whether  that  demand  was  u»ade  in 
writing? 

Mr.  HooAN.  No.  The  demand  was  not  made  in  writing,  but  the 
ultimate  result  was  put  in  writing,  in  a  report  from  the  bank  to 
Williams,  which  writmg,  however,  was  dictated  by  Williams. 

Senator  IIiTriicocK.  Then,  if  it  was  not  made  in  writing,  how  was 
it  made? 

Mr.  IIoGAX.  Tt  was  made  in  the  various  conferences  between  Wil- 
liams and  the  counsel  of  the  bank. 

Senatcr  HiTnicociv.  Did  you  hear  him  make  the  statciiient? 

Mr.  HooAX.  No,  sir. 

Senator  Hitcihock.  Who  heard  it? 

y\i\  HooAN.  Mr.  Darlington,  who  is  here  in  the  room  and  heard 
him  make  that  statement.     T  did  not  hear  him  nuike  that  statement. 

Senator  Hitchcock.  So,  there  is  no  writing  from  Mr.  Williams 
making  those  demands  or  unposing  those  conditions? 

Mr.  IIooAN.  Xo.  There  is  the  writing  from  Williams,  however, 
.netting  out  the  letters  in  which  certain  conditions  aiv  complied  with 
and  agreed  to  and  stating,  in  view  of  those  things,  that  he  gives  this 
chartei*. 

Senator  Hitchcock.  But,  of  the  further  conditions  which  you 
mentioned  and  which  you  rejected,  you  have  not  any  writing? 

Mr.  HoTrAx.  Xo,  sir.  However,  vou  will  find  that  simultaneously 
with  the  rechartering  of  the  Riggs  Bank  we  got  back  our  $5,000,  and 
we  entered  in  the  Supreme  Court  of  the  District  of  Columbia  a  dis- 
missal of  the  action  in  which,  to  this  date,  no  judgment  has  ever  been 
entered. 

Senator  FijirrciiEa.  What  is  the  date  of  the  dismissal? 

Mr.  HoGAX.  In  June,  1916.     I  have  not  the  date  l)efore  me. 

Senator  Fletchkh.  Here  is  the  bank's  stipulation,  dated  June 
'21.  1916: 

TIlO   ( 'd^kl  I*TROI,I  KU   OK  THK  CrKKK.NCY, 

Wnxhinytou.  I).  C. 

Sir.:  We  uiKitTstan'l  that  in  addition  to  otlit'r  considerations  relating  to 
[•{i^t  inanajr^ment  and  oniiidssl<in^-  to  romply  with  certain  requirements  of  the 
law,  you  also  have  douhts  as  to  the  propriety  of  grantinjr  an  extension  of  the 
charter  of  the  Ui^^s  Xational  Bank,  because  of  the  Hij?ps  National  Hank's 
resistance  of  the  authority  and  iH>wer  asserted  by  the  comptroller's  olRce,  <*ul- 
minatinf?  in  the  suit  broujxht  by  the  Ri>?>?s  National  Bank  r.  Comptroller  of  the 
Ourrem-y  et  al.,  and  which  was  divided  bv  Mr.  .lustice  McCoy  <m  the  31st  <»f 
May,  1916. 

The  court  sustains  the  rljrht  of  the  comi»troller  to  have  the  reports  and  In- 
formation called  for,  and  the  right  to  lmiM)se  lines  in  accordance  with  the  pro- 
vb  ions  o  fthe  statute,  if  the  bank  should  refuse  them. 

In  order  that  tlie  (piestion  as  to  the  i)owers  of  the  ccmiptroUer's  office  liere- 
tofore  raised  by  the  bank  may  not  l)e  a  factor  in  your  decision  of  the  bank's  ap- 
plication for  the  extension  of  its  charter,  we  desire  to  assure  you  that,  !f 
the  charter  of  the  bank  is  extended,  the  judgment  of  tlie  court,  including  the 
upholding  of  the  authority  of  tlie  comptroller's  office  and  his  powers  under  the 
national-bank  act,  will  be  accepted  as  final. 
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Mr.  HociAN.  Yes,  Senator  Fletcher.  Over  and  over  a^ain  at  this 
first  hearing,  at  whicli  you  doubtless  were  present,  he  demanded  a 
statement  of  this  people  that  they  would  comply  with  the  law.  If  n 
man  is  under  obligation  to  comply  with  the  law  by  signing  his  name, 
he  is  going  to  comply  with  it. 

But  I  say  to  you  that  this  is  the  culmination  of  the  long  negotia- 
tions during  which  those  conditions  were  imposed.  The  letters 
signed  by  our  officials  were  composed  in  the  comptroller's  office,  just 
as  he  demanded.  It  is  just  like  this — von  send  a  letter  and  you  will 
get  these  things.  These  men  wei*e  in  duty  bound  to  get  this  charter. 
That  is  the  reason  they  were  even  willing  to  humiliate  themselves. 

By  the  way.  Senators,  do  you  know  that  the  day  that  we  got  tliis 
charter  was  so  close  to  the  actual  date  of  the  tennination  of  the 
bank's  life  that  we  had  already  gotten  a  charter  from  the  State  of 
West  Virginia  and  had  fitted  up  a  building  next  door  to  the  Riggs 
Bank,  and  even  had  the  signs  ready  to  go  out  on  the  front  of  the 
bank  in  order  that  there  would  be  no  interruption  to  business? 

The  Chairman.  You  say  that  Mr.  Darlingtxm  was  present  when 
the  comptdoller  demanded  that  vour  officei's  resign? 

Mr.  HocjAN.  Yes,  sir.  I  want  to  get  the  facts  alx)ut  that  suit  cleai*. 
It  ha,s  not  been  tried  yet.  We  dismissed  it.  Tlie  record  shows  we 
dismissed  it,  and  you  now  Icnow  the  conditions  under  which  wo 
dismissed  it. 

T  have  already  told  you  the  conditions  surrounding  the  bringing 
into  l)eing  of  the  Riggs  National  Bank.  Prior  to  the  bank's  coming 
into  existence  the  meml)ers  of  the  firm  of  Riggs  &  Co.  owned  two 
seats  on  the  Washington  Stock  Exchange.  It  is  an  exchange  that 
deals  merelv  in  local  securities,  and  its  main  function  is  to  mve  a 
market  quotation  value  to  securities  for  the  guidance  of  those  deal- 
ing therein.  It  is  a  very  small  exchange,  that  meets  5  or  10  minutes 
in  each  day,  and  when  the.y  sell  25  shares  on  the  excluuige  the  news- 
papers announce  "to-day  was  very  active  on  the  Washington  Stock 
Exchange."  It  was  organized  by  the  bankei's  to  perform  this  neces- 
sary public  function. 

Originally  practically  all  of  tlie  members  of  tlie  exchange  were 
bank  officials,  who.  at  12  o'clock  each  day,  would  meet  there  and 
transact  for  their  customers  the  small  transactions  in  local  stocks 
and  fix  the  bid  and  ask  prices  for  these  local  stocks. 

Riggs  &  Co.  owned  two  seats.  After  they  l>ecame  a  national  bank 
one  of  those  seats  was  transferred  to  Mr.  William  J.  Flather  and 
the  other  to  Mr.  Charles  C.  Glover,  as  everybody  in  the  community 
knew,  including  every  Treasury  official  who  had  oj^en  eyes  and  in- 
telligence in  his  head,  and  these  gentlement  in  common  with  a  large 
number  of  other  bankers  were  members  of  that  exchange. 

Mr.  Glover  also  had  placed  a  large  number  of  real  estate  Joans. 
He  had  under  his  control  a  very  large  fund  of  institutions  that  only 
loan  money  on  first-mortgage  real  estate  loans,  and  it  was  the  policy 
of  Riggs  &  Co.  to  educate  its  clientele,  particulaNy  persons  who 
ought  to  have  a  very  conservative  investment,  to  invest  in  real  estate 
loans. 

It  came  to  the  notice  of  Mr.  Glover  and  his  associate  shortly  after 
the  organization  of  the  bank,  in  1896,  that  the  national  bank  act  did 
not  permit  the  dealing  directly  in  real  estate  loans.  So  Mr.  Glover 
formed  a  partnership. 
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I  ought  to  say  to  you,  gentlemen,  that  only  five  men  owned  all  the 
stock  of  the  Riggs  ^rational  Bank.  The  stockholders  were  meeting 
every  day ;  so  there  was  not  that  satne  duty  imposed  as  there  is  with 
reference  to  stockholders  who  are  unknown  and  own  widely  distrib- 
uted stock. 

Mr.  Glover  and  his  associates  formed  a  partnership  known  as  the 
firm  of  Glover,  Hyde,  Johnston,  and  othei*s.  The  two  "  othei'S  "  were 
Mr.  Flather  and  Mr.  Brice. 

That  partnership  had  a  capital  of  $30,000  paid  in  individually. 
They  loaned  money  on  real  estate.  Everyone  in  the  firm,  with  the 
possible  exception  of  one,  were  very  wealthy  men.  The  custom  in  the 
iHstrict  of  Columbia  is  to  charge  the  borrower  a  commission  on  the 
amount  of  the  real  estate  loan,  those  loans  to  be  taken  by  Glover,  Hyde, 
Johnston,  and  others;  and  if  you  were  a  depositor.  Senator  Hender- 
son, in  the  Riggs  Bank,  accustomed  to  put  your  money  in  first-mort- 
gage notes — and  on  account  of  Mr.  Glovers  almost  infallable  judg- 
ment in  real  estate  values,  he  has  a  record  of  60  years  and  not  one 
single  penny  lost,  while  millions  were  invested — you  would  go  to 
Mr.  Glover  and  say,  "I  have  got  $10,000,  and  I  do  not  want  to 
carry  that  large  amount  of  money  at  no  interest,  and  I  would  like  to 
get  a  $5,000-real  estate  loan." 

You  would  go  to  Mr.  Glover,  because  you  were  a  Riggs  National 
Bank  depositor  and  you  would  depend  upon  the  officei-s  of  that  bank 
for  information  and  advice  regarding  the  character  of  the  investment 
vou  want  to  make.  If  Mr.  Glover^  firm  at  that  time  had  a  note 
that  they  would  recommend,  that  note  would  be  sold  to  you  and  you 
would  check  out  $5,000  and  take  the  note  and  that  would  be  yours 
thereafter.  You  would  be  charged  nothing;  you  paid  absolutely 
nothing.  The  borrower  had  to  pay  the  commission  to  Glover,  Hyde, 
and  Johnston. 

At  the  same  time  there  were  some  relatively  small  amounts  given 
in  commissions  from  the  purchase  of  stocks  and  bonds.  As  I  say,  the 
commissions  earned  by  Mr.  Glover  and  Mr.  Flather  as  members  of  the 
local  stock  exchange  were  small  at  that  time.  Sales  and  purchases 
on  the  New  York  Stock  Exchange  were  at  that  tima  credited  to  the 
bank  in  what  was  known  as  the  commission  account. 

That  condition  existed  until  April,  1902— from  1897  to  1902 — wlien 
the  bank  stock  started  to  be  distributed.  Othei's  started  to  come  in. 
None  of  the  bank's  officials,  as  is  true  of  a  lar^e  number  of  our  other 
banks,  had  any  outside  business ;  that  is,  we  did  not  have  a  man  who 
was  in  the  mercantile  business  as  president  of  the  bank.  His  sole 
business,  except  as  regards  his  membei'ship  on  the  stock  exchange  and 
his  little  brokerage  business,  was  connected  with  the  bank.  There- 
fore, when  other  stockholders  became  interested  in  the  bank's  activi- 
ties and  business  and  deposits,  it  occuri'ed  to  Mr.  Glover  that  while 
he  had  a  perfect  right  to  make  those  commissions,  the  fair  thing,  the 
big  thing,  was  to  turn  those  commissions  over  to  the  bank  so  that 
their  stockholders  might  share  in  the  earnings  of  its  business. 

He  suggested  that  to  Mr.  Flather,  and  it  was  decided  that  in  view 
of  the  fact  that  other  stockholders  were  going  to  come  in,  that  ought 
to  be  done. 
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So,  from  lOOii  and  for  sr^inc  years  thereafter,  that  money  so  earned 
went  to  the  bank  and  was  ci-erlited  to  what  was  known  as  a  commis- 
sion account. 

Some  yeai-s  after  that  Mr.  Owen  T.  Reeves,  a  national  bank  exam- 
iner, who  is  now  vice  president  of  the  big  Corn  Exchange  Bank  in 
Chicago,  and  who  went  to  the  Corn  Exchange  Bank  from  the 
Drovers'  National  Bank,  where  he  had  been  president,  a  big  man,  as  I 
undei*stand  it,  in  the  banking  world  in  Chicago — Mr.  Reeves,  as  I 
say,  in  making  one  of  his  examinations  of  the  bank,  inquinnl  of  the 
money  that  went  into  the  commissions  account  and  was  informed  of 
the  facts  that  I  now  inform  you  of.  Mr.  Reeves  so  testified  in  court, 
on  his  oath,  in  the  criminal  prosecution. 

Mr.  Reeves  stated  that  it  was  perfectly  pix)per  for  the  officers  to 
earn  the-e  conunissions,  but  that  he  felt  that  when  the  commissions 
were  earned  they  ought  to  l>e  put  to  the  officers'  credit  and  not  to  the 
credit  of  the  bank.  At  his  suggestion,  a  suggestion  which  he  made 
in  his  report  to  the  comptroller's  office,  there  wei'e  opened  two  ac- 
counts, one  account  known  at  Flather  and  Flatlier — Mr.  William  J. 
Flather  and  Mr.  Ilenrv  II.  Flather — into  which  commissions  earned 
either  by  Mr.  Glover,  Mr.  Henry  Flather,  or  Mr.  William  Flather  on 
the  i)urchase  of  strnrks  and  bonds  were  credited.  Another  account  was 
known  as  (Hover  and  Flather,  into  whidi  any  commissions  made  on 
real-estate  loans  would  be  credited. 

Those  accounts  were  perfectly  open  to  every  bank  examiner  that 
came  into  the  bank.  They  were  there,  as  I  remember  it — ^I  may  not- 
be  accurate  about  this — l)ut  appix)ximately  for  eight  years  prior  to 
Mr.  Williams'  incumbency  of  the  office  of  comptroller.  Although 
advij-ed  that  they  had  a  legal  right  and  a  moral  right  to  those  com- 
missions, and  although  they  knew  that  practically  every  other  bank 
at  that  time  in  the  city  of  Washington  had  a  president  or  other  offi- 
cers who  were  engaged  in  other  businesses,  and  that  in  the  businesses 
in  which  they  were  engaged  they  made  their  money  o])enly  and  legit- 
imately, Mr.  (flover  and  tlie  Messrs.  Flather  took  the  position  that 
that  money  sliould  go  to  the  bank. 

As  Owen  T.  Reeves,  the  national  bank  examiner  who  came  on  from 
Chicago  here  in  the  criminal  case  to  testify,  said,  under  oath,  that  the 
conditi(m  was  most  unusual  in  this,  that  in  almost  every  bank  he  had 
examined  there  were  some  earnings  that  the  officers  had  used  them- 
selves, but  in  this  case  he  found  a  national  bank  where  its  officers, 
who  were  making  conmiissions  legitimately,  were  turning  them  over 
to  the  bank. 

Senator  Hkndekson.  That  would  be  converted  into  the  profit  and 
loss  account? 

Mr.  HoGAN.  Right,  Senator.  It  did  not  lose  a  cent,  but  making 
money 

The  Chairman.  If  it  was  a  strictly  commission  busine^ss,  they  could 
not  lose. 

Mr.  HoGAN.  I  am  talking  about  the  bank.  The  bank  got  this 
money. 

There  was  no  law  that  prevented  officers  of  national  banks  from 
making  these  commissions.  The  fund  was  also  a  convenient  fond  for 
quasi-public  purposes.  For  instance,  a  national  bank,  as  such,  would 
not  have  the  right  to  contribute  to  the  fimd  raised  in  the  city  of 
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Washington  to  defray  the  necessary  expenses  incident  to  the  inau- 
guration of  President  Wilson;  but  from  this  money ^  which  wag 
legally  theirs,  they  contributed  the  sum  of  $1,000  to  the  inauguration 
fund. 

Senator  Newberry.  Was  that  made  in  the  name  of  the  bank? 

Mr.  HoGAN.  And  then  the  bank  gets  the  name.  Just  as  Congress 
recognized  and  allowed  contributions  to  be  made  to  the  Red  Cross 
.  by  law.  Before  that  time  they  could  not  do  it.  If  we  sent  the  cashier 
oi  that  baiik  to  the  American  Banking  Institute,  everything  he  would 
do  or  would  leani  would  inure  to  the  credit  of  the  bank,  and  his 
expenses  were  paid  out  of  the  Glover  and  Flather  or  Flather  and 
Flather  accounts.  Moreover,  if  the  bank,  as  it  occasionally — ^but 
with  wonderful  liarity — ^had  a  bad  loan,  Flather  and  Glover  would 
buy  that  loan.  I  am  only  giving  tiiese  matters  for  illustration.  Tet 
the  comptroller  refers  in  one  of  his  communications  to  that  as  a 
slush  fund.    That  is  the  way  he  characterized  it. 

Senator  Henderson.  What  is  the  object  in  putting  it  into  the  in-» 
dividual  names? 

Mr.  HoGAN.  It  was  directed  by  the"  Treasury  Department  through 
Mr.  Owen  T.  Reeves. 

Senator  Henderson.  I  understand ;  but  if  some  of  those  men  had 
died,  would  it  not  have  caused  court  proceedings? 

Mr.  HooAN.  Not  at  all,  because  the  bank  had  no  legal  right  to  it. 
Voluntarily,  from  time  to  time,  it  passed  to  the  bank.  The  Treasury 
Department  held  that  the  bank  had  no  right  to  make  commissions. 
That  would  have  been  a  brokerage  business.  That  was  perfectly 
well  understood. 

Senator  Henderson.  Really,  it  was  entirely  voluntary'  on  the  part 
of  Glover  and  those  men  to  turn  it  over  to  the  bank? 

Mr.  HoGAN.  Precisely;  and  the  contention  always  was  that  the 
business  out  of  which  these  commissions  were  made  was  business 
which  they  had  a  legal  and  moral  right  to  engage  in. 

We  called  from  Chicago  and  Baltimore  the  national  bank  ex- 
aminers who  had  examined  this  bank,  and  they  said  on  their  oaths 
in  the  criminal  proceedings  that  those  facts  were  made  known  to 
them  and  they  examined  those  books  and  knew  that.  Yet  by  dis- 
torting the  facts  connected  with  it  you  find  volumes  of  corresi)ond- 
ence  denouncing  that  practice  in  the  business. 

Along  in  1914,  after  the  Federal  reserve  act  was  passed,  there 
was  a  clause  in  it  which  provided  that  no  bank  officer  could  receive 
any  compensation  other  tnan  his  salary  fixed  by  the  board  of  direc- 
tors. Personally,  my  contention  is  that  that  would  have  no  refer- 
ence whatever  to  what  a  bank  officer  earned  from  some  business 
not  connected  with  the  bank.  In  order  that  they  would  not  con- 
travene the  spirit  if  not  the  letter  of  the  act,  in  1914  the  officers 
voluntarily  decided  that  they  would  no  longer  engage  in  that  com- 
mission business. 

Senator  Henderson.  I  would  like  to  get  the  chronological  order 
of  this  stock  exchange  matter  that  you  have  just  gone  into,  and  the 
real  estate  loan.  When  was  the  stock  exchange  organized  or 
created,  and  when  did  Mr.  Glover  become  a  member  of  it,  and  also 
Mr.  Flather? 

14483&— 19 5 
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Mr.  HoQAN.  Back  in  the  90's.    I  can  not  give  it  to  you  exactly. 

Senator  Henderson.  That  continued  until  1902?  Those  condi- 
tions continued  until  that  time? 

Mr.  HoGAN.  Right. 

Senator  Henderson.  Then  in  1902,  upon  the  recommendation  of 
the  Federal  bank  examines,  the  accounts  were  changed  so  as  to  be 
in  the  individuals'  names? 

Mr.  HooAN.  No.  In  1902  the  firm  of  Glover,  Hyde  &  Flather 
went  out  of  existence  and  from  that  time  until — I  have  not  the 
date  in  mind,  but  approximately  1906,  the  comirtLssions  were  cred- 
ited to  the  comission  account  of  the  company. 

Senator  Henderson.  And  that  continued  until  1914? 

Mr.  HoGAN.  No ;  until  1906,  when  the  Glover  and  Flather  and  the 
Flather  and  Flather  accounts  were  opened. 

Senator  Henderson.  How  long  did  that  condition  from  1906 
continue? 

Mr.  HoGAN.  1914,  so  far  as  the  earnings  of  the  commissions  were 
concerned.  They  were  given  to  the  bank,  except  such  as  were  used 
for  the  purposes  that  I  have  indicated. 

Senator  Henderson.  No  objection  had  been  made  by  any  in- 
spector or  Federal  official? 

Mr.  HoGAN.  No,  sir.  In  1913,  Mr.  Reeves  having  resigned,  a 
new  bank  examiner  for  the  first  time  examined  our  bank — ^Mr. 
Samuel  M.  Hann.  Mr.  Hann  was  at  that  time  unknown  to  our 
bank,  but  the  chai^cter  of  bank  examiner  he  was  and  the  man 
himself  might  be  inferred  from  the  fact  that  he  is  now  vice  pi'esi- 
dent  of  the  Fidelity  Trust  Co.  of  Baltimore,  a  very  large  and  well- 
standing  trust  company. 

He  made,  in  June,  1913 — just  one  year  prior  to  this  controversy — 
an  examinaticm  of  the  bank,  a  thorough  examination.  In  his  re- 
port he  put  in  a  si^)ecial  page  in  which  he  gave  Mr.  Glover's  state- 
ment regarding  the  Flather  and  Flather  and  the  Glover  and  Flather 
accounts  in  su])stance  as  I  have  given  them  to  you  here. 

I  have  a  photostatic  copy  of  the  report  which  came  from  the 
comptroller's  office  in  response  to  a  subpoena,  giving  the  i-eport  on 
the  Iliggs  National  Bank  dated  May  15,  1913,  signed  by  the  ex- 
aminer. 

He  goes  on  to  tell  b}^  whom  he  was  assisted;  and  I  am  going  to 
call  your  attention  to  this  because  this  was  in  Comptroller  Wil- 
liams's possession  and  was  pai*t  of  the  official  I'ecords  of  his  office 
and  was  during  the  time  that  he  repeatedly  stated  that  this  bank 
had  collateral  that  was  poor,  that  its  management  was  poor,  that 
its  books  were  not  well  kept,  and  what  not. 

Senator  Henderson.  Would  it  not  be  well  to  put  that  statement  in 
the  record,  in  view  of  your  testimony  here  ? 

Mr.  HooAN.  Yes,  sir.  I  marked  two  vei'y  important  pages  here. 
There  is  a  question  here  on  page  4  of  the  schedules 

Senator  Henderson.  Of  what  date? 

Mr.  HoGAN.  May  15,  1913. 

1.  FlxfHl  general  character  <>f  loans. 

2.  Whether  well  distrlbutecl. 

3.  General  character  of  collateral. 

4.  Whether  <*orporations  or  enterprises  hi  which  dirtMlors  or  ofHwi-s  are 
lntereste<l  borrowed  to  nn  undue  extent. 
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5.  Any  larjr*'  liability  of  director  or  ofticer  as  maker  i»r  iialors<M- — fleserlhe 
fully. 

0.  Sraite  whetlier  all  imper  elalmetl  by  tbe  bank  as  its  property,  iiiclutllusr 
oollsitt^rHl.  is  properly  i!Ml<irse«1  or  assi^aMl  t-o  it,  miuI  all  lo^rt^aires  properly 
re<*onbHl. 

7.  (five  current  rate  of  interest  obtained. 

8.  Itemize  losMes  not  Kiven  on  page  3. 

9.  Does  the  bank  place  pai)er  with  other  banks;  and  to  what  extent? 

I  will  «:ive  yoii  the  aswers  nmdo  by  the  bank  exaniinor  at  the  1913 
bank  examination. 

1.  (Jeneral  character  of  loans  are  flrst  class  in  every  particular. 

2.  Very  well  distributed. 

;{.  i)f  total  loans,  $6,700,900  are  secure<l  by  collateral ;  90  per  ctnit  of  which 
are  sei-ure^l  by  uairketable  and  quick  collateral. 

4.  Knteri>rises  in  which  dire<-tors  are  interested  have  not  borrowed  to  an 
undue  extent. 

5.  No  director  has  Iwrroweil  to  an  undue  extent.  All  direct  loans  to  directors 
are  .secureil  by  quick  collateral,  with  exception  of  three  different  loans  which 
are  uu.seciired,  but  i)erfectly  good. 

0.  Have   loaned    Aniericfiu    Creosote   Works   .'j;70,(XK),    in<U>rse<l    bv    Director 
I-al>rot— reiniteti   worth   $2,000.00(M;3,000.000. 
6tt.  All  pai»ers  and  collaterals  are  proi>erly  indorse<l  and  a.s8ignet1. 

7.  (Current  rate  of  interest  5  i>er  cent — no  comndssion  on  real  estate  loans. 

8.  No  known  losses. 

9.  Do  not  place  pai^er  with  other  banks. 

10.  Do. 

11.  Do  not  take  loans  to  accommodate  other  banks. 

12.  Do. 

That  was  before  the  comptroller  when  he  stalled  his  ci'usade. 

Senator  Calder.  What  date  was  that? 

Mr.  HooAN.  May  15,  1913. 

Xot  only  that,  but  there  was  before  the  comptroller — not  having 
this  very  pai>er.  I  do  not  know  whether  (Comptroller  Williams 
marked  it,  but  this  very  paper  bears  marks  that  I  venture  to  say  there 
will  be  no  denial  of  by  Comptroller  Williams  as  being  his  work,  be- 
cause after  the  same  habit  of  underscoring  pai>ers  and  letters,  when 
he  gets  this  paper  before  him  he  marks  it  up  in  very  fantastic  ways. 

Reading  rrom  the  same  report  of  Bank  Examiner  Hann : 

GENER.XI.  REMARKS  AH  TO  CONDITION  OF  lUNK. 

I  would' like  you  to  hear  this.  Senator  Calder. 

Snnnnarize  matters  t<»  which  siie<*ial  attention  .shonld  be  called,  nsing  form 
2199,  if  nec'essary.  Include  certiflcate  rehitlve  to  solvency,  by-laws,  nianajice- 
ment,  and  <-onditJon  of  Iwioks,  as  required  by  Circular  70. 

That  is  answered  as  follows: 

Your  exannlner  sjjent  It)  days  in  tlie  exandnation  of  this  bank — he  was  assistetl 
for  2  days  by  Kxandner  Dorsey,  in  addition  to  his  own*rej?iilar  a.ssistants. 

In  addition  to  checking?  every  collateral  loan  in  the  bank,  all  collateral  pled>»e<l 
for  safe-keepinf?  (tliere  are  as  many  as  those  ple<l>:e  to  secure  loans)  were 
checkeil  back. 

Twelve  iniliviilual  ledjrers  were  <*hecke<l,  and  a  cflreful  audit  of  every  deixirt- 
ment  made. 

In  my  judgment,  this  bank  is  absolutely  solvent:  the  by-laws  are  satisfactory 
and  are  followe<l :  the  management  is  safe:  the  books  show  its  real  condition, 
and  are  so  kept  that  the  exandner  can  readily  make  a  thorough  and  complete 
exand nation  of  the  bank. 

To  the  inquir}%  "  What  elements  of  danger  are  in  the  bankT'  he 
answered,  "  None." 
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In  May,  1914,  one  year  after  that,  Examiner  Trimble,  assisted  by 
various  assistants,  made  a  report.  We  repeatedly  asked  the  Comp- 
troller of  the  Currency  whether  or  not  there  was*  in  that  report  any 
matter  that  ou^ht  to  be  brought  to  our  attention  for  correction.  So 
far  as  my  recollection  now  goes,  up  to  this  date,  neither  that  report 
nor  any  extract  that  has  been  sent  to  that  bank  has  contained  any 
criticism,  and  therefore,  if  there  was  any  criticism,  it  has  not  been 
made  known  to  the  bank. 

The  significance  of  this  paper  and  this  statement  is  this,  that  the 
condition  which  existed  when  Mr.  Harm  examined  that  baiJc  in  1913 
was  the  precise  condition  that  existed  in  March,  1914,  and  in  June, 
1914,  when  Mr.  Williams  started  his  drive  on  the  bank.  There  had 
been  no  change  in  its  personnel;  there  had  been  no  change  in  the 
methods  of  its  business;  and  there  had  been  substantially  and  prac- 
tically no  change  in  the  character  of  its  collaterals. 

The  Chairman.  If  there  had  been  any  change  it  was  for  the  better, 
was  it  not?    The  bank  has  grown  stronger  every  year  of  its  life? 

Mr.  Hogan.  It  has  grown  stronger  every  year  of  its  life;  and  not 
only  that.  Senator,  but  a  remarkable  thing  occurred,  and  that  is  that 
the  effort  to  drive  this  bank  to  the  wall  was  the  thing  that  helped  it 
more  than  anything  else.  When  we  filed  that  bill  in  equity  in  1915 
we  had  $8,000,000  deposits.  We  had  formerly  averaged  a  couple  of 
millions  of  Government  deposits.  Of  course;  a  run  on  the  bank  was 
to  be  expected,  but  instead  of  a  run,  on  the  day  we  filled  the  bill  our 
deposits  increased,  and  to-day,  I  do  not  know  the  exact  figure,  but 
we  have  passed  the  $25,000,000  mark,  and  nothing  that  the  comp- 
troller ever  could  publish  that  would  hurt  that  bank  did  he  fail  to 
publish. 

He  said  to  this  committee  in  the  hearings  here  that  he  thinks  it  is 
not  too  much  to  say  that  he  saved  the  bank,  and  he  knew  when  he 
said  it,  if  he  knew  anything  that  a  comptroller  ought  to  know,  that 
the  Biggs  National  Bank  was  as  strong  as  the  Rock  of  Gibraltar  at  all 
times,  and  that  there  was  never  a  time  that  it  was  in  danger  except . 
when  we  feared  the  result  of  his  alleged  official  actions. 

When  I  call  your  attention  to  this  report  that  I  have  read  may 
I  in  the  same  connection  show  you  what  is  characteristic  not  only 
in  the  correspondence,  not  only  the  published  statements,  not  only 
of  his  claim  about  Judge  McCoy's  decision,  but  characteristic  of 
his  testimony  here  before  you  ?  A  word  will  save  the  truth,  but  will 
give  a  wrong  impression.  I  want  to  show  to  you.  Senators,  that 
Mr.  Williams  is  an  expert  in  the  art  of  using  half  truths — the  most 
vicious  form  of  falsification.  I  am  going  to  show  you  how  he  does 
it.  If  I  only  had  the  time  I  could  show  you  a  great  deal  of  it,  but 
I  can  show  examples  of  it  in  an  instant  here.  He  has  invariably 
used  some  one  expression  that  would  give  a  wrong  impression  to 
the  whole  thing;  and  he  would  use  this  expression  when  he  started 
to  issue  his  public  statements.  Of  course,  the  first  public  statement 
came  out  after  we  brought  the  suit.  You  have  heard  what  the-  ex- 
aminer said  about  the  collateral.  Here  is  a  letter  from  Williams, 
received  August  11,  1914,  dated  August  10,  1914. 

The.  law  requires  that  the  Comptroller  of  the  Currency  see  to  it 
that  there  be  kept  on  hand  for  the  use  of  national  banks  circulating 
currency  notes  to  an  amount  equal  to  50  per  cent  of  the  capital  ot 
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the  bank.     Our  capital  was  $1,000,000.     Our  surplus  was  $2,000,000 
in  1914,  and  is  now. 

When  he  started  his  drive  on  the  bank — ^because  it  can  not  be  char- 
acterized as  anything  else — our  undivided  profits  were,  in  round 
figures,  approximately  ^40,000.  Our  surplus  was  not  then  and 
never  had  been  and  never  has  been  impaired  one  penny.  We  were  at 
that  time,  and  had  been  for  some  time,  paying  an  annual  dividend 
of  26  per  cent  on  the  par  value  of  that  stock,  and  still  increasing 

{rear  by  year  the  reserves  in  the  way  of  undivided  profits  behind  our 
oans.  We  foimd  in  the  spring  of  1914,  around  the  summer  of  1914, 
by  inquiry  at  the  Treasury  Department  that  the  law  had  been 
violated  with  respect  to  the  amount  of  notes  of  the  Riggs  National 
Bank  for  circulating  currency  kept  on  hand  subject  to  our  demand. 

That  information  came  to  us  arter  the  European  war  had  broken 
out.  It  was,  in  the  opinion  of  the  best-informed  financiers  of  this 
and  other  countries,  a  perilous  time.  The  Congress  had  provided 
for  emergency  currency  in  addition  to  the  regular  circulating  cur- 
rencies available  to  all  national  banks.  Instead  of  $500,000  in  cir- 
culating notes — ^because  the  regular  circulating  notes  and  the  emer- 
gency notes  were  no  different  for  the  Riggs  Bank — being  in  the 
Treasury  Department,  we  found  that  the  amount  had  been  depleted. 

I  am  speaking  from  memory  and  majr  not  be  exactly  accurate, 
but  it  was  in  Uie  neighborhood  approximately  of  $200,000.  We 
asked,  as  against  the  possibilities  of  tne  future  and  of  the  times  and 
as  against  the  ordinary  needs  of  our  own  circulating  currency,  we 
having  a  million  dollars  of  bonds  deposited  to  secure  that  currency, 
that  there  be  at  least  $1,000,000  worth  of  our  circulating  notes 
printed  and  held  on  hand  against  needs  that  might  arise.  Finding 
that  that  had  not  been  done,  in  August,  1914,  we  asked  that  the 
printing  be  expedited. 

Mr.  Williams  seized  upon  that  request  to  indulge  in  a  long  cor- 
respondence for  us  to  submit  to  him  a  list  of  the  commercial  paper 
ana  the  securities  which  we  had  which  could  be  pledged  for  emer- 
gency currency. 

We  told  him,  first,  that  we  were  not  asking  for  that,  and  had  no 
need  of  it,  and,  secondly,  that  the  law  provided,  under  the  Aldrich- 
Vreeland  Act,  that  we  could  apply  through  the  Washington  branch 
of  the  National  Currency  Association  and  submit  to  the  comptroller's 
office,  through  that  association,  as  all  other  banks  were  required  to 
do,  a  list  of  the  securities  that  we  offered  to  pledge  for  the  emer- 
gency currency. 

When  we  told  him  that  there  was  not  any  question  about  it,  that 
we  did  not  need  it,  and  if  we  did  need  it  we  would  go  through  it  in 
the  regular  way  that  the  law  required,  he  came  back  and  saio,  "  You 
submit  the  report  called  for,  nevertheless.  Make  your  submission 
directly  to  this  office." 

I  digress  to  say  that  during  the  European  war  and  during  our 
participation  therein  the  Riggs  National  Bank  never  called  for  any 
emergency  currency.  This  bank,  which  he  told  your  committee  he 
saved,  never  had  any  need  for  any  emergency  currency ;  and  the  only 
emergency  currency  was  this:  Some  of  our  banks  that  were  not 
under  Mr.  Williams's  fire  did  need  emergency  currency,  and  the 
other  banks  of  the  currency  association  were  decent  enough  to  say 
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to  the  very  few  banks  in  Washin^on  that  needed  the  Inoney  "We 
will  not  put  you  in  the  position  of  asking  for  emergency  currency 
when  no  other  hank  asks  tor  it.  We  will  not  have  attention  attracted 
to  your  less  well-off  condition."  So  all  the  national  banks  agreed 
that  when  one  of  the  l>anks  had  to  apply  for  it  they  would  all  simul- 
taneously apply  for  an  amount  not  lessthan  $25,000. 

So,  at  one  time,  we  did  ask,  subsequent  to  this  corresix)ndence,  for 
$25,000  that  we  never  used ;  and  I  am  informed  that  we  never  opened 
the  package  of  it  and  that  some  other  banks  also  applied  for  it  and 
only  put  it  in  their  vaults. 

l^'otwithstanding  the  fact  that  if  we  did  apply,  the  hiw  ])rovided 
what  our  bank  and  every  other  bank  should  do  to  get  that  emergency 
currency,  and  notwithstanding  the  fact  that  I  make  bold  to  assert 
that  he  did  not  go  after  any  other  bank  in  the  District  of  Columbia 
directly  for  this  same  information,  he  insisted,  under  the  penalty 
of  $100  a  day,  "That  you  submit  over  the  signature  and  under  the 
oath  of  your  president,  your  two  vice  presidents,  and  your  cashier 
H  list  of  notes,"  that  we  called  commercial  notes,  and  a  list  of  se- 
curities that  we  would  submit  to  him  in  the  event  we  asked  for  cur- 
rency.    In  other  words,  he  adopted  the  plan  of  the  silly  (pies-tion: 

**p(H»s  your  brother  lik«»  soup?" 

"  I  linve  n<»  Imither.** 

*•  W<?U,  if  you  luul  a  brother,  would  be  like  soup?  " 

In  one  of  his  letters  he  did  this  thing. 

Notes  Mu\  obligations  of  sitecuhitors  and  others,  stn-ureil  l\v  the  liyi>othei*ution 
of  ndning  and  otlier  stm-ks  and  l)onds,  Inive  not  uj)  to  this  time  be(»n  approved 
by  this  department  as  the  kind  of  se<'urlty  ui^m  \vhich  tlie  c»onipt roller's  office 
is  ready  to  reeonunend,  or  tlie  Secretary  of  tlie  Treasury  to  api>rove  the  iHsn- 
ance  of  additional  currency  under  the  act  referre*!  to,  and  as  tlie  latest  report 
of  your  bank.  .Tune  HO.  11)14,  indicates  that  more  than  $;'5.«>.">(),<MM)  of  your  funds 
are  tle<l  up  or  held  in  sudi  loans — these  loans  constitutin^r  approximately  80 
lK?r  cent  of  ycuir  total  loans — the  question  arises  as  to  the  amount  of  ourreno' 
which  you  may  be  prepaivd  at  this  time  promptly  to  take  out  in  the  event  that 
we  should  "  hurry  "  forward  the  engraving  of  your  notes,  as  requester!. 

Now,  Senators,  I  submit  to  you  that  any  man  reading  that  language 
would  read  as  a  statement  from  the  comptroller's  office  that  the  notes 
and  obligations  of  speculators  and  mining  and  other  stocks  were 
the  leading  features  in  the  collateral  behind  the  bank,  would  thev 
not?  Always,  however,  with  that  chanictevistic  cunning,  3'ou  find 
that  phrase,  "  and  othei's." 

But  when  he  gets  down  hei-e  he  says,  "  More  than  $5,050,000  of 
your  funds  are  tied  up  or  held  in  such  loans/' 

Not  only  l\as  that  language  been  written  in  these  lettei-s,  but  that 
is  the  kind  of  stuff  that  he  sends  out  to  the  public;  and  he  did  it 
when  he  knew  of  this  official  statement  of  examiner  Trimble,  which 
must  have  been  submitted  to  him  in  June,  1914,  and  when  he  knew, 
fi'om  the  receipted  lists  of  our  loans  that  were  available  to  him  and 
to  his  examiners  that  mining  stocks  and  notes  of  speculatoi-s  were 
so  infipitesimal  proposition  of  the  banks'  collateral  as  to  be  negligible. 
He  knew  that  the  amount  of  such  collateral  was  of  very  small  im- 
port, and  in  most  instances  back  of  the  collateral  was  the  honor  and 
the  ability  of  the  maker  of  the  note.    He  knew  those  things. 

I^t  me  tell  you  another  thing.  I  have  read  you  one  and  I  can 
illustrate  that  h\  another  one.    I  am  going  to  show  you  something  in 
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here  which  will  show^  you  his  methods.  Do  you  think  that  any  man 
that  did  those  things  in  a  public  office  is  fit  for  a  public  office  ?  When 
I  say  that  I  am  stating  my  personal  opinion  in  the  record. 

But  suppose  we  had  a  note  of  $100,000  and  back  of  it  there  was 
nothing  but  the  good  name,  or  even  without  the  good  name  there  was 
collateral,  let  us  say,  in  the  way  of  Pennsylvania  Railroad  bonds  of 
$100,000,  Union  Pacific  stock  of  $50,000,  and  the  borrower  had  put  in 
perhaps  $100,000  more  of  good  collateral,  but  in  there  he  had  some 
copper-mining  stock.  Mr.  Williams  would  have  picked  out  those 
stocks.  He  would  have  thrown  them  in  the  waste  basket.  He  would 
sav  "  Collateral  for  A.  B.  C."  I  do  not  want  to  make  the  same  mis- 
takes  he  made  when  he  listed  Inspiration  copper.  When  it  was  par  at 
20  and  was  selling  at  18  he  put  it  down  as  wildcat  stock.  I  wish  you 
would  i-ead  the  August  11  letter  in  connection  with  this.  I  ask  you 
to  read  them  together  and  form  your  own  opinion. 

Xow,  I  go  back  to  some  of  the  other  things.  Let  me  tell  you  some- 
thing before  you  adjourn  about  the  outcome  of  the  criminal  suit. 

Mr.  Williams,  in  addition  to  "  termerity,"  has  another  bad  word — 
*'  evasive."    He  writes  letters  of  this  kind : 

"  You  are  hereby  directed  to  answer  explicitly,  unequivocally,  cate- 
gorically, and  imevasively,"  or  "  without  your  usual  evasive  manner," 
in  his  requests  for  information  from  the  bank. 
•  I  am  going  to  come  back  to  that  another  time,  because  you  asked  me 
the  question  about  this  Flather  and  Flather  account,  and  I  want  to 
tell  you  about  that. 

No  man  in  this  community  has  ever  borne  a  better  I'eputation  for 
honesty  and  probitv  than  Charles  C.  Glover.  I  do  not  think  it  is 
unfair  to  say  that  for  years  Mr.  Glover  was  among  our  private  citi- 
zenry recognized  as  our  fii'st  citizen. 

His  bank  had  been  the  depository,  down  to  1913,  of  every  President 
for  half  a  century.  He  was  an  intimate  of  most  of  those  men.  His 
bank  was  the  depository  of  Abraham  Lincoln.  He  was  a  man  very 
solicitous  about  nis  honor  and  his  scruples,  and  it  will  be  rememi 
bered  that  he  was  Iialed  before  the  bar  of  the  House  of  Representa- 
tives for  having  slapped  a  Member  of  that  body  in  the  face  because 
he  had  attacked  his  honor. 

When  Mr.  Williams,  in  June,  1914,  asked  about  these  commission 
accounts  he  asked  it  for  the  year  endmg  June  1, 1914.  I  called  your 
attention  to  that  a  little  while  ago ;  and  in  the  subsequent  correspond- 
ence he  asked  for  information  regarding  commissions  charged  on  real 
estate  loans  or  stocks  "  now  in  your  bank  as  collateral  for  loans  made 
by  your  bank." 

The  attention  of  Mr.  Glover,  therefore,  was  naturally  focused  on 
the  condition  then  existing  in  the  bank,  and  the  letter  that  Mr. 
Glover  and  the  other  officers  sent  back,  stated,  and  stated  very  em- 
phatically, that  none  of  those  commissions  had  been  appropriated  by 
the  officers  to  their  own  use,  and  gave  the  Glover  and  Flather  and  the 
Flather  and  Flather  accounts  and  how  the  commissions  were  kept 
and  what  was  done  with  them.  That  statement,  like  all  other  state- 
ments, was  required  to  be  made  in  writing  and  swoi'n  to. 

Mr.  Glover  has  an  only  son,  Charles  C.  Glover,  jr.,  and  this  son 
was  attacked  in  the  summer  of  1914  with  a  very  serious  and  malig- 
nant disease.    Mr.  Glover's  mind  was  naturally  focused  on  the  con- 
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dition  of  his  son.  He  had  to  come  back  here  to  take  care  of  his 
correspondence,  and  then  he  would  oo  back  to  the  boy.  From  Lake 
Placid  Mr.  Glover's  son  was  moved  to  Canada  in  «fuly,  1914,  and 
under  very  excellent  surgical  treatment  he  recovered. 

Therefore,  there  were  times  when  Mr.  Glover  was  out  of  the  city 
when  this  correspondence  was  going  on. 

Returning  in  July,  1914,  he  read  over  all  the  other  correspondence 
which  gradually  broadened  in  the  scope  of  the  inquiries  therein  con- 
tained, and  there  flashed  across  Mr.  Crlover's  mind  the  fact  that  of 
the  commissions  on  real  estate  loans  made  by  the  old  firm  of  Glover, 
Hyde,  Johnston,  and  others  which  had  gone  out  of  existence  in  1902, 
thev  had  taken  commissions  as  their  own  profits  as  they  hadf  every 
rignt  to  do.  The  comptroUer  had  said  nothing  about  that  at  all,  nor 
had  anv  one  else.  But  Mr.  Glover  saw  that  the  scope  of  the  inquiry 
which  he  had  concluded  had  only  to  do  with  the  times  then  in  the 
bank,  might  be  construed  to  apply  to  all  times,  so  he  voluntarily  sat 
down — I  think  it  was  on  July  22,  1914 — and  wrote  the  comptroller 
making  a  correction.  He  did  just  what  any  of  you  gentlemen  would 
do  when  your  mind  came  bad^  to  a  thing  that  had  been  forgotten. 

He  wrote  this  letter  on  June  17, 1914 : 

Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Washinffton,  D.  C. 

Sib:  Because  of  my  failure  to  sign  and  swear  to  the  letter  dated  the  14th 
instant,  from  this  hank,  in  particular  reply  to  your  letter  and  interrogatories 
of  the  2d  instant  as  was  explained  in  the  first-mentioned  letter.  Being  In 
Washington  for  this  day  only — it  being  my  intention  to  return  this  afternoon 
to  Montreal,  where  my  son  lies  dangerously  ill  in  the  Royal  Victoria  Hospital 
(he  having  been  removed  there  from  I^ake  Placid) — I  take  this  opportunity  to 
advise  you  that  I  subscribe  to  the  contents  of  the  letter  from  this  bank  dated 
July  14,  and  signed  by  its  vice  presidents  and  cashier  in  detail  and  in  their 
entirety,  and  I  hand  you  herewith  my  sworn  replies  to  the  interrogatories,  20 
in  number,  propounded  by  you  for  my  consideration  and  reply.  My  i^pUes 
speak  as  to  values  of  collaterals  as  of  July  14, 1914. 

On  reading  the  entire  file  of  the  correspondence  which  has  passed  betweoi 
you  and  this  bank,  or  its  officers,  since  June  9  last,  my  attention  lias  been  at- 
tracted to  the  contents  of  the  third  paragraph  of  my  sworn  letter  to  yon  dated 
June  18,  1914,  wherein  I  undertook,  wholly  apart  from  any  inquiry  or  demand 
on  your  part,  to  review  the  practice  of  the  members  of  the  firm  of  Biggs  &  CkKf 
and  subsequently  of  the  officers  of  the  Riggs  National  Bank  to  assist  customers 
of  the  bank  in  making  investments. 

In  such  paragraph  I  observe  that  I  said : 

**  After  the  incorporation  of  the  Riggs  National  Bank  this  business  was  ocm- 
tinued  by  the  officers  of  the  banks  as  individuals,  the  compensation  received 
therefor  being  at  first  passed  directly  to  commission  account,  but  later,  with'  the 
knowledge  of  bank  examiners  was  passed  to  the  credit  of  two  accounts  opened 
for  that  purpose,  one  in  the  name  of  *  Glover  and  Flather '  and  the  other  in  the 
name  of  'Flather  and  Flather.'  The  balance  to  the  credit  of  'Glover  and 
Flather'  was  transferred  on  the  17th  day  of  April,  1914,  to  the  account  of 
*  Flather  and  Flather,'  thus  consolidating  the  two  accounts. 

This  statement  was  and  is  incomplete  to  the  extent  that  through  pure 
oversight  I  omitte<l  to  say  that  from  January,  1897,  to  May,  1902,  the  business 
of  making  real  estate  (but  no  other)  investments  for  customers  of  the  bank  was 
done  by  and  through  the  firm  of  Glover,  Hyde,  Johnston.  Arthur  T.  Brice  & 
William  J.  Flather,  each  and  all  being  at  the  time  officers  of  the  Riggs  National 
Bank.  Said  firm  was  possessed  of  a  paid-in  capital  of  $30,000,  and  all  profits, 
by  way  of  commissions  or  otherwise,  derived  from  such  business  were  passed 
directly  to  the  credit  of  said  firm  on  an  account  carried  In  the  name  of  the 
firm  on  the  general  ledger  of  the  bank,  and  all  such  profits  were  divided  directly 
among  the  members  of  the  firm.  To  such  extent  and  for  the  period  mentioned 
officers  of  the  bank  did  directly  profit  by  the  commissions  on  such  transac- 
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tions.    Otherwise  than  as  here  indicated  my  narrative  respecting  the  practice 
of  the  officers  of  the  bank  in  the  malting  of  investments  for  customers  of  the 
bank  was  and  Is  in  all  respects  exact. 
Respectfully, 

Chas.  C.  Glo\'er,  President. 

That  was  written  to  a  public  officer,  gentlemen. 
The  result  of  it  was  that  Mr.  Glover  was  not  exactly  characterized 
by  the  use  of  the  slioi-t  and  ugly  word,  but,  in  substance,  denominated 
a  liar  and  perjurer  by  Mr.  Williams  in  this  remarkable  communi- 
cation : 

Teeasuby  Department, 
Office  of  Comptroller  of  the  Currency, 

Maahington,  July  22,  1914. 
To  the  President  the  Riggs  National  Bank, 

Washington,  D.  C. 

Sib:  I  acknowledge  receipt  of  your  letter  of  the  17th  instant,  inclosing  what 
purports  to  be  sworn  "  answers "  to  certain  Interrogatories  submitted  to  you 
and  other  officers  of  the  Riggs  National  Bank  under  date  of  the  2d  instant, 
and  informing  me  that  you  were  leaving  the  same  day  for  Canada  on  account 
of  Illness  in  your  family,  of  which  I  learn  .vith  regret. 

Certain  reports  having  reached  this  office  relative  to  the  methods  and 
practices  of  the  Riggs  National  Bank,  I  saw  proper  to  address  you,  under  date 
of  June  9,  1914,  a  letter  calling  for  certain  information  in  regard  to  the  con- 
dition and  transactions  of  your  bank.  Especial  inquiry  was  made  as  to  com- 
missions charged  in  connection  with  the  placing  of  real  estate  loans,  etc. 

If  you  go  back  you  will  find  that  entry  with  respect  to  the  commis- 
sions made  for  the  year  ended  June  1,  1914,  but  that  statement  did 
not  serve  the  purpose  here,  so  "  etc."  is  put  in. 

In  response  to  a  letter  from  you  dated  June  12,  in  which  you  sought 
permission  to  delay  furnishing  the  information  called  for  until  you  should 
}iave  the  opportunity  of  discussing  this  subject  with  your  board  of  directors, 
you  were  informed,  under  date  of  June  13,  that  further  procrastination  would 
not  be  acceptable  to  this  office. 

I  stop  to  call  your  attention  to  these  things,  that  on  the  9th  we 
got  the  letter  and  on  the  10th  we  acknowledged  it,  and  on  the  12th 
we  say  that  we  want  to  bring  the  matter  to  the  attention  of  the 
directors  on  the  18th,  because  in  the  summer  time  it  is  as  hard  to 
get  together  a  board  of  directors  as  it  is  for  you  gentlemen  to  get 
enough  Senators  together  to  make  a  quorum  on  this  Banking  and 
Currency  Committee. 

You  replied  on  the  15tli,  complaining  that  you  should  be  called  on  for  such 
information.  You  referred  to  the  authority  claimed  by  this  office  as  **  inquisi- 
torial "  and  of  "  very  doubtful  legal  foundation." 

I  answered  your  letter  under  same  date  and  said — 

I  need  not  quote  it ;  it  is  too  long. 

Thereupon  I  re<'eived  from  you  under  date  of  June  16  a  letter  in  which 
you  said — 

*   Now  we  get  into  the  capitals.     There  was  no  red  type  in  this, 
l^ecause  the  typewriter,  I  suppose,  did  not  have  it : 

IN  THE  MEANTIME,  HOWEVER,  WITHOUT  WAITING  FOR  SUCH 
MEETING,  I  TAKE  THIS  OPPORTUNITY  TO  SAY  THAT  THERE  IS  NO 
FOUNDATION  IN  FACT  FOR  YOUR  SEEMING  ASSERTION  THAT  ANY 
OFFICER  OF  THIS  INSTITUTION  HAg  PERSONALLY  PROFITED  BY 
ANY  COMMISSION  RECEIVED  ON  OR  IN  CONNECTION  WITH  ANY 
TRANSACTION  FOR  OR  ON  ACCOUNT  OF  THIS  BANK. 

THE  ABOVE  WAS  DENIAL  NO.  1. 
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The  following  day,  June  18,  I  received  a  letter  from  you  In  which  you  said : 

••  I  (lid  mean  to  say  and  do  now  say  that  no  officer  of  the  Bank  has  perBonally 
profited  bp  nny  commission  received  on  or  in  connection  with  either  real 
estate  loans  or  bonds  or  stocks  purchased  for  customers  or  depositors  of  the 
Bank  or  borrowers  of  money  therefrom.  I  further  say  that  /  hare  never 
personally  reveired  and  kept  commissions  on  account  of  real  estate  loans 
placed  with  or  taken  by  depositors  of  the  Bank  who  withdrew  funds  which 
they  had  on  de|K>sit  with  the  Bank  In  making  settlements  for  such  loans,  and 
have  no  reason  to  l)elleve  that  any  other  ofRcer  of  the  Bank  eved  did  so ! 

THIS  WAS  DENIAL  NO.  2. 

A  little  furtluT  on  in  the  same  letter  you  say: 

**After  the  incoiporation  of  the  Rlggs  National  Bank  this  business  was 
continued  by  the  officers  of  the  Bank  as  Individuals." 

And  that,  gentlemen.  I  have  already  read  to  you.  Then  he  ^oes 
a^ain  to  capitals — 

NO  ONE  OF  THEM  EVER  ('LAIMED  OU  INTENDED  TO  CLAIM  ANY 
PART  OF  SAID  COMMISSIONS,  AND  NO  ONE  OF  THEM  HAS  EVER 
RETAINED  ANY  PART  THEREOF  FOR  HIS  OWN  BENEFIT.  Amounts 
have  l>eeu  withdrawn  from  said  accounts  at  various  times  for  the  benefit  of 
the  Bank;  NOTHING  HAS  EVER  BEEN  WITHDRAWN  BY  THE  OFFI- 
(;ERS  for  THEIR  PP:RS0NAL  benefit,  and  no  ONE  OF  THEM  HAS 
EVER  PROFITED  PERSONALLY  THEREBY. 

Which,  if  one  wanted  to  be  technical,  is  literally  true,  because 
after  these  accounts  were  established  under  the  direction  of  the 
bank  examines  there  had  been  no  withdrawals,  and  the  only  eiTO- 
neous  inference  that  could  have  been  drawn  from  Mr.  (ilover's 
letter  was  that  which  I  have  referred  to  as  a  pure  oversight. 

After  quoting  this  he  said : 

THIS  WAS  DENIAI.— COMPLETF:,  EXPLICIT,  AND  UNEQUIVOCAI.^ 
NO.  3. 

Then  he  goes  on  and  says : 

The  foregoing  denials  Nos.  2  and  3  were  sworn  to  before  William  H.  Dorsey, 
notary  public,  on  June  18,  1914. 

Then  he  quotes  some  more,  and  then  he  says : 

This  ofliee  had  reason  to  believe  that  your  statements,  altliough  made  under 
oath,  were  not  true,  and  I  am  in  possession  of  affidavits  sufficient  to  prove  their 
incorrectness. 

Those  affidavits  must  still  remain  in  his  possession,  because  al- 
though he  was  given  opportunity  to  drag  in  anything  in  the  court 
proceedings,  he  has  never  disclosed  those  affidavits. 

After  I  had  secured  thene  affidavits,  I  received  from  you  your  letter  of  July 
17,  in  which  you  acknofcledge  that  statements  heretofore  made  by  you  under 
(»ath  were  not  tnu\  claiming  that  certain  inconsistencies  were  the  result  of 
**  pure  oversight." 

Gentlemen,  this  is  not  the  personal  coiTespondence  between  two 
men  who  have  a  difference  of  opinion.  This  is  the  official  comnmnica- 
tion  by  the  sworn  officer  of  the  Government  whose  duty  it  was  to  tr>' 
to  protect  this  institution  if  there  was  anvthing  to  be  protected. 
This  is  a  communication  of  a  man  who,  with  fervent  solemnity,  in- 
formed this  committee  in  response  to  Senator  Week's  request  in 
1913  that  if  he  was  confirmed  as  comptroller  no  hostility  and  no 
prejudice  would  govern  his  actions. 

You  thereupon  admit  that  for  a  porittd  of  more  than  five  years,  or  "from 
January,  18J>7,  to  May,  3902,"  the  business  of  making  real-estate  {but  no 
other)  investments  for  customer's  of  the  bank  tras  done  by  and  through  the 
of  *'  01(»ver,  Hyde,  Johnston,  and  others,"  which  firm  was  composed  of 
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**uiys>elf  "  (C.  C.  Glover),  "Thomas  Hyde,  James  M.  Tclmson,  Arthur  T.  Brice, 
and  William  J.  Fhither,  each  and  all  being  at  thft  dme  officers  of  the  Higgs 
National  BankJ'  You  inform  me  that  this  firm  nr  partnership  or  confederation, 
whatever  it  may  have  been,  had  "  a  paid-«n  'fjtpital  of  $30,000,"  and  you  now 
r-onfess  that — 

"  ALL  PROFITS  BY  WAY  OF  COMMISSIONS  OR*  OTHERWISE  DERIVED 
FROM  SUCH  BUSINESS  WERE  PASSED  DIRECTLY  TO  THE  CREDIT  OF 
SAID  FIRM  on  an  account  carried  in  the  name  of  the  firm  on  the  general  ledger 
of  rlic  bank:  AND  ALL  SU(^H  PROFITS  WERE  DIVIDED  DIRECTLY 
AMONG  THE  MEMBERS  OF  THE  FIRM.  To  such  extent  and  for  the  period 
mentioned  OFFK^ERS  OF  THE  BANK  DID  DIRECTLY  PROFIT  BY  THE 
COMMISSIONS  ON  Sl'CH  TRANSACTIONS.    !  " 

There  is  superadded  an  exclamation  point. 

This  means,  in  plain  English,  that  after  you  had  solemnly,  indignantly,  and 
repeatedly  <lenied,  under  oath,  that  you  had  ever,  under  any  circumstances, 
uppropriate<l  for  your  personal  benefit  any  portion  of  the  commissions  received 
by  you,  an  oflicer  of  the  Riggs  National  Bank,  for  placing  real  estate  loans  for 
th(»  customers  of  the  hnuk^  you  now,  after  certain  things  liave  been  developed 
by  this  offices  su<ldonly  rememl>er  that  for  a  period  of  more  than  fire  years  you 
and  other  officers  of  the  bank  had  deliberately  pockete<l  and  divided  among 
yourselves  all  these  conunissions  collected  during  the  period  mentione<l,  esti- 
mated to  amount  to  many  thousand  dollars,  which  your  former  statements  had 
solemidy  declared  had  gone  solely  to  the  credit  and  for  *'  the  benefit  of  the 
bank." 

c*i»i  nnent  by  this  (►ffice  seems  superfluous. 

It  might  have  been  supei'flnou.s  before  the  comment  had  been  made. 
He  savs: 

Among  the  "  high-cias«,  marketable,  locai  and  out  of  town  stocks  and  bonds" 
I  note  tiie  following: 
200  shares  St.  I^ouis  &  San  Francisco  preferred  stock. 
UK)  shares  Rock  Island  Railroad  preferred  stock. 
100  shares  Rock  Island  Riiilroad  common  stock. 
200  vhares  Missouri  Pa<!ific  Railroad  stock. 
2i»0  shares  Ins])iration  Consolidate<l  Copper  stock. 

We  might  have  called  his  attention  to  the  fact,  when  he  was  making 
his  comments  regarding  the  character  of  collateral  we  had,  that  he 
had  overlooked  the  fact  that  among  the  very  large  amount  we  had 
a  Georgia  &  Florida  Railroad  bond,  signed  by  John  Skelton  Wil- 
liams, as  president,  which  was  perhaps  the  most  worthless  thing  we 
had  in  the  bank ;  hut  our  attention  was  never  called  to  that.  We  were 
never  required 

Senator  Henderson,  Jast  a  moment,  before  you  proceed  on  some- 
thing else. 

^hen  did  the  bank  receive  the  letter  from  the  comptroller  for  its 
report  to  which  tliese  answers  that  you  have  just  read  were  made? 

Mr.  HooAN.  There  were  a  number  of  lettei's.  The  letter  that  I 
have  just  read,  written  July  17, 11)14,  by  Mr.  Glover,  was  in  correction 
of  the  statements  that  he  had  made  in  June,  1914,  and  early  in 
July,  1914. 

Senator  Henderson.  The  period  of  a  few  days  only,  was  it? 

Mr.  HooAN.  Well,  a  i>eriod  of  approximately  a  little  less  than  a 
month.     That  would  be  fairer.  Senator. 

Senator  Henderson.  Was  the  letter  written  by  Mr.  Glover,  calling 
attention  to  the  commissions  that  they  had  individually  taken  be- 
tween 1897  and  1902,  written  voluntarily  on  his  part? 

Mr.  Hooan.  Yes,  sir.  It  was  never  intimated  by  the  comptroller 
in  any  way,  directly  or  indirectly,  or  in  any  of  his  correspondence 
that  he  even  knew  of  the  Glover-Hyde-Johnston  firm  until  we  wrote 
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that  letter.  It  was  an  absolutely  voluntary  thing  caused  by  the  fact 
that  when  Mr.  Glover  i-etpmed  from  his  son's  bedside,  sitting  at  his 
home  here,  he  had  gone  over  all  his  correspondence  which  at  that 
time  had  gotten  up  to  approximately  150  printed  pages. 

Senator  Henderson.  The  inference  that  I  drew  fiom  the  reading 
of  that  portion  of  the  letter  of  the  comptroller  was  that  Mr.  Glover 
had  written  this  letter  probably  having  heard  of  the  affidavits  that 
had  been  sent  to  the  comptroller. 

Mr.  HooAN.  Certainly.    That  is  the  only  inference  you  can  draw. 

Senator  Henderson.  Do  vou  know  whether  or  not  the  bank  had 
received  any  knowledge,  or  that  Mr.  Glover  had  any  knowledge  of 
the  existence  of  these  affidavits? 

Mr.  HoGAN.  None  whatever.  That  was  a  characteristic  statement. 
You  drew  the  inference  that  everj'body  would  draw,  that  Mr.  Glover, 
having  made  a  voluntarj'  correction,  being  a  man  of  honor,  a  man 
to  whom  two  former  Presidents  of  the  United  States  journeyed^  to 
Washington  to  pay  public  sworn  tribute  to  his  character,  having 
discovered  his  own  mistake,  witliout  the  slightest  intimation  from 
the  comptroller,  voluntarily  did  what  any  man  of  honor  would  have 
done — ^lie  made  a  correction.  He  received  an  official  communication, 
which  carried  with  it,  Senator  Henderson,  the  inference  which  you 
so  correctly  drew.  It  not  only  was  an  official  communication,  but  it 
said  in  substance  to  Mr.  Glover,  "  You  lied."  There  is  no  other  way 
of  getting  out  of  it.  "  You  lied  under  oath."  It  was  an  official 
communication  which  further,  without  the  slightest  foundation  of 
fact,  intimated  that  you  could  draw  the  inference  that  Mr.  Glover 
had  made  his  correction  after  he,  to  use  the  comptroller's  own  lan- 
guage, knew  that  the  comptroller  had  in  his  possession  certain  affi- 
davits showing  the  statement  to  be  false. 

The  Chairman.  The  committee  must  go  into  executive  session  at 
this  time,  Mr.  Hogan,  and  it  will  resume  its  hearings  to-morrow 
morning  at  9.30  o'clock. 

(Whereupon,  at  1.20  o'clock  p.  m.,  the  committee  went  into  execu- 
tive session,  and  the  hearing  was  adjourned  until  to-morrow,  Thurs- 
day, July  10, 1919,  at  10  o'clock  a.  m.) 


THXTBSDAY,  JTTLY  10,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  Z>.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m.. 
Senator  George  P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Frelinghuysen,  Calder, 
Newberry,  Keyes,  Fletcher,  Kendrick,  and  Henderson. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency; Mr.  J.  J.  Darlington,  Mr.  Frank  J.  Hogan,  Mr.  Wade  H. 
Cooper,  and  others. 

Tne  committee  had  under  consideration  the  nomination  V^f  Mr. 
John  Skelton  Williams  as  Comptroller  of  the  Currency. 

The  Chairman.  Mr.  Hogan,  you  may  proceed. 

STATEMENT  OF  ME.  FBABE  J.  HOOAIT— Besumed. 


I  , 


Mr.  Hogan.  Senators,  when  the  committee  recessed  the  hearing 
yesterday  I  had  called  the  attention  of  the  committee  to  the  char- 
acter of  the  response  made  by  Comptroller  Williams  to  Mr.  Glover's 
letter  of  July  17,  1914,  voluntarily  correcting  a  previously  erro- 
neously made  statement. 

On  July  17,  1914,  the  bank,  in  a  communication  signed  by  Mr. 
Ailes  and  the  Messrs.  Flather,  wrote  a  long  letter  to  Comptroller 
Williams,  transmitting  voluminous  statistical  statements  which  he 
had  required  in  the  answers  to  20  interrogatories  which  he  had'  pro- 
pounded, and  in  that  letter  to  the  comptroller  these  officials  of  the 
bank  said  the  following — and  I  am  reading  this  in  line  with  the 
statement  I  made  that  this  indicates  the  character  of  that  man's 
response  to  decent,  courteous,  official  communications  sent  to  his 
office. 

In  this  letter  from  the  bank  officials,  dated  July  17,  1914,  after 
transmitting  the  various  things,  the  bank  said  this: 

On  three  occasions  only,  and  the  latest  nearly  10  years  ago,  question  was 
raised  as  to  whetlier  the  bank  as  such  was  engaged  in  the  brokerage  business. 
In  reply,  it  was  then,  as  now,  fully  explained  that  the  business  referred  to  was 
carried  on  by  the  officers  of  the  bank  in  their  individual  capacity,  and  that 
while  legally  entitled  to  appropriate  the  earnings  from  such  business  to  their 
individual  accounts,  they  nevertheless,  in  view  of  the  relation  to  the  bank, 
deemed  it  proper  ultimately  to  pass  such  profits  to  the  beneficial  use  of  the 
bank  itself.  Further  inspection  of  these  communications  shows  that  no 
criticism  from  your  office  respecting  this  practice  has  been  received  at  this 
bank  since  October  22,  1904.  On  the  contrary,  it  is  our  understanding  that 
the  former  comptrollers  and  the  former  Secretaries  of  the  Treasury,  having 
carefully  and  at  length  considered  the  practice  of  the  bank  in  this  regard, 
reached  the  conclusion  that  the  same  was  not  in  any  respect  forbidden  by 
any  provision  of  the  national  banking  act. 

75 
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In  view  of  the  almve  sniiiumry  of  the  <*«nitents  of  the  coiuinunknitioiis  re- 
<*eive<l  fnun  your  i»reth»<-ess4)rs  hi  oiHoe  iliirin^  the  entire  jierhxl  of  this  lmnk*s 
existence  as  a  nati«»nal  hanlc  is  it  fair  or  reas<»nahle  for  yon  to  su^cp^st  that 
the  officers  of  this  banic  Iiave  l>een  rn^rsistent  violators  of  tlie  hiw  or  indee«l  that 
they  have  l>een  indisposeil  in  any  respect  whatever  to  ol)ey  every  requirement 
of  tlie  law,  as  well  as  of  the  rules  and  regulations  of  your  office? 

If,  notwithstanding;  all  the  alM)ve  facts,  you  are  of  opinion  that  any  practice 
of  this  hank  or  of  its  officers  does  violate  either  the  law  or  the  rules  and 
recitations  of  your  office,  then  we  respectfully  submit  that  you  should  inform 
us  specifically  as  to  eiK-h  and  everj-  of  such  practices  to  whh'h  you  object  and 
your  reason  for  «o  objecting.  Upon  the  receipt  of  such  information  we  shall 
at  once  do  all  in  our  innver  to  comply  with  any  legal  instnictions  or  sugge^ions 
that  you  may  give. 

Could  anything  have  lieen  fairer  than  that,  written  by  bank  of- 
ficials as  early  as  July  14,  1914,  within  a  month  and  eight  days  after 
this  correspondence  opened  with  the  Comptroller  of  the  Currency, 
who  had  stated  to  your  predecessoi's  on  this  committee  that  per- 
sonal animosity  or  hostility  would  not  in  the  slightest  affect  his 
official  acts? 

That  was  on  that  date.  Xow,  T  am  going  to  show  you  how  he  re- 
sponded to  these  things.  On  July  28,  1914,  replying  personally  to 
Mr.  Williams's  letter  of  July  22,  which  I  read  yesterday,  in  which 
Mr.  Williams  endeavored  to  charge  Mr.  Glover  with  intentionally 
making  false  statements  under  oath,  Mr.  Glover  referred  to  Mr. 
Williams's  statement  that  he  had  evidence  in  his  possession  of  "  other 
mistakes,"  as  Mr.  Glover  characterized  them,  or  "  untruths,*'  as  Mr. 
Williams  characterizes^  them.  Mr.  Glover's  letter  is  a  long  one,  in 
which  he  goes  into  the  fact  that  Mr.  Williams  had  endeavored  to 
make  the  charge — in  fact,  had  made  the  charge — that  this  oversight 
of  his  was  a  delil^erate  falsification,  and  stated  that  in  view  of  his  re- 
sponsibility to  the  stockholders  of  the  bank  his  hands  were  tied, 
really,  from  replying  to  that  sort  of  thing  in  the  way  that  he  would 
pei-sonally  reply  to  it,  and  in  calling  attention  to  what  I  read  to  this 
conmiittee  yesterday,  Williams's  statements  that  he  had  evidence 
showing  that  other  statements  were  untnie,  Mr.  Glover  in  his  per- 
sonal letter  to  Mr.  Williams  says  this,  on  July  28, 1914,  and  I  empha- 
size those  dates  to  show  vou  how  earlv  in  this  thinff  this  attitude  was 
taken : 

In  your  letter  you  assert  that  your  oiruv  has  evidence  which  indicates  that 
other  statements  recently  .submitted  by  mys«»lf  ami  other  offic^ers  of  this  bank 
to  your  office,  umler  oath,  are  untrue,  and  you  sugjrest  that  I.  as  u-ell  as  the 
other  ofti<*ers  referred  to,  shall  revise  and  correct  such  statements  "  l)efore  this 
(your)  offi<t»  takes  action  In  the  premises." 

I  might  state  that  although  we  did  not  go  into  the  equity  suit  for 
a  year,  '"^this  office"'  never  took  any  action  in  the  premises.  Mr. 
Glover  continue^s  to  Mr.  Williams: 

It  Is  |H>sslble  that  In  the  nM*ent  volumlu*»us  (M)rresi)ondence  referreil  to,  ci»ver- 
luK  Information  (N»nfuse<lly  asked  for  by  you,  Invidvlnj;  the  examination  of 
transiictions  of  this  bank  extending  back  almost  to  the  time  of  its  organiza- 
tion In  18{¥i,  and  coverlnjEC  thousands  of  book  entries,  charge  slips,  and  other 
memoranda  of  this  bank,  mistakes  may  have  been  made  by  myself  or  by  the 
other  officers  of  the  bank.  However,  after  as  dUlgent  examination  as  could  be 
made  under  the  circumstances,  neither  I  nor  the  other  officers  have  discovered 
any  save  one  error,  of  a  comparatively  unimportant  date,  which  will  be  desig- 
nated In  the  letter  hereinbefore  refer re<l  to,  which  will  resii<jnd  to  the  other 
Inquiries  made  by  you. 

If  your  office  has.  as  ycm  say.  evulence  In  your  i^ossesslon  showing  that  there 
are  one  or  more  such  mistakes,  then  It  Is  in<-on<*elvable  that  you,  as  an  officer  of 
the  (lovernnient  of  the  Unlteil  States,  or  as  an  honest  man.  can  deliberately 
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hold  back  from  nie  and  my  fellow  ofticers  information  as  to  wluit  those  mistakes 
are  claimed  to  be.  In  a^M!^uminJ;  such  position,  you  put  the  (lovcrnment  which 
you  represent  and  yourself  in  the  attitude  of  one  setting  a  trap  and  hiding  in 
ambush  unfll  he  shall  see  tit  to  spring  it. 

It  must  be  perfectly  apparent  to  you,  Senators,  that  the  situation 
ait  that  time  was  tense,  that  over  150  pages  of  printed  matter  had 
pa^ed  in  less  than  a  month  between  the  bank  and  the  comptroller's 
office.  There  was  a  thoroughly  representative,  a  highly  respectable, 
and  a  highly  responsible  board  of  directors  charged  by  law  and 
charged  in  morals  with  supervising  the  affairs  of  this  bank.  That 
board  of  directors  had  these  various  serious  charges  against  its  offi- 
cers brought  to  their  attention.  The  officei-s  hid  not  these  facts  from 
the  directors  but  placed  them  scjuarely  before  the  directoi-s,  and  the 
directors' did  what  everyone  of  ^'ou  gentlemen  w^ould  have  done;  they 
decidcKl  that  a  thorough  investigation  in  their  own  bank  was  proper 
and  they  appointed  a  committee  of  three  of  their  members — a  spe- 
cial committee — to  inve^stigate  and  make  a  report;  and  I  call  your 
attention  to  these  things  because  what  the  committee  reported  and 
the  action  the  board  of  directors  took  upon  the  committee's  report 
was  communicated  on  September  1,  1914:,  to  Comptroller  Williams, 
with  a  sincere  request  on  the  part  of  the  bank's  board  of  directors  that 
he,  as  the  supervising  official  of  the  Treasurj'  over  national  banks, 
would  say  to  them,  "If  there  is  anything  wrong,  if  there  is  any  vio- 
lation of  law  or  regulation  that  you  find  in  this  bank,  if  there  is  any 
imtruth  on  theT)art  of  our  officers,  kindly  inform  us  thereof,  so  that 
we  may  take  appropriate  action." 

Is  there  a  Senator  here  within  sound  of  my  voice,  is  there  a  Sena- 
tor who  will  read  the  hearings  before  this  committee,  who  would 
have  done  otherwise  had  he  been  a  member  of  that  board  ?  Is  there 
a  Senator  who  has  a  doubt  what  the  appropriate,  the  decent  and  the 
honorable  conduct  of  a  comptroller  endeavoring  impartially  to  dis- 
charge his  official  duties  in  response  to  such  a  request  from  a  board 
of  directors  would  have  been  ?  I^et  me  read  to  you  what  that  special 
committee  said  to  Mr.  Williams,  what  the  board  of  directors  said  to 
Mr.  W^illiams,  and  then  let  me  read  to  you  what  Mr.  Williams  said 
to  that  bank.  You  gentlemen  will  none  of  you  have  any  surprise, 
when  we  finish  with  such  parts  of  this  correspondence  as  ordinary 
time  limit  ^ill  permit  me  to  call  to  yowv  attention,  that  Mr.  Samuel 
Untermyer,  as  counsel  for  Mr.  Williams,  strenuously  objected  to 
having  this  brought  I>efore  the  court.  You  will  have  no  surprise 
that  Mr.  Louis  D.  Brandeis,  after  reviewing  this  entire  correspon- 
dence, never  even  mentioned  it  to  the  court,  and  never  even  men- 
tioned Williams's  conduct,  but  sufficed  himself  with  asking  the  court 
to  dismiss  the  equity  suit  that  the  bank  brought  against  Williams  on 
the  technical  ground  that  it  was  a  suit  brought  against  the  United 
States. 

On  September  10,  1014,  the  bank  sent  the  following  letter: 

SK1»TKMHKR    KJ,    11M4. 
ThK  CoMrrKOLLKR  Ob    THK  <'lRKKNCV. 

Wafihiiifftoii,   1).   C. 

Sir:  The  preshlent  at  this  hank,  on  tlie  12th  of  AnKUst.  1914,  notirteci  you 
tliat  on  the  10th  of  Au^aist,  1914.  the  hoanl  of  (llre<*tors  of  this  hank  at  their 
rejailar  meetlnj?  heUl  on  that  (hiy  had  iwissed  the  followlnjr  resohithai : 

"Movwl  h,v  Mr.  Wllklns.  se<'on<le«l  hy  Mr.  Johnston,  that  tlie  eutliv  eorre- 
Kponclen<'e  and  all  (hK-unients.  pap<M*s,  »n<l  statements  of  very  sort  c*onnected 
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Tf^i'.unj.  Ji.-i*:  Oir%v.  ■v-.rli  la."MTiirt-im  And  aarimriry  5*  ^si 

.n-'irfiafar^  •.*!•»  fjra**r'lii^  :irwi  -Ttfiillriifiu*  -^erinii  r«rf«fTwi  ci  and  to  report  with 

•2u-:r  .'•f**rinin-.«*TMla:\ufi  at  'hi*  riexr  mi^rin^  'rf  die  boairL'* 

ThLM  r»»«>iiir.fin  v»a  jtittt^r^ii  a^&»r  yoor  I«Ci»r  •>£  Joiy  2!L  IS>1-L  had  been 
r»9irt  vi  Thf  nrmrri  :n  ai^^rfr^nt***  ^rh  ixuscrssttimiA  »;i«cuiiefL  in.  Ebat  Letter.  Tbe 
^^iwr^tf^tuiuru^  r^f^rrwi  :«,  ttim  rJiac  xtu<!lL  hast  pasMd  b>fCw««n  jovraetf  mad 
rli*'  ^nn«(.  i>-3lr.ra:)3r  vfrh  7 our  IiHT*^  of  Jxme  9.  Idl-L  and  eondnninc  do'wn  to 

Ar  4  r*nri4dr  niH^-tixi^  ^vf  rh«>^  r^^tLnt  ^f  <Un!CtiX9  Iield  ttn  die  I-ldi  day  of  Sep- 
ffmh^r.  lifl*.  rhar  i*f4i»m:rrt-*»  <>nhDurrt»f!  rh*r  follDwin;^  neiiort: 

SaFMJftaaa  11.  i»i4. 
To  f^h^  F»4ai>  ov  r/noECToaa. 

OictTTJtvK:ff :  y«*qr  ^^pc^-Ul  «-^>fnniirti*e.  iipptHiiCt**!  i>y  n»!<olnciua  adu|iced  at 
yMir  mp«rcin^  kw>rlfl  aii^mc  1*i.  Idl-I.  be^s  leave  to  report  tbac  ft  baa  carcftaOj 
r^nA  ^h^  or/rri>d»pffifir!^ii^  hf^Twefm  die  CompcroUer  of  die  CnrrencT  snd  tlie 
R427^  NarUinal  FSunb:.  •Ifttin:?  from  Jane  9  to  Aoienaft  31.  ISflt,  and  it  has  gtTen 
itptffflai  M^Mdfr^tlfi^i  Tx,  rhe  !ener  of  the  CompcroUer  of  the  Currency  dated 
Jnij  22,  Kil4.  nrherHn  ir  i«  !H^*^iI«^H7  chariDed  that  certain  answers  made  1^ 
rhe  pr«sfiirUi-nc  of  die  bank  •^rAoemln?  the  diapot^don  made  of  certain  com- 
mlmlMM  were  ontme. 

Sn  the  r»{><ni#)n  of  ymr  rtunmittee  i<ach  answers,  wfiidi  the  CompcroUer  of 
rhe  flnrvMifj  haii  ^Indtsru^itui  asi  Denials  Xo.  1.  No.  2.  and  Xol  3,  conadtnted  a 
fnli  and  rorri^rt  «':;:pr>Hirion  of  rhe  practice  of  the  officers  of  tlie  bank  respect- 
insr  rhe  /-ollertion  and  <lfi«fi>isitioa  made  of  such  commissions  since  May,  19QS1, 
htit  ftnoh  snswerM  w«t»:  ino«)rre(^t  in  that  while  die  inqniries  propoonded  by  the 
^V>mpf.rry(]«-r  of  rh«^  Cnrrencj  !«efme<i  to  relate  pardcnlarty  to  the  period  of 
rw#^7^  m^infhi^  ending  Jnne  1.  1914«  Mr.  Glover  volimtarily  undertook  to  make 
Iris  denU]  extend  \mc\L  to  the  orssanizadon  of  die  bank  « A.  D.  1896 >,  fbrsetting 
rhst  from  Jarinar>\  l^ifl,  anrii  May  1.  ldiJ2,  tlie  firms  of  **  Glover,  Hyde,  John- 
nt/m  ark#l  ^^rhersi'*  did  cake  and  apply  to  the  personal  benefit  of  its  members 
#vimmIiif»lons  r^^f^lved  from  investments  made  in  real  estate  loans  for  depositors 
ttt  iXt^  f?ank.  Mr.  ^Ilover*!!  letter**  to  the  Comptroller  of  tlie  Carrency,  dated  July 
17  and  Jaly  28,  1914,  constitute  In  the  opinion  of  your  committee  a  fall  and 
entirely  Mtixfarrtory  explanation  of  his  oversight  in  the  pardcalar  referred  to. 

The  sjwerriofi  made  in  Aaid  lener  of  July  22,  1914.  that  evidence  in  ttie 
office  of  the  ComptnWIer  of  the  Currency  **  indicates  diat  other  statements 
rer-ently  ffiihmltre«l  by  '*  officers  of  the  hank  to  that  office  **  are  also  untme^*' 
la  '»ne  fhat  your  committee  can  not  fully  report  upon  in  the  absence  of  move 
fJeflnlt^  Infr^rmatlrHi,  and  therefore  recommends  that  the  board  of  directors 
reri nests  the  Oimpt roller  of  the  Currency  to  spedfjr  the  statements  refSerred  to 
by  him.  and  to  indicate  with  such  particnhirity  as  he  may  deem  appropriate  the 
«'hnrflfrt«*r  of  the  evidence  upon  which  Huch  asserdon  Is  based. 

We  have  reviewefl  the  entire  correspondence  as  above  noted,  and  do  not  find 
therein  any  indication  of  desire  i^r  disposition  on  the  part  of  the  <^cers  of  the 
bank  either  to  withhold  information  or  to  answer  the  many  inquiries  of  the 
r>*fnr*f roller  of  th»*  Currency  otherwise  than  freely,  fully  and  firankly. 

Not! nit  the  admonition  containe<I  in  said  letter  of  July  22,  1914 — ^yonr  com- 
niittfv*  refiorts — that  in  view  of  certain  provisions  of  the  Fedoal  reserve  act 
the  ofDcerM  of  the  hank  have  definitely  discontinued  the  brokerage  businesB 
formerly  carried  on  by  them  in  their  individual  capacities,  and  fully  described 
l>y  them  In  the  course  of  said  correspondence.  The  Comptroller  of  the  Cur- 
niicy  was  infonn«»d  of  such  discontinuance  on  July  29,  1914. 
ll<»Mpc?<'t  fully, 

H.  HUBT, 

H.  ROZIEB  DtTIANT. 

Chakles  L  Cokbt. 

This  re{)ort  was  read,  was  unanimously  adopted  by  the  board  of  directors, 
find  a  copy  thereof  ordered  to  be  sent  to  the  Comptroller  of  the  Carrency. 

Thereu|K>n  the  following  resolutiion  was  unanimously  adopted : 

"  HcMolved,  That  this  board  respectfully  request  the  Comptroller  of  the  Our- 
reiic>'  to  specify  what  statements  he  referred  to  in  the  following  sentence  of 
his  said  letter  of  July  22,  1914 : 

"  *  I  regret  to  have  to  inform  you  that  this  office  has  evidence  which  indicates 
that  other  statements  recently  submitted  by  you  and  other  officers  of  yoar 
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bank  to  this  ofRc-e.  uiuler  oath,  hi  iirldition  to  the  hicorrect  statements  to  which 
your  attention  has  been  specifically  called  in  this  letter,  are  also  untrue,'  and 
also  requests  him  to  indicate  with  such  particularity  as  he  may  deem  appro- 
priate the  character  of  the  evidence  upon  which  such  assertion  is  based." 

Thereupon  the  following  recital  and  resolution  was  unanimously  adopted : 

"  Whereas  it  appears  in  the  aforesaid  correspondence  between  the  Ck)mptroller 
of  the  Currency  and  this  bank,  beginning  June  9,  1914,  and  continuing  to  date, 
that  the  Comptroller  of  the  Currency  has  notifled.  this  bank  that  it  had  become 
llaJ)le  to  certain  penalties  under  sections  5211  and  5213  of  the  Revised  Statutes ; 
Therefore  be  it 

*•  Renolved,  That  the  Comptroller  of  the  Currency  Is  respectfully  requested  to 
Inform  this  board  with  exactness  whether  he  had  undertaken  to  Impose  any 
penalties  upon  this  bank  under  the  provisions  of  said  sections  5211  and  5213  of 
the  Revised  Statutes,  and  If  so,  the  dates  and  causes  for  which  said  penalties 
have  been  undertaken  to  be  Imposed,  also  whether  said  penalties  or  any  of 
them  are  or  are  supposed  to  be  continuing." 

The  board  of  directors  of  this  bank  accordingly  respectfully  requests  you  to 
furnish  the  Information  asked  for  In  the  above  resolutions. 
Respectfully,  yours. 

The  RiGiis  National  Bank, 
By  Hknry  H.   Ft^ther,  Cashier. 

I  pause,  again,  gentlemen,  to  call  your  attention  to  the  tenor  of 
that  letter,  to  the  tair,  the  nianlv,  the  respectful  and  entirely  cour- 
teous request  made  of  this  pubhc  official.  And  I  ask  you  in  your 
minds  how  you,  as  sworn  onicers  of  the  United  States  Government, 
would  have  answered  such  a  comnmnication ;  and  then  I  am  going 
to  show  3'ou  how  he  answered  it.  Would  you  have  said  to  a  board 
of  directors  tliat  asked  that.  "  Your  artless  inquiry  is  understood 
and  appreciated  "  ? 

Mark  you,  gentlemen,  this  cori'espondence  and  this  fight  were  be- 
ing carried  on  by  this  man  against  the  only  bank  two  of  whose  offi- 
cers had  appeared  before  the  Banking  and  Currency  Committee  of 
the  Senate  in  opposition  to  his  confiimation.  Is  it  any  wonder, 
after  this  exhibition,  that  the  bankei-s  of  this  country,  as  Senator 
Weeks  said  to  this  committee  in  the  last  Congress,  refrained  from 
coming  forward  and  subjecting  themselves  to  this  sort  of  persecu- 
tion? I  am  going  to  show  you  later  that  not  only  would  it  invite 
bank  suicide,  but  the  comptroller  actually  by  insinuation  suggested 
that  some  of  our  officers  go  and  commit  suicide. 

This  is  an  official  communication  responding  to  the  things  I  have 
read  to  you  from  those  several  letters.  I  will  read  the  paragraphs 
that  respond  to  the  things  I  have  called  your  attention  to.  I  do  not 
intend  to  read  it  all.  This  is  from  Williams's  letter  to  the  Riggs 
National  Bank,  dated  September  24,  1914: 

Your  artless  request  that  this  office  inform  you  specifically  of  "  each  and 
every  "  violation  of  the  law  or  the  rules  and  regulations  of  this  office  is  not 
misunderstood.  You  are  respectfully  referred  to  the  Instructions  and  repri- 
mands you  have  already  received  from  this  office  and  to  the  national-hank  act, 
upon  which  the  rules  and  regulations  of  this  office  are  based.  The  language  of 
that  act  Is  believed  to  be  sufficiently  clear  to  be  within  your  comprehension, 
and  this  office  has  not  been  i)ersuaded  that  the  many  violations  of  the  law  of 
which  you  have  been  guilty  were  the  result  of  inadvertence  or  oversight,  or 
that  you  are  at  this  time  Ignorant  of  the  many  occasions  on  which  you  have 
disregarded  or  violated  this  law. 

In  response  to  the  request  to  indicate  on  what  he  based  the  state- 
ment of  untruthfulness  this  official  answers  as  follows : 

In  reply  to  yonr  committee's  request  that  I  indicate  the  character  of  the 
evidence  upon  which  is  based  a  statement  made  in  a  previous  letter  that  other 
statements,  In  addition  to  those  submitted  by  your  president,  "  are  also  untrue," 
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>oii  are  infoniKHl  that  tbis  ofR(*o  iH  iu  posneHsiou  of  affidavits  made  by  entirely 
resj>ou8ible  men  wbo  squarely  c'ontradlct  sworn  statements  made  by  offic?ers  of 
your  bank,  and  this  office  may  l>e  relied  upon  to  take  action  in  the  premises 
at  the  pro|)er  tinie. 

Is  that  a  decent,  manly,  American,  fair  tliinjg  for  an  officer  of  the 
Government  to  say  in  i-esponse  to  that  sort  of  a  request?  Is  there 
uny  possibility  of  escaping  the  conse<iiience  of  that  sort  of  conduct? 

I  want  to  read  to  you  his  comment  on  the  subconunittee's  findings: 

Your  four-pape  letter  <»f  Au;niKt  24,  with  its  labored  excuses,  apparently 
prepare*!  by  c<»unsel,  and  which  I  understand  to  lie  an  effort  to  defend  your 
refusal  to  furnish  satisfactory  rei>lies  to  questions  i)ropounde<l  to  you,  is  an 
amusing  conunentary  uiM»n  the  claims  of  your  committee  as  to  your  having; 
answered  *'  freely,  fully,  aiid  frankly  *'  the  inquiries  of  this  office. 

Now,  gentlemen,  as  I  told  you  yesterday,  this  whole  thing  osten- 
sibly stalled  when  an  assistant  bank  examiner  came  into  the  Imnk 
and  demanded  that  he  be  allowed  to  take  a  list  of  the  names  of  the 
Riggs  Bank's  depositors,  with  a  statement  of  their  bii lances  wher- 
ever the  depositors  were  borrowers  of  more  than  $5,000.  At  the  time 
that  bank  examiner  came  from  Mr.  Williams's  office  and  made  that 
request  there  was  in  force  an  officially  pi*omulgated  order  of  general 
import  from  the  Comi)t roller  of  the  Currency,  of  which  WilHamsV 
office  had  full  knowledge,  the  original  or  a  copy  of  which  was  in 
Williams's  office,  l)ecause  I  am  now  goiuff  to  read  it  to  you  from  a 
comnilation  which  was  published  at  the  Govenmient  Printing  Office 
by  Williams  in  connection  with  the  ecpiity  suit  brought  by  the  bank. 
There  was,  1  sav,  at  the  time  this  request  was  made,  in  force  and 
effect  the  following  general  order  of  the  comptroller: 

TUKASIKY     DkPAUTAIKNT. 
'COMITKOM.KR    OK    TlIK    CrRRENCY. 

}\'fisJiifi(ft(ni,  D.  (\,  nrmnbcr  20   19U9. 

To  the  National  Hank  Kxaminkhs: 

If  it  has  been  your  jn'actice  to  take  a  list  of  the  names  (»f  the  (lei>osit(»rs 
in  hanks  under  cxaiiiination.   you   will  disi^ontinue  this  ])ractice   inuneiliately 
and  <lestroy  all  data  of  this  clui meter  in  your  possesion. 
U(^l>ectfully, 

Lawkknck  O.   Mi'KRAY,   Vomptn>Ucr, 

The  banks  had  l)een  furnished  with  printed  Copies  of  that  order, 
so  when  an  assistant  bank  examiner  came  to  the  Riggs  National 
Bank  in  June,  1914,  and  asked  to  Ik*  allowed  to  violate  that  order, 
we  naturally  said  to  him  he  could  not  do  so. 

Senator  Hexi>krs()n.  What  is  the  date  of  that  order? 

Mr.  H(M5AN.  Decemlwr  20,  UK)9:  and  in  full  force  and  effect  until 
the  time  this  controversy  staged. 

Senatoi-s,  I  pause  to  say,  what  would  you  have  done  in  that  situa- 
tion? You  would  have  notified  the  comptroller  that  you  under- 
stood this  order  was  in  effect,  would  have  said  to  the  comptroller 
that  ceitainly  he,  as  the  present  comptroller,  had  a  right  to  sui)er- 
sede  or  abrogate  that  order  if  he  wished,  and  if  he  did  so,  we  would 
comply  with  the  new  regulation,  but  so  far  we  wen*  complying  with 
v»imt  we  had  been  informed  was  the  official  regulation.  So  we 
wrote  him  on  June  18, 1914: 

With  respect  to  the  demand  for  a  statement  of  averajie  balances  of  certain 
l)orro\vers  on  collateral  who  were  also  tlei^ositors,  I  call  your  attention  to  the 
fact  that  such  demand  was  flatly  oi^wsed  to  the  instruction  of  your  i)fflce 
Issued  to  national  hank  exandners  on  Dec<Muher  20.  1009.  which  instruction  not 
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oiily  rcHiuiced  such  examiners  to  discoiitimie  tlie  previous  practice  of  taking  a 
list  of  depositors,  l)ut  also  required  them  to  destroy  all  data  of  that  character 
in  their  i)ossession. 

We  re<'ogiiize  your  rijrfht  to  (rliange  the  practice  estahlishtHl  l>y  said  order, 
but  venture  to  sujxjrest  tliat  if  change  be  made  it  should  l>e  accomplishetl  by 
some  rule  of  general  application.  It  was  only  in  view  of  what  we  understood 
to  l>e  the  existing  regulation  of  your  office  that  tlie  hanlv  examiner's  assistant, 
Mr.  Donohue.  was  refused  permission  t<»  take  away  from  tlds  bank  the  list  of 
balanites.  In  so  refusing  we  als4»  had  in  ndnd  the  possible  imr>roper  uses  to 
which  such  Infonnation  might  l>o  put.  No  ol)jection  was  made  at  any  time  to 
eitlier  the  bank  examiner  (»r  his  assistant  having  the  freest  possible  access  to  the 
b<H>ks  of  the  bank. 

At  a  special  meeting  of  tlie  l»oard  <»f  directors  of  this  l)ank,  held  tlds  morn- 
ing, I  was  authorized  and  instructe<l  to  furnish  you  with  the  lists  or  statements 
asked  for.  They  are  now  being  prepared  and  will  be  sent  to  you  as  soon  as 
coniplete<l,  prol>ably  within  the  next  48  hours. 

Thei*eafter  we  said  to  him  on  that  subject  in  a  letter  wliich  lesiiined 
the  conditions  existing^  up  to  July  14: 

Then,  on  .Tunc  S  last,  foUowing  our  bank  examination  of  May  IS  last,  came 
the  assistant  to  the  bank  examiner,  rtMpiesting  a  list  of  depositors'  balances 
where  loans  to  them  secured  by  stocks  aind  bonds  exceeded  }j>r>.000.  His  re- 
quest to  l)e  allowed  to  take  away  from  the  bank  data  relating  t(»  deiM)sitors' 
balances  was  in  the  first  instanct»s  denie<l,  altliougli  the  assistant  was  freely 
given  i>ern/i.ssion,  jtt  the  time  of  his  call,  to  ins|>ect  the  books  showing  depositors' 
accounts.  This  deinal  was  in  accordance  with  the  |K)sitive  rule  of  your  office 
promulgate<l  on  l)e<*ember  20,  1000,  to  all  bank  examiners,  forbidding  them 
thereafter  to  take  away  from  banks  data  relating  to  depositors'  balances,  and 
instructing  them  to  destroy  any  such  data  in  their  ijossession. 

In  our  letter  of  .lune  18,  1014,  we  called  your  attenticm  to  this  ordt'r,  and  to 
the  established  practice  of  your  office  in  this  respect ;  not  questioidng  your 
right  either  to  abrogate  the  rule  or  to  set  aside  the  practice,  we  suggested 
that  if  you  had  established  a  new  rule  under  which  examiners  were  thereafter 
to  take  away  such  <lata  from  banks,  should  be  of  universal  application  and 
not  confined  to  a  partlclar  bank. 

But  I  di^ix?ss  ap:ain  to  call  your  attention  to  the  tein])eiate,  decent 
thing  that  was  don^  in  that  resi>ect.  Is  there  any  Senator  here  who 
as  an  officer  of  a  bank  would  have  hesitated  to  call  the  comptrollers 
attention  to, the  order,  which  he  himself  must  have  known  of  if  he 
knew  anything'  about  his  office  Is  there  any  Senator  hei'e  who  would 
have  hesitated  to  re.spectfully  su^<rest  that  if  that  order  was  to  Ix^ 
changed,  it  should  not  he  changed  as  regards  Riggs,  but  should  be 
changed  as  regards  all  other  banks?  You  have  heard  what  we 
asked.  Now,  let  me  show  you  how^  he  responded  to  that  entirely  re- 
spectful request.  Under  date  of  September  24,  1914,  Comptroller 
Williams,  in  an  official  c(mimunication  to  the  bank,  says: 

Tills  office  is  not  interestinl  in  the  information  winch  yon  gratuitously  jirotter 
as  to  certain  official  instructions  wldch  you  allege  were  in  the  past  given  to 
Imnk  exandners,  nor  does  it  desire  to  receive  from  you  any  suggestions  as  to  tne 
propriety  of  or  ntHMl  for  any  instnu'tions  whicli  it  has  given  or  may  give  to  its 
exandners. 

Do  I  have  to  connnent  on  that?  lA^t  me  call  your  attention,  gentle- 
men, not  only  to  the  discourteous,  not  to  say  indecent,  way  that  he 
responds  to  courteous  official  communications,  but  to  the  disingenu- 
ousness  of  the  man,  characterized  not  only  in  this  correspondence, 
but  characterized  when  he  was  before  this  committee  in  his  state- 
ment made,  as  publi.shed  in  the  volume  of  the  hearings  at  the  la>i 
session  of  Congress,  and  which  I  will  come  to  in  time.    Listen  to  this: 

This  office  Is  not  interested  in  the  information  wldch  you  gnituitously  i)roffer 
as  to  certain  official  instructions  whidi  you  allege  were  in  the  past  given  to  l>ank 
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examiners,  nor  does  it  desire  to  receive  from  you  any  suggestions  as  to  the  pro- 
priety of  or  need  for  any  instructions  which  it  has  given  or  many  give  to  its 
examiners. 

He  knew  perfectlj^  well  that  there  was  not  any  allegation  on  our 
part  merely  that  they  were  given  to  bank  examiners.  He  knew  per- 
fectly well  that  that  was  a  general  order  promulgated,  binding  on 
all  bank  examiners,  w^hich  he  had  never  come  forward  fairlj'  and 
superseded.  I  said  to  the  Senators  yesterday  that  this  man  was  an 
adept  in  the  most  vicious  and  dangerous  form  of  falsification,  to  wit, 
half  truths.  I  called  attention  to  the  fact  that  when  he  wrote  a 
letter  saying,  *'  Do  not  include  notes  of  speculator  and  others  secured 
by  mining  and  other  stocks  and  bonds,  your  bank  having  notes  col- 
lateraledT)y  80  per  cent  of  such,"  that  he  covered  himself  by  the 
word  "  others,"  creating,  as  his  letter  of  July  22,  1914,  Senator  Hen- 
dei-son,  created  in  your  mind,  a  false  impi'ession  and  a  false  inference. 

On  June  21,  1916,  he  issued  what  he  called  his  decision  to  recharter 
this  bank.  He  demanded  that  that  very  voluminous  document, 
which  is  in  the  recoi'd  heie,  be  read  to  the  lioard  of  director's.  Quite 
late  in  the  afternoon  of  that  date  he  delivered  the  document.  It  was 
brought  from  the  Treasury  Department  by  Mr.  J.  J.  Darlinffton,  of 
<»unsel  for  the  bank.  While  the  board  of  directors  were  holding 
their  meeting,  at  a  time  when  no  trial  was  on,  no  press  dispatches 
were  being  carriex^l  i-egarding  Rig^  Bank  affairs,  nothing  was  pend- 
ing that  would  attract  public  notice  to  the  controversy  at  that  time, 
while  the  board  of  directors  were  holding  their  meetings  and  having 
read  to  them  this  letter,  ostensibly  just  written  by  the  comptroller 
on  that  date,  the  comptroller  summoned  to  liis  office  newspaper  men 
and  handed  out  that  vicious  attack  on  the  bank  and  on  its  officers 
and  on  its  practices,  and  when  late  that  afternoon  the  directors 
and  their  counsel  left  the  directors'  room — we  were  holding  our 
meeting  in  the  building  next  to  the  bank,  which  is  owned  by  the 
bank  and  wherein  we  were  going  to  open  our  State  bank  that  very 
day — ^the  newspaper  men  were  gathered  on  the  steps  of  the  Ri^ss 
National  Bank  to  find  whether  we  had  any  comment  to  make.  Of 
course,  the  statement  was  too  long,  as  he  or  anj^  other  man  knew, 
for  a  newspaper  to  publish.  The  newspapers  would  naturally  take 
only  the  salient  or  the  sensational  features.  This  was  the  thing 
thai  he  sent  to  the  press.  This  was  the  thing  that  he  sought  pub- 
licity for.  This  is  the  thing  that,  when  he  was  endeavoring  to  ex- 
plain to  your  committee  at  the  last  session  here,  that  there  was  not 
any  need  of  opening  the  Riggs  Bank  case  again  because  that  was 
closed  by  a  court  decision,  and  that  he  could  put  in  the  record  all 
that  was  necessary  on  that  subject,  he  put  into  this  record.  I  am 
going  to  show  yoii.  Senators,  why  he  called  this  a  decision.  There 
was  not  any  practice  of  the  comptroller's  office,  as  in  a  court,  to  issue 
long  written  decisions  regarding  banks.  But  if  he  wrote  this  thing 
and  sent  it  to  the  bank  as  a  decision  and  then,  after  he  did  that  thing, 
gave  it  to  the  press,  he  was  immune  from  a  libel  suit,  and  be  knew  it. 

Senator  Fletcher.  Did  the  Riggs  Bank  make  any  response  to  the 
communication,  Mr.  Hogan? 

Mr.  Hogan.  To  the  comptroller? 

Senator  Fletcher.  Yes. 

Mr.  Hogan.  I  think  not,  sir.  The  Riggs  Bank,  Senator  Fletcher, 
had  bv  that  time  learned,  as  it  had  learned  before  it  ever  went  into 
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court,  before  it  was  ever  forced  into  court,  that  when  a  man  has  the 
official  power  over  its  very  existence  that  this  man  had,  that  when,  in 
order  to  gratify  his  personal  enmity  on  the  flimsiest  sort  of  charges, 
another  department  of  the  same  administration  would  indict  three 
men  and  put  them  through  a  criminal  trial — they  had  learned  as 
far  as  possible  to  stay  away  from  controversies,  and,  as  I  said  to  you 
yesterday,  the  Riggs  Bank  is  not  here  to-day,  but  I  am  here  in  my 
individual  capacity. 

Senator  Fletcher.  That  is  my  understanding,  they  are  not  con- 
tendingthat  the  decision  of  Judge  McCoy  is  questioned  in  any  way. 

Mr.  HoGAN.  No.  You  got  my  views  yesterday,  Senator  Fletcher, 
on  Judge  McCoy's  decision. 

On  page  358  of  the  hearings  before  this  committee  in  February 
last,  Mr.  Williams  inserted  a  communication  that  he  had  sent  to 
a  Mr.  Charles  H.  Sabin  in  New  York,  President  of  the  Guaranty 
Trust  Co.,  I  understand,  in  which  he  says : 

It  Cttn  be  readily  understood  that  the  value  of  official  statements  is  in  their 
accuracy  and  that  if  the  public  is  left  to  understand  that  a  statement  from 
tills  office  on  an  imixirtant  subject  is  grossly  inaccurate  its  confidence  in  future 
statements  will  be  impaired. 

That  is  his  verbal  conception  of  what  ought  to  be  accuracy.  I  read 
that  to  you  so  that  in  the  light  of  that  you  will  consider  the  publica- 
tion he  sent  to  the  press,  which  will  be  found  on  page  383  of  the  same 
volume : 

The  direct  and  Indirect  lo^s  reported  under  oath  by  the  bank  as  made  to 
C.  O.  Glover,  president ;  W.  J.  Flather.  vice  president ;  M.  E.  Ailes,  vice  presi- 
dent ;  and  H.  H.  Flather,  cashier,  from  July,  1896,  to  July,  1914,  were : 

And  then  he  sets  forth  in  a  table  that  would  immediately  atract 
attention  this: 

C.  C.  Glover-:. $2,534,377 

W.  .T.  Flather 1,258,010 

M.  E.  Ailes 584,855 

H.  H.  Flather. ^ 1,282,698 

Startling  figures,  Senators,  a  thing  that  would  have  attracted  pub- 
lic attention.  Do  you  know  how  he  did  it?  Do  you  know  how  he 
deliberately  did  it?  Let  me  give  you  an  illustration.  This  is  simply 
for  the  purpose  of  illustration. 

Take  Milton  E.  Ailes,  and  assume  that  he  has  $75,000  collateral; 
and  let  me  say  here  now  that  no  officer  of  that  bank  was  ever  per- 
mitted to  borrow  except  on  collateral.  His  note,  or  his  indorsed  note 
was  never  taken.  He  had  to  deposit  collateral,  and  every  one  of  the 
loans  was  passed  upon  by  the  executive  committee ;  and  at  the  time 
these  letters  were  written,  or  from  July,  1914,  there  was  not  a  dollar 
of  money  loaned  to  any  officer  of  the  bank,  because,  although  we  knew 
then  an<d  know  now  that  when  they  are  properly  secured  officers 
of  the  bank  are  not  precluded  from  borrowing  from  their  own 
banks,  where  naturally  they  would  keep  their  own  deposits,  never- 
theless, because  of  the  actions  of  this  man,  every  officer  took  loans^ 
that  he  himself  was  carrying  out  of  that  bank  and  had  not  the  least 
difficulty  getting  other  banks  to  take  them  and  be  glad  of  the  busi- 
ness. I  am  going  to  show  you  that  they  borrowed  at  the  other  banks, 
and  although  he  did  not  criticize  other  banks'  condition,  although 
he  never  ordered  one  of  those  loans  taken  out  or  written  off,  although 
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Kiggn  National  Bank- never  lo^t  a  penny  in  interest  on  anv  loan  ever 
made  to  an  officer,  still  I  will  >how  too  the  scurriloos  criticism  of 
those  loAn.s  when  they  were  marie  in  other  banks,  although  he  did  not 
mticize  the  rither  lianks. 

We  will  ai*sume  Mr.  Aile*5  had  *75,000  collateral,  and  he  borrowed 
*r70,000  on  his  note.  I  illa.strate  this  by  writing,  because  I  think  you 
gentlemen  ran  follow  it.  At  the  end  of  a  quarter  he  makes  a  $5j000 
r-urtail  in  arlrlition  to  paying  interest,  and  gives  a  new  note  for 
M'tJfOO,  At  the  end  of  the  next  quarter  he  makes  a  $5,000  curtail, 
ami  gives  a  new  note  for  $40.0CiO.  At  the  end  of  the  next  quarter,  in 
orrler  to  make  thi-  short,  let  us  say  he  makes  a  $10,000  curtail  and 
irives  a  new  nr>te  for  :?3<MX>0.  He  has  Iwrrowerl  $50,000,  and  he  has 
l»een  making  inrriads  into  it.  Williant^  takes  those  notes,  each  one 
rif  flir>se  renewals,  and  he  .ray-i  Mr.  Ailes  borrowed  J?li>5,000,  and  in 
that  way  in  l^  years  he  reaches  the  alarming  total  of  :?2.500,000  bor- 
rower! hv  Mr  (f lover,  or  ^^548,000  borrowed  bv  Mr.  Ailes. 

Senator  Hexiierson.  Tlie?e  loans  to  these  individuals  covered,  as 
I  understand  if.  a  j^rirkl  of  18  years f 

Mr.  Hor;.\N.  Eighteen  vears. 

Senator  HEM»F.RsriN.  Thr><e  loan>  might  have  lieen  paid  in  fidl, 
and  then  another  loan  and  another  lr>an? 

Mr.  Hrx;AX.  Yes. 

Senator  Hkndkrmix.  So  that  a  man  worth  s^>0.000  might  have  bor- 
rr>werl  a  million  in  18  years,  and  always  a  new  loan? 

Mr.  IIfK;Ax.  Exactiv,  Senator:  but  thev  would  have  been  new 
Irmns.  That  might  Iiave  afforded  some  excuse  for  this  publication, 
but  he  would  take  one  loan,  and  if  it  were  renewed,  although  with 
rurtails.  he  would  take  each  renewal  note  and  add  it  up  and  say  that 
the  man  had  l)orrowe<l  the  total. 

Senator  Fixtciier.  Do  you  justify  loans  by  a  blink  to  its  officers. 
Mr.  Hruran.  even  though  they  are  well  seciired? 

Mr.  HooAX.  Yes.  Senator.  I  think  that  if  a  bank  has  a  proper 
fxenitive  committee,  and  if  the  officer  is  responsible  and  he  gives 
proper  collateral,  he  should  Ire  allowed  to  borrow.  Take  an  officer  of 
the  Riggs  National  Bank.  Could  he  carry  his  deposits  in  the  Riggs 
Xational  Bank  and  expect  to  go  to  some  other  bank  to  make  a  loan? 
Or  r>therwi>e,  what  woiild  you  get,  if  you  did  not  have  officers  openly 
and  squarely  lx>rrowing  from  their  own  banks,  whei-e  they  kept  their 
r>wn  deposits,  did  their  own  business?  Then  you  would  have  "I 
tickle  Nancy  and  Nancy  tickle  me.-'  Yon  would  have  a  bank^s  offi- 
cers favoring  one  another.  The  comptroller's  office  knows  they  lend 
their  officei-s.  This  examiner's  blank  has  a  special  place  for  every 
bank  examined  to  put  in  the  loans  to  officei-s.  The  comptroller  wiil 
not  say  tliere  was  a  bank  in  the  city  of  Washington,  at  the  time  he 
was  making  this  attack  on  the  Riggs  National  Bank,  that  did  not 
liave  f)ffin»r>*  loans.  I  say  there  should  not  W  a  situation  where- 
by A.  could  jMiss  on  A.'s  loan,  but  whei-e  the  loans  are  properly 
collateraled.  where  a  bank  is  properly  managed,  where,  as  in  this 
bank,  the  most  remarkable  record  in  the  history  of  banking,  prob- 
al)ly,  was  made,  what  would  you  think.  Senator  Fletcher,  when  I 
tell  yon  that  in  18  years  in  this  bank,  which  customarily  carried  from 
five  to  seven  million  doUai's  in  loans,  in  this  bank,  which,  at  the  time 
of  this  attack,  was  doing  a  business  of  $;300,000,000  a  year,  or  ap- 
proximately a  million  dollars  for  every  day's  business — that  in  18 
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years  the  entire  losses  of  the  bank  on  loans  of  all  kinds  was  less  than 
$40,000,  an  absolutely  unparalleled  record? 

Senator  Fletcher.  Of  course,  as  you  made  it  appear  yesterday, 
they  made  up  some  of  those  lasses  by  taking  out  of  their  brokerage 
business. 

Mr.  HoGAN.  No;  I  am  counting  all. 

Senator  Fletcher.  I  can  see  how  there  might  be  objection  to  the 
banks'  officers  loaning  themselves  mone^%  Take  where  the  officers  of 
the  bank,  apparently  as  here,  were  getting  loans  from  the  bank  from 
time  to  time.    That  is  a  veiy  dangerous  practice,  it  seems  to  me. 

Mr.  HoGAx.  Senator  Fletcher,  there  might  be  objections,  there 
might  even  be  a  law  pa&sed,  and  I  would  not  oppose  its  policy,  for- 
bidding any  officer  of  any  bank  to  borrow  therefrom.  But  that  is 
l>eside  the  point.  That  has  nothing  to  do  with  a  public  statement 
issued  by  a  swoni  public  officer  wnich  carried,  and  was  meant  to 
carry,  a  viciously  false  charge.  Whether  the  officers  borrowed  or 
not,  or  should  have  borrowed  or  not,  is  one  question.  Whether  or  not 
a  public  officer  would  take  a  $50,000  loan  and  roll  it  up  and  make  a 
$200,000  loan  out  of  it,  as  this  man  did,  is  the  point  I  am  now  call- 
ing your  attention  to,  as  characterizing — I  will  not  use  the  com- 
ment— as  characterizing  the  turn  of  the  man's  mind  when  he  had  a 
pei'sonal  debt  of  malice  to  pay,  and  he  knew  it,  and  I  am  going  to 
show  you,  as  I  showed  you  yesterday,  just  as  he  said  "  speculators  and 
others,''  "  mining  and  other  stocks,"  and  he  knew  this,  and  so  in  an 
inconspicuous  place  here,  where  it  would  not  attract  the  eye,  having 
created  a  false  impression,  what  does  he  say  ?  Listen  to  it.  He  always 
covers  himself  up : 

Some  of  the  above  loans  may  have  l>een  renewals  of  other  loans,  and  may 
have  been  carried  througch  the  lHN)k8  several  times,  and  therefore  the  totals 
may  to  some  extent  be  subject  to  adjustment,  although  some  of  the  loans  ran 
several  years  at  a  time. 

The  Chairman.  He  must  have  known  they  were  renewals. 

Mr.  Ho(;an.  Of  course  he  did,  or  he  would  not  have  said  that.  But 
he  was  going  to  the  public  press  with  the  statement.  He  knew  the 
figures  would  attract  attention.  He  went  to  the  labor — because  he 
would  stay  up  all  night  to  satisfy  personal  enmity — he  w^ent  to  the 
labor  of  calling  attention  to  the  fact  that  they  totaled  over  $5,000,000. 
And  then,  against  that  day  when  he  would  be  called  to  account  for 
this  sort  of  i)ractice,  he  put  in  this  inconspicuous  thing,  "  Some  of 
those  notes  may  have  been  renewals."  Did  he  not  know  they  were 
renewals?  If  he  had  enough  intelligence — and  he  was  intelligent — to 
be  a  messenger  in  the  office  of  the  comptroller,  he  would  have  known 
they  were  renewals.  If  he  did  not,  did  he  not  have  a  corps  of  bank 
exa'mineis  that  he  had  kept  in  the  Riggs  National  Bank  for  more 
than  a  year  that  he  could  send  over  there  and  get  the  accurate  figures? 
Were  not  the  books  of  the  bank  at  his  disposal  ?  Did  not  his  men  stay 
at  the  bank  day  after  day,  and  a  sworn  public  official,  on  the  eve  of 
sending  out  a  statement  of  that  kind  to  the  public  about  a  bank,  he 
said  he  was  trying  to  save,  says,  "  Some  of  tnem  may  have  been  re- 
newals." 

Senator  Fletciikr.  Have  you  figured  that  out  as  to  how  much  were 
i-enewals? 

Mr.  HoGAx.  No;  I  have  not  figured  it  out. 
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Senator  Henderson.  Had  any  of  the  bank  examiners  ever  reported 
against  the  loans  to  the  individual  officers  of  the  bank? 

Mr.  HoGAN.  No,  Senator;  and  I  will  call  your  attention  to  what 
we  asked  Williams  about  that.  I  read  to  you  the  report  of  1913  yes- 
terdav,  which  gave  precisely  every  dollar  borrowed  by  every  officer, 
and  then  you  remember  the  tribute  that  Bank  Examiner  Hann  paid 
to  the  bank.  I  will  call  your  attention  to  what  he  said  about  it^ 
But  do  not  let  me  get  away  from  the  point  I  want  to  make  about  it, 
which  is  this,  that  if  there  was  nothing  more  than  the  giving  out  oi 
the  public  statement,  in  the  circumstances  I  have  narrated,  at  a  time 
when  it  could  not  have  done  anjrthing  else  than  harm  the  bank,  if  it 
was  possible  for  him  to  harm  it,  trying  to  get  it  into  the  public  press 
the  day  the  bank  was  being  rechartered,  when  the  suits  were  over 
and  the  litigation  at  an  end;  and  with  the  knowledge  he  had — and 
if  he  did  not  have  it^  it  was  accessible  to  him — ^that  the  figures  were 
false,  and  he  knew  they  were  false — I  say,  if  there  was  nothing  else 
I  could  bring  to  this  Senate's  attention,  that  in  itself  would  show 
the  conspicuous,  the  obvious,  and  the  complete  unfitness  of  this  man 
for  public  office  of  any  kind,  because,  after  all,  public  office  is  still 
a  public  trust. 

Senator  Fletcher.  It  is  set  forth  in  that  same  statement,  it  is 
true,  that  after  the  present  Comptroller  of  the  Currency  discovered 
this  condition  of  aifairs,  all  loans  of  officers  were  taken  up  or  placed 
with  other  banks  in  the  summer  of  1914. 

Mr.  HoGAN.  Exactly.  Whenever  he  made  a  statement  of  that  kind 
he  put  the  conspicuous  thing,  that  would  attract  public  attention,  one 
place,  and  then  he  invariably  covered  it,  but  his  covering  up  never 
took  the  sting  away.  There  was  not  any  antidote  there.  He  tried  to 
give  it.  You  asked  me.  Senator  Henderson,  whether  or  not  any 
of  the  bank  examiners  had  said  these  loans  should  be  taken  out.  Of 
course,  it  was  the  duty  of  the  bank  examiner,  if  he  found  a  loan  was 
wrong,  to  require  us  to  charge  it  off  or  take  it  out  of  the  bank.  He 
had  written  us  a  letter  about  the  loans  to  our  officers,  and  it  is  in 
direct  response  to  your  question  that  I  call  your  attention  to  that. 
There  was  never  a  time  when  he  asked  anything  when  he  was  not 
given  the  full  facts,  absolutely,  and  as  completely  as  exhaustive  labor 
could  give  it  to  him. 

He  had  said  tons: 

It  appears  that  the  loans,  nearly  all  secured  by  speculative  stocks  and  bonds, 
to  C.  C.  Glover,  jr.,  and  W.  J.  Flather,  jr.,  two  clerks  In  your  bank,  and  to 
H.  H.  Flather,  your  c*ashler,  Joshua  Evans,  jr.,  your  assistant  cashier,  and 
W.  J.  Flather,  your  vice  president,  and  wife;  M.  E.  Ailes,  your  president,  and 
Mary  E.  Alles,  his  daughter;  E.  D.  Flather,  teller,  and  G.  O.  Vass,  secretary 
to  M.  E.  Ailes,  amount,  In  the  aggregate,  to  more  than  one-fifth  of  the  entire 
capital  of  your  bank,  or  more  than  $200,000. 

I  digress  again  to  call  your  attention  to  the  fact  that  you  will 
find  that  threat  throughout  everything  that  he  said  publicly.  He 
would,  for  instance,  taKe  the  capital  of  the  bank,  and  say  tliat  the 
loans  of  $200,000  were  more  than  one-fifth  of  the  capital.  He  knew 
perfectly  well  that  at  the  time  the  aggregate  of  those  loans  was 
$200,000,  the  Riggs  National  Bank  had  a  capital  of  a  million  that 
never  had  been  impaired,  behind  which  it  had  a  surplus  of  two 
million,  not  one  pennv  of  which  was  impaired,  behind  which  it 
had  undivided  profits  of  between  $200,000  and  $250,000,  that  would 
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have  to  be  entirely  taken  out  by  any  losses  before  we  reached  the 
surplus.  He  knew  perfectly  well  at  the  time,  as  I  said  yesterday, 
that  that  bank  was  paying,  without  getting  anywhere  near  its  sur- 
plus, $260,000  a  year,  or  26  per  cent  dividends  on  its  stock.  He  knew 
that  its  solvency  was  unassailable  and  unimpeachable,  and  he  was 
compelled  to  say  so  on  his  oath  in  court  subsequently,  and  so  we  re- 
sponded to  him  regarding  that  as  follows : 

The  loans  of  Charles  C,  Glover,  jr.,  at  this  bank  agj?re;?ate  $2,400,  and  are 
secured  by  10  shares  of  Union  Pacific  Railroad  stock;  10  shares  Northern 
Pacific  Itailroad  stock,  and  17  shares  of  Washington  Railway  &  Electric  pre- 
ferred stock,  having  a  total  market  value  of  $4,000.  The  Union  Pacific  and 
Northern  Pacific  stocks  in  this  loan  are  standard  railroad  stocks,  listed  on  the 
New  York  Stock  Exchange,  and  the  Washington  Railway  &  Electric  preferred 
stock  is  a  standard  security  on  our  local  exchange,  which  has  for  years  paid 

5  per  cent  on  the  par  of  the  stock,  is  cumulative  and  preferred  as  to  all  divi- 
dends, and  is  further  preferred  as  to  assets  of  the  railway  company.  It  has 
behind  it  $0,500,000  of  conunon  stock  now  paying  dividends  at  the  rate  of  7  per 
cent  per  annum. 

I^>aus  to  William  J.  Flather,  jr.,  aggregate  $24,880  and  are  secured  by  high- 
class  standard  stocks  and  bonds  having  a  market  value  of  $33,500,  as  follows: 

One  hundred  shares  of  Baltimore  &  Ohio  Railroad  stock;  5  shares  United 
States  Rubber  first  preferred  stock;  $10,000  par  value  Green  Bay  Railroad  B. 
bonds :  120  .shares  Wasliington  Railway  &  Electric  prefer re<l ;  10  shares  Norfolk 

6  Washington  Steamboat  stock ;  6  shares  Mergen thaler  Linotype  Co.  stock ;  4 
shares  Unite<l  States  Steel  preferred ;  and  30  shares  of  the  stock  of  the  Lowry 
National  Bank,  of  Atlanta,  Oa. 

The  loans  of  Henry  H.  Flather,  the  cashier  of  this  bank,  on  May  18,  1914, 
aggregate<]  $63,500  and  were  secured  by  high-class  marketable  local  and  out- 
of-town  stoc'ks  and  bonds  having  a  market  value  of  $70,000,  as  follows : 

(Jiie  hundred  shares  Security  Storage  stock;  65  shares  Southern  Railway 
preferred  stock;  12  shares  Norfolk  &  Washington  Steamboat  Co.  stock;  150 
shares  Washington  Railway  &  Electric  preferre<l  stock;  200  shares  Inspiration 
Consolidated  Copper  stock ;  $20,000  Wabash  first  and  extended  4's ;  350  shares 
Intercontinental  Rubl>er .stock ;  200  shares  Miasouri  Pacific  Railroad  stock;  50 
shares  People's  Gaslight  Co.  of  Chicago  stock;  10  shares  American  Car  & 
Foundry  preferretl  stock;  100  shares  Rock  Island  Railroad  preferred  stock; 
100  shares  Rock  Island  Railroad  conunon  stock;  200  shares  St.  Louis  &  San 
Francisco  preferred  stock. 

The  loans  of  Joshua  Evans,  jr.,  assistant  casher  of  this  bank,  aggregated 
$4,900  and  were  secureil  by  recognized  stock-exchange  collateral,  having  a 
ready  market  value  of  $6,740,  as  follows : 

tine  hundred  shares  American  Can  stock;  200  shares  Missouri  Pacific  Rail- 
road stock ;  2  shares  Washington  Railway  &  Electric  preferreil ;  1  share  Lans- 
ton  Monotype  Co.  stock;  and  $500  Virginia  Railway  first  mortgage  5  per  cent 
bonds. 

The  loans  of  Joshua  Evans,  jr.,  assistant  cashier  of  this  bank,  aggregated 
$63300,  secured  by  readily  marketable  local  and  out-of-town  stock-exchange 
collateral  having  a  market  value  of  $81,800,  as  follows : 

Seventy-six  shares  American  Telegi-aph  &  Telephone  stock ;  130  shares 
Lnnston  Monotype  Co.  stock;  415  shares  Green  Cananea  Copper  Co.  stock; 
118  shares  American  Security  &  Trust  Co.  stock ;  185  shares  Washington  Rail- 
way &  Electric  Co.  preferred  stock. 

The  loan  to  Mrs.  W.  J.  Flather  amounts  to  $4,506.25  and  has  back  of  it  mar- 
ketable and  high-grade  collateral  to  the  value  of  $6,260,  as  follows: 

Fifty  .shares  Baltimore  &  Ohio  Railroad  stock ;  12  shares  United  States  Steel 
preferred  stock ;  $5(K)  Metropolitan  Club  4^  per  cent  bonds. 

This  loan  to  Mrs.  Flather  was  made  to  her  on  her  indivi<lual  account  and  on 
securities  which  she  i>ersonally  and  individually  owned. 

The  loans  to  Milton  E.  Ailes,  vice  president  of  this  bank,  aggregated  $17,225, 
secured  by  standard  and  approve<l  stocks  having  a  market  value  of  $32,000,  as 
follows: 

Eighteen  sharers  Lanston  Monotype  C'o.  stock:  65  shares  Washington  Railway 
&  Electric  Co.  preferreil  stock;  100  shares  Union  Trust  (^o.  stock;  50  shares 
Natonal  Bank  of  Washington  stock. 
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The  loniiH  to  Mary  K.  Ailes,  wife  (not  <lau«liter)  of  Miltim  K.  Alios,  ajr^re- 
pittHl  $8,400  and  were  secured  by  115  shares  Waithin^ton  Hallway  &  Klectrie 
pr€ferre<i  and  $1,000  Potomac  Oonsolidate<l  5  iier  cent  bonds,  havlnjr  a  market 
value  of  $10,r>00.  The  loan  to  Mrs.  Alles  was  made  entirely  on  her  indlvhhial 
account  and  on  securities  |wi"Sfmally  and  individually  owne<l  by  her. 

Now,  Senator  IIendei*son,  this  is  in  answer  to  your  question : 

Do  you  know  of  any  reason  why  this  bunk  should  not  loan  money  to  the 
I>ersons  whose  names  j'ou  have  mentioned,  so  lonjr  as  such  loans  are  kept  within 
reasonable  limitations  and  are  acUniuately  secured? 

That  was  fair,  was  it  not?  And  that  is  still,  so  far  as  I  know, 
without  answer,  except  the  kind  of  a  false  impi-ession  answer  tliat 
he  makers  in  his  public  statement. 

I  read  that  in  answer  to  your  question,  sir. 

Not  only  that,  but  I  will  show  you  another  thin^L?  he  did,  and  he 
kept  doing  it,  even  when  his  attention  was  called  to  it,  when,  if  he 
had  looked  at  his  examiner's  report.s,  he  would  have  seen  it. 

Mr.  (rlover,  who,  as  most  of  you  Senators  know,  is  a  man  of 
wealth,  always  kept  very  comfortable  balances  in  the  bank.  He  was 
a  very  rai'e  lx)rrower.  AATien  he  borrowed,  he  lx)rrowe<l  on  securi- 
ties.  No  one  has  ever  questioned  the  absolute  safety  of  tjie  bank. 
For  convenience  he  kept  two  accounts,  both  of  them  l)elon£r  to  him, 
but  one  of  them  ho  carried  for  domestic  purposes  in  his  wife's  name, 
so  that  Mrs.  Glover  could  check  directly  against  the  account  and 
pay  the  household  bills.  Mrs.  Glover's  account  might  not  have 
money  against  the  checks,  but  the  other  account  was  always  there. 
At  a  time  when  Mrs.  Glover's  acount,  on  paper,  showed  an  over- 
draft of  $6,600,  Mr.  Glover's  account,  in  his  own  name — both  of  the 
accounts  belonging  to  him — showed  a  l)alance  of  $26,000. 

In  191e3,  and  Examiner  Hann's  rejx)!!  so  showed,  there  was  what 
might  appear  to  te  an  overdraft;  and  although  he  was  told  that 
and  it  was  made  perfectly  plain  to  him,  yet  for  the  purpose  of 
creating  a  false  impression  and  for  no  other  purpose  the  comptroller 
would  write,  saying,  ''  It  is  noted  that  the  account  of  the  wife  of 
the  president  oi  your  bank  is  overdrawn  $6,600."  And  always  his 
attention  was  culled  to  the  fact  that  the  verA'  day  he  claimed  that, 
there  was  $26,000  in  the  other  of  the  two  accounts  which  Mr.  Glover 
kept  at  the  bank. 

Senator  Kkndrick.  That  does  not  seem  to  me  to  l)e  a  fair  state- 
ment. If  both  accounts,  for  instance,  had  been  carried  in  one  name, 
it  would  be  a  different  thing;  but  T  Imow  of  any  numl)er  of  husbands 
and  wives  whose  accounts  are  in  different  names  and  they  have  no 
relation  whatever.    I  think  the  witness  does. 

Mr.  HoGAN.  I  do.  Senator;  but  vou  evidently  misunderstood  when 
T  told  you  that  both  of  these  aci'ounts  were  Mr.  (ilover's  accounts 

Senator  Kkxdrick.  Yes:  but 

Mr.  HoGAN.  One  moment,  please,  sir.  Everyone  in  the  bank  knew 
tliat  the  account  that  Mrs.  Glover  checked  against  was  Mr.  Glover's 
account,  and  the  bank  examiners  knew  that  it  was  a  mere  matter 
of  convenience  and  that  the  other  account  stood  against  it.  If  it 
had  been  an  account  such  as  you  refer  to.  I  woidd  not  have  made 
tlie  statement.    I  state  the  facts. 

Senator  Kendrick.  Yes:  but  wliat  oflicial  evidence  was  there  that 
that  was  true  ? 

Mr.  HoGAN.   The  bank  examiners  were  constantly  informed  of  it 
//nr/  repoi-tec]  it  to  the  comptroller. 
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Senator  Kendkick.  If  that  held  true,  why  was  not  the  overdraft 
pi-otected  by  transfer  of  funds  ? 

Mr.  HoGAN.  That  couhl  liave  l)een  very  easily  done;  but  as  they 
constantly  knew  that  both  balances  were  there,  it  was  one  of  these 
things  that  nobody  bothered  about  doing. 

Senator  Kendrick.  Assuming  that  is  true,  suppose  that  account 
had  l)een  drawn  up  to  a  very  limited  amount ;  say  that  Mi's.  Glover's 
account  had  been  overdrawn  for  an  amount  equal  or  exceeding  the 
other.     Would  it  still  be  all  right? 

Mr.  HoGAN.  It  never  occurred,  Senator.  I  can  not  assume  a  non- 
existent thing.  I  am  only  telling  you  the  facts;  and. I  am  telling 
you  facts  which  were  made  to  the  comptroller. 

Senator  Kexdrick.  Your  statement  is  all  right,  and  undoubtedly 
truthful,  but  the  fact  remains  that  it  is  not  regular  for  one  account 
to  offset  another  in  a  different  name. 

Mr.  HooAx.  Ordinarily  that  is  true.  Senator,  but  in  this  case,  as 
the  bank  examiners  knew  and  as  the  comptroller  knew,  and  as  every- 
body in  the  bank  knew,  these  were  both  Mr.  Glover's  accounts. 
They  were  simply  kept  for  that  purpose,  and  I  call  your  attention 
to  the  fact  that  at  the  time  of  the  criticism  there  was  more  than 
$20,000  back  of  the  two  accounts.     That  is  all. 

Senator  Kendrick.  It  was  a  correction  that  Mr.  (Hover  should 
have  made  himself.  As  an  illustration,  in  my  own  individual  case, 
my  wife's  own  account  in  the  bank  has  no  more  to  do  with  mine 
than  yours. 

Mr.  HooAx.  That  is  the  diffei'ence  between  yours.  Senator,  and 
Mr.  Glover's.  If  your  case  had  been  precisely  what  Mr.  Glover's 
was  I  would  not  have  called  attention  to  the  statement. 

Senator  Kendrick.  I  insist,  however,  that  the  explanation  does 
not  prove  that  the  office  of  the  comptroller  had  any  right  to  recog- 
nize that  fact. 

The  Chairman.  What  is  the  date  of  that,  Mr.  Hogan? 

Mr.  HooAN.  The  time  he  called  attention  to  it,  sir,  was  in  the 
latter  part  of  1914.  The  last  tim^  he  called  attention  to  it,  the 
time  that  the  bank  examiner  reported  it,  was  in  October,  1914— no; 
it  was  in  1915.  the  last  time  he  called  attention  to  it. 

The  Chairman.  What  use  did  the  comptroller  make  of  that  item? 
*  ilr.  Hogan.  TTsed  it  to  make  public  conmient  on  the  fact  that 
the  account  of  the  wife  of  an  officer  of  the  Riggs  Bank  had  been 
overdrawn. 

The  Chairman.  In  what  way^  Was  it  published  in  any  way  by 
him? 

Mr.  Hogan.  Whether  he  subsequently  published  it  in  connection 
with  these  various  statements  made  at  the  time  of  the  equity  suit, 
I  do  not  know. 

The  Chairman.  It  is  not  a  very  important  matter,  anyway,  if 
you  do  not  claim  that  the  comptroller  published  that  item. 

Mr.  HcKJAN.  It  is  not;  it  is  only  one  drop  in  the  bucket  that 
makes  the  w  hole  ocean  of  this  thing. 

The  Chairman.  I  assume  that  the  comptroller  and  the  officers  of 
the  bank  knew  that  Mr.  Glover  was  good  for  his  grocery  bills. 

Mr.  Ho<;an.  You  would  never  assume  it  if  you  read  the  comp- 
troller's report  and  the  comptroller's  statements. 
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The  Chairman.  Pit)bably  he  was  liable  for  those  accounts  that 
Mr.  Glover  contracted,  whatever  they  were;  but,  nevertheless,  it 
might  have  been  a  technically  improper  way  to  keep  accounts. 

Senator  Kendrick.  Mr.  Chairman,  would  you  justify  an  over- 
draft on  any  such  ground  ? 

The  Chairman.  I  do  not  understand  that  anybody  was  attempt- 
ing to  justify  an  overdraft. 

Senator  Kendrick.  Would  the  comptroller  be  living  up  to  his 
responsibilities  if  ho  did  not  call  attention  to  that  overdraft? 

The  Chairman.  It  is  only  the  use  that  the  comptroller  made  of 
that  knowledge. 

Senator  Kendrick.  As  I  understood  the  witness,  all  he  did  was  to 
call  attention  to  it,  to  call  the  attention  of  the  bank  to  it.  Is  not 
that  the  extent  of  his  offense? 

Mr.  HoGAN.  The  report  of  the  examiner  which  showed  that  over- 
draft was  made  in  October,  1913.  It  was  customary,  and  the  regular 
conduct  of  the  comptroller's  office,  that  where  there  was  anything 
to  l)e  criticized,  as  shown  by  a  national-bank  examiner's  report,  the 
comptroller  would  write  a  letter  to  the  bank  as  promptly  as  reason- 
ablv  might  be  possible  after  the  coming  in  of  the  report. 

I'he  report  m  this  case  was  made  in  October,  1913.  The  comp- 
troller was  writing  his  animadversion  upon  that  overdraft  in  1915. 
So  that  he  was  not  calling  the  attention  of  the  bank  to  something  he 
wanted  to  be  corrected,  but  was  going  back,  as  he  went  back  as  far  as 
20  yeai"S,  to  pick  up  closed  incidents  in  order  to  make  adverse  com- 
ment upon  it. 

The  Chairman.  Just  how  did  he  call  your  attention  to  it  in  1915? 
That  is  what  I  want  to  get  at. 

Mr.  HooAN.  I  will  give  it  to  you. 

The  Chairman.  It  is  not  the  possible  impropriety  of  the  over- 
draft, but  the  use  made  of  it  by  the  comptroller  under  its  circum- 
stances. 

Mr.  HoGAN.  I  would  say  to  you  that  a  comptroller  within  a  reason- 
able period,  if  anything  was  reix)rted  by  a  national-bank  examiner, 
if  he  called  those  things,  whatever  they  were,  to  the  attention  of  the 
bank,  he  w^as  doing  an  entirely  proper  thing 

Senator  Kendrick.  He  could  do  nothing  else  and  fulfill  his  re- 
sponsibility. 

Mr,  HoGAN.  Yes;  but  when  he  is  going  back  to  1915  to  write  about 
things  in  1913,  at  least  he  is  a  little  slow,  you  would  say,  in  the  dis- 
charge of  that  responsibility. 

Senator  Frelinohittsen.  Mr.  Hogan,  did  the  practice  continue? 

Mr.  HooAN.  No,  Senator;  that  practice  did  not  continue.  I  can 
not  say,  now,  because  I  have  no  exact  knowledge  of  the  bank's 
ledgers,  that  Mrs.  Glover's  account  was  not  overdrawn  from  time  to 
time,  but  I  will  say  to  you  that  this  was  an  accoimt  by  Mr.  Glover — 
both  accounts — and  he  kept  this  one  for  convenience 

Senator  FREL,iNGHuysEN.  Yes;  I  heard  that 

Mr.  Hogan.  I  can  not  tell  you;  but  if  the  practice  had  continued 
and  was  in  existence  in  1915,  and  the  comptroller  had  then  made  it 
a  basis  of  some  of  his  animadversions,  as  the  Senator  said,  it  would 
not  have  been  a  matter  of  criticism.  But  the  point  I  am  driving 
home,  if  I  can  do  so,  is  that  in  1015 
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Senator  Fbeunohuysex.  It  is  quite  important  for  me  to  know 
whether  that  practice  continued  or  not. 

Mr.  HoGAN.  I  will  find  it  out  for  you.  Senator. 

The  Chairman.  I  assmne  that  the  ladies  have  money  in  the  bank  as 
long  as  they  have  blank  checks. 

Mr.  HooAN.  We  have  had  that  occur,  Senator. 

Senator  Frewnghuysen.  I  do  not  assume  that  at  all. 

Senator  Fletchbr.  When  they  overdraw  they  ask  for  another  book. 

Mr.  HooAN.  On  March  9, 1915,  on  that  subject,  he  says  this: 

.  At  the  time  of  this  same  examination,  October,  1013,   amon^  the  OVER- 
DRAFTS— 

Which  is  put  in  capitals — 


which  the  banis  was  carrying  was  one  of  Mr».  C.  C.  Glover,  wife  of  the  president 
or  the  bank,  of  $6,652.08. 

That  is  in  1915.  If  there  were  overdrafts  in  1915  that  were  subject 
to  criticism,  of  course,  they  should  have  received  the  criticisms.  That 
is  my  position  on  that.  Senator.  But  would  you  consider  it  reason- 
able official  expedition  if  the  comptroller  in  March,  1915,  was  calling 
attention  for  the  purpose  of  correction  of  what  appeared  in  an 
examiner's  report  in  October,  1913? 

Senator  Henderson.  Was  there  any  overdraft  of  Mrs.  Glover  in 
1915  when  that  letter  was  written? 

Mr.  HoGAN.  Not  that  I  know  of.  I  almost  assume  to  say  that  there 
was  not,  but  I  will  make  that  sure  for  you,  Senator. 

We  responded  to  that  as  follows : 

Amon^  other  things  you  say  : 

•*At  the  time  of  this  same  examination,  October,  1913,  among  the  OVER- 
DRAFTS which  the  bank  was  carryhig  was  one  of  Mrs.  C.  C.  Glover,  wife  of 
the  president  of  the  bank,  of  $6,652.03/* 

The  bank  examination  to  which  you  refer  occurred  on  October  15,  1913,  and 
affairs  relating  to  it  were  closed  by  your  office  more  than  a  year  ago.  We  liave 
reason  to  believe  that  you  have  exact  knowledge  as  to  the  status  of  this  over- 
draft, which  is  sufficient  to  relieve  of  any  just  criticism.  The  facts  w^ere  that 
Mr.  Glover  then  maintained  and  still  maintains  two  accounts  in  the  Riggs 
National  Bank,  one  in  the  name  of  Mrs.  Glover,  for  household  and  personal 
expenses,  and  the  other  a  business  account  in  his  own  name.  Both  accounts 
belonged  to  him.  On  the  day  when  this  overdraft  in  the  account  standing  in  the 
name  of  Mrs.  Glover,  amounting  to  $6,652.03  was  reported,  there  stood  to  Mr. 
Glover*8  credit  in  his  other  account  the  sum  of  $28,412.02,  so  that  treated  as 
practically  a  single  account,  there  was  no  overdraft  at  all. 

Senator  Fletcher.  Is  not  that  letter  of  1915  the  first  time  the 
comptroller  had  called  attention  to  the  overdraft  ? 

Mr.  HooAX.  Of  Mrs.  Glover? 

Senator  Fletcher.  Yes. 

Mr.  HoGAN.  I  will  answer  that  in  a  minute,  Senator.  [After 
referring  to  a  book.]     Yes,  sir. 

Now,  not  for  the  w^orld  would  I  bring  into  my  statement  to  the 
Senators  here  anything  of  a  politically  partisan  character,  but  merely 
that  you  may  see  that  that  situation  is  not  the  comptroller's  situa- 
tion, let  me  call  your  attention  to  two — one  fairly  amusing,  both 
interesting — incidents  on  that  subject. 

As  you  Senators  know,  banks  throughout  the  country  maintain 
agencies  here  in  the  city  of  Washington.    The  law  requires  that 
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banks  maintain  someone  to  represent  them  at  the  destruction  and 
maceration  of  returned  currency,  and  there  has  alwaj's  been  here 
national  banking  agencies.  The  Riggs  National  Bank  customarily 
through  Mr.  Ailes  represented  the  affairs  of  several  hundred,  if  I  am 
not  mistaken.  I  think  I  would  be  safe  and  conservative  in  saying 
as  many  as  2,000  national  banks,  at  Washington.  He  transacted 
business  which  the  National  Banking  Agency  would  transact  for 
these  correspondent  banks  throughout  the  country.  I  think  I  reflect 
upon  the  administration  of  no  Government  office,  either  now  or  at  any 
time  in  the  past,  when  I  say  that  in  the  gi*eat  routine  of  correspond- 
ence that  goes  through  a  big  office  like  that  of  the  Compti-oller  or  the 
Secretary,  necessarily  there  fre<iuently  occur  delays,  and  sometimes 
when  an  entry  might  be  sent  to  a  busy  office  and  that  entry  might 
not  be  resj)onded  to  with  that  promptness  that  in  a  less  busy  office  or 
busmess  house  would  characterize  the  handling  of  coirespondence. 
So  that  frecjuently  when  matters  of  routine  needed  to  be  attended 
to  by  banks  they  telegraphed  their  agents  here  who,  with  the  mini- 
mum of  difficultv  and  a  mininuun  of  time  could  go  into  the  Treasury 
Department  and  go  directly  to  the  person  in  charge  and  receive  the 
information  which  thev  were  entitled  to  receive  and  transmit  it  to  the 
banks.  One  bank  wrr)te  to  the  Riggs  Bank  asking  for  some  infonna- 
tion 

Senator  Fij^tciikk.  Did  the  Riggs  Bank  keep  a  man  there  in  the 
office  all  the  while? 

Mr.  H()(JAX.  Over  in  the  comptroller's  office? 

Senatoi"  FLFrnnER.  Yes. 

Mr.  H()(;an.  No,  Senator.  Have  vou  in  mind  that  ladv  who  was 
in  the  office  of  the  comptroller — Miss  Taylor? 

Senator  FYetciier.  I  do  not  know  anything  about  the  iX5i*sonnel, 
but  I  remember  something  wjis  said  that  it  had  been  the  practice  of 
the  bank  to  have  a  representative  in  the  comptroller's  office  for  some 
years,  and  that  it  had  been  discontinued  by  C  omptroller  Williams,  I 
Iwlieve. 

Mr.  H(k;an.  Yes,  sir.  That  was  another  half-truth.  I  digress 
here  in  what  I  am  looking  for  to  tell  you  the  facts  about  that. 

Senator  Flettiier.  I  did  not  know  but  that  was  the  same  agent 
that  you  had  reference  to. 

Mr.  H(KiAX.  No,  Senator.  The  law  recjuires,  absolutely  manda- 
torily reijuires,  that  national  banks  keep  a  representative  or  some  one 
to  represent  them  here  in  the  Treasury  Department  at  the  destruction 
of  retiu'ned  mutilated  national  bank  currency.  If  every  bank  kept 
a  separate  individual  heie  Nou  would  have  to  build  another  annex  on 
the  Treasury  Depai'tment,  of  course,  because  there  are  about  8,000 
national  banks.  So  that  the  banks,  to  minimize  the  expense  of  com- 
pliance with  that  requirement,  get  together  and  one  agency  will  have 
one  employee,  which  nudves  it  a  nonburdensome  thing  and  a  satisfac- 
toiy  thing  to  do.  There  was  in  the  emplov  of  these  banks,  repre- 
sented by  the  National  City  Bank  in  New  Vork,  a  Miss  Taylor.  I 
want  to  be  sure  of  her  name.  It  is  a  matter, 'now,  of  couit  record. 
Her  name  was  Miss  Lotta  M.  Taylor.  She  was  employed  by  the 
banks  to  perform  this  function. 

Just  to  call  vour  attention  to  it,  IxK'ause  I  do  not  need  to  say  it  to 
the  Senators  who  are  familiar  with  the  law.  five  times  each  vear  the 
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national  banks  are  i*equired  to  make  a  report  of  their  condition,  and 
that  report  is  public  in  its  nature,  and  not  only  is  customarily,  but 
must  under  the  law,  be  published  in  newspapers  throughout  this 
country.  Then  all  those  reports  are  sent  to  Washington,  and  any- 
one who  desires  to  get  the  statistical  public  information  which  is  thus 
required  by  law  to  be  made  public  could,  of  coui-se,  in  time  get  the 
reports  of  all  the  newspapers  of  those  8,000  banks  and  have  them  sent 
into  the  bank  and  take  on  the  rei^ults. 

The  National  City  Bank  of  New  York,  having  Miss  Taylor  em- 
ployed here  in  this  department,  where,  by  law.  she  was  not  only  en- 
titled to  be  employed  and  to  perform  her  functions  but  was  required 
to  Ik?  employed,  arranged  with  Miss  Taylor  for  a  nominal  compensa- 
tion, $540  a  year — which  1  mention  to  show  the  unimportance  of  the 
chanicter  of  the  work — and  with  the  consent  of  the  Comptroller  of 
the  Currency  abstracts  were  sent  out  of  these  absolutely  public 
statistics. 

By  courtesy  of  the  Comptrollers  and  Deputy  Comptrollers  of  the 
Currency  during  the  five  times  of  the  year  that  Miss  Taylor  made 
those  abstracts  she  was  allowed  to  use  a  desk  in  the  comptroller's 
office. 

When  Mr.  Williams  came  into  public  office  he  and  Mr.  McAdoo,  I 
l)elieve,  who  both  had  part  in  this,  discovei'ed  that  Miss  Taylor  was 
there  taking  off  these  statistics  and  immediately  there  was  issued  to 
the  public  press  a  statement  which  brought  in  the  names  of  the 
National  City  Bank,  the  Riggs  National  Bank,  and  Miltcm  E.  Ailes 
to  the  effect  that  a  woman  employed  by  these  banks  had  l)een  kept 
in  the  Treasury  Department  and  had  been  allowed  to  get  information, 
and  that  that  condition  was  no  longer  tolerated  by  those  then  admin- 
istering the  department. 

Later  on,  when  the  equity  suit  was  filed,  Mr.  Williams  put  in  his 
sworn  affidavit  the  statement  that  when  it  was  discovered  that  Miss 
Taylor  was  doing  this  work  the  Secretaiy  of  the  Ti'easury  expelled 
her  from  the  department — a  poor  little  woman  making  a  meager 
living  down  here.  The  newspapers  throughout  the  country,  prior  to 
that  time,  had  referred  to  this  perfectlj^  astounding  thing  that  the 
banks  had  somebody  right  in  the  Ti'easury,  and  this  inconspicuous 
little  clerk  was  denominated,  as  a  result  of  the  publications  given  out 
by  Mr.  Williams  and  his  chief,  Mr.  McAdoo,  the  "  Delilah  of  Wall 
Street"  in  the  public  press. 

Mr.  Williams,  as  I  say,  in  his  equity  suit,  swore  that  this  woman 
had  been  exj^elled  from  the  Treasury.  He  swore  to  that  in  May, 
191(),  and  included  as  part  of  his  return  the  affidavit  of  another  gen- 
tlenmn  who  made  the  same  statement.  When  those  statements  were 
made  we  had  no  right,  under  a  strict  rule  of  law,  to  respond  to  them 
in  the  equity  suit.  This  was  so  unfair  and  created  so  false  an  im- 
pression, and  he  knowinglv  created  it,  so  that  I  personally  insisted 
that  Miss  Taylor  deserved  lier  day  in  court.  I  thought  that  was  just 
the  ordinary  decent  thing  to  allow  Miss  Taylor  to  appear  and  testify, 
and  Mr.  Justice  McCoy  quite  evidently  agi'eed,  because  upon  my 
application  he  i>ermitted  me  to  file  in  May,  191(>,  a  year  and  a  half 
or  maybe  two  years  after  she  was  "expelled,"  as  these  gentlemen 
phrased  it,  an  affidavit  made  by  Miss  Taylor,  in  which  affidavit, 
which  is  part  of  the  public  records,  are  shown  the  facts  as  I  liave 
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There  has  been  exhibiteil  to  rae  an  exliibit  filed  in  this  case,  known  as 
Exhibit  No.  1  to  an  affidavit  made  by  one  Jumes  Trimble,  which  exhibit  pur- 
ports to  be  a  copy  of  a  communication  from  the  said  James  Trimble,  a 
national  bank  examiner,  addressed  to  the  Comptroller  of  the  Currency,  and 
<1nted  May  28,  1914,  in  wliich  the  following  statement  is  made : 

'*  Miss  Lotta  Ikl.  Taylor  was  formerly  the  National  City  Bank's  clerk  in  the 
Treasury  Building,  whose  duty  it  was  to  compile  statistics  of  national  banks 
after  each  report  of  condition.  She  is  still  employed  in  this  city  in  work 
for  the  National  City  Bank,  but  not  in  the  Treasury  Building." 

That  statement  is  false,  but  let  me  say  for  Mr.  Trimble  that  I 
<lo  not  think  it  is  intentionally  false.  That  statement  might  well 
have  been  based  upon  the  statements  which  the  comptroller  had 
pi-eviously  given  to  the  press. 

Now,  Miss  Taylor  continues : 

I  say,  on  oath,  that  the  foregoing  statement  is  untrue,  and  that  on  May  18, 
1914,  the  date  of  said  exhibit,  I  was  employed  by  the  National  City  Bank, 
not  only  in  the  city  of  Washington,  but  **  in  the  Treasury  Building,"  and  was 
then  and  am  now  on  duly  in  the  office  of  the  Comptroller  of  the  Currency  in 
said  building,  and  that,  long  prior  to  that  date,  and  ever  since  that  date,  I 
have  been  employed  by  the  National  City  Bank  not  only  in  the  city  of  Wash- 
ington, but  "  in  the  Treasury  Building." 

When  Mr.  Williams  put  that  exhibit  in  the  equity  suit  he  know  one 
of  two  things — he  either  knew  that  I^tta  Taylor  was  still  employed 
in  the  Treasury  Building  or  that  information  was  so  accessible  to 
him  that  it  is  hardly  possible  to  characterize  a  sworn  statement  to  the 
contrary  which  an  officer  of  the  Government  filed  in  court;  and, 
secondly,  if  he  did  not  know,  his  counsel  knew-  that  at  the  preliminary 
hearing  that  was  then  attracting  wide  public  attention,  as  of  right  we 
could  not  put  Miss  Taylor's  affidavit  in.  And,  Senator,  when  I 
endeavored  to  file  this  affidavit,  which  was  an  ordinary  common  piece 
of  justice  to  this  little  woman,  Samuel  Untermyer,  of  New  York, 
representing  John  Skelton  Williams,  strenuously  objected  to  its  being 
received,  and  the  court  let  it  be  filed. 

I  am  informed  and  believe  that  statements  have  lieen  made  and  flled  in 
exhibits  in  this  case,  from  which  an  inference  may  be  drawn  that  I  was 
required  by  my  employment  to  seek  and  furnish  my  employer  information  that 
It  was  not  proper  for  it  to  have,  or  whieh  was  not  of  a  public  character  and 
available  to  anyone  seeking  it.  I  say  that  never  in  my  life  have  I  furnished 
the  National  City  Banle.  or  anyone  for  it,  any  information  obtained  at  the 
Treasury  Department,  except  the  statistics  drawn  from  abstracts  of  national- 
bank  reports  which  had  long  before  I  tabulated  the  same  been  published  in 
daily  newspapers,  and  I  say  that  I  was  never  asked,  directly  or  Indirectly,  by 
the  National  City  Hank,  or  anyone  in  their  behalf,  to  tabulate,  seek,  obtain,  or 
furnish  to  it,  or  to  anyone  for  it,  any  other  Information  or  thing  whatsoever. 
The  inferences  to  the  contra r>'  which  it  has  been  sought  to  convey  in  this 
suit  and  elsewhere  are  entirely  false. 

Spe<ifieally  referrinjr  to  the  statement  contained  in  the  nlHdavit  of  Mr. 
Wiliianj  (J.  McAdoo,  filed  In  this  case,  in  which  it  is  stated,  **  Miss  Taylor 
was  a  clerk  in  thr*  employ  of  the  National  City  Bank,  who  formerly  had  an 
oflkt*  in  the  Treasury  Building,  and  whose  duty  it  was  to  compile  statistics 
of  national  hanks  after  each  report  of  condition  *  *  •  and  that  she  was 
given  facilities  for  making  advance  reports  ♦  *  *,"  I  say  that  this  state- 
ment is  misleading.  As  heretofore  .stated,  I  not  only  "  was,"  but  I  still  am  an 
employee  of  the  Nati(»nal  City  Bank,  and  I  not  only  "  formerly  "  discharged 
my  duties  for  that  bank  "  in  tlie  Treasury  Building,'*  but  I  still  do  so. 
I  deny  that  I  was  given  "  facilities  for  making  advance  reports,**  but  repeat 
that  he  said,  prior  to  the  action  taken  by  the  Secretary  of  the  Treasury  on 
April  23,  1913,  and  referred  to  by  Mr.  McAdoo  in  his  affidavit,  I  was  five 
time  «?ach  year,  after  the  publication  by  national  banks,  as  required  oy  law, 
of  their  reiM)rts  as  to  condition,  permittecl  tlie  convenience  of  using  a  desk 
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at  which  I  made  up  a  statement  of  the  flKiires  contained  in  the  reports  which 
had  been  theretofore  publishe<1.  No  other  convenience  was  ever  permitted  to 
me,  and  the  withdrawing  from  me  the  privilege  of  using  tliat  demk  and  making 
up  that  statement  simply  deprived  me  of  a  part  of  my  livelihood  and,  so  far  as 
the  National  City  Bank  is  conceme<l,  only  required  that  it  obtain  in  some  other 
way  information  which  is  obtainable  to  it  and  to  the  public  generally. 

Again  specifically  referring  to  the  affidavit  of  Mr.  John  S.  Williams,  filed  In 
tlilH  case,  and  to  page  22  of  the  printed  copy  thereof,  I  say  that  the  state- 
ment there  made,  that  I  was  expelled  from  the  Treasury  I>epartment,  is,  as 
hereiulx^fore  fully  shown,  utterly  untrue. 

Tliat  is  signed  by  Lotta  M.  Taylor  and  sworn  to  before  a  notary 
public. 

(Senator  Fletcher  having  left  the  I'oom.)  With  that,  Senator 
Fletcher  has  gone. 

That  is  the  story  upon  which  was  based  an  officially  issued  public 
statement  (fii*st,  that  the  National  City  Bank  was  receiving,  and  the 
Biffgs  National  Bank  had  an  employee  there  and  received  advance 
information,  and  upon  which  was  filed  an  affidavit  saying  that  this 
little  woman,  earning  her  livelihood  by  tabulating  what  you.  Senator, 
and  you.  Senator,  and  you,  Senator,  had  an  absolute  right  to  and 
was  public  information  which  the  law  required  to  be  published,  and 
upon  which  she  was  held  up  throughout  the  country — 

The  Chairman.  Was  that  affidavit  ever  controverted? 

Mr.  Hog  AN.  No,  sir.  It  never  was.  And  until  somebody  suggested 
a  few  moments  ago  to  Senator  Fletcher  that  he  ask  me  al)out  it,  they 
never  even  mentioned  Lotta  Taylor.  They  left  Lotta  Taylor  severely 
alone. 

I  had  not  intended  to  refer  to  that.  I  am  glad  I  have  been  asked 
about  it,  however,  because  it  was  merely  another  page  in  the  history 
of  what  you  are  now  asked  to  believe  was  coincidental  misrepresenta- 
tion. You  are  now  asked  to  believe  that  this  thing  had  absolutely 
nothing  to  do  with  the  facts,  that  Ailes  and  Flather  were  the  only 
two  national  banking  officers  who  came  before  the  Senate  Committee 
and  opposed  Williams's  confirmation. 

When  I  disgressed  at  the  request  of  Senator  Fletcher  I  said  that  I 
wanted  to  show  vou  the  ordinary  routine  things,  that  there  was 
nothing  hidden  aoout  at  all,  were  seized  upon  as  a  basis  of  verbal 
castigation,  and  also  seized  upon  in  two  instances,  one  affirmative 
and  one  negative,  to  bring  a  partisan  political  atmosphere  into  this 
correspondence. 

In  August,  1914,  the  Security  National  Bank  of  Minneapolis, 
Minn. — ^you  gentlemen  will  not  overlook  that  date — ^August  11, 1914. 
The  war  had  started.  The  stock  exchange  was  closed.  The  financial 
condition  of  this  country  was  uncertain.  Bankers  were  conserving 
their  resources ;  thej  were  getting  ready  to  meet  situations  that  might 
have  been  perilous  m  their  nature.  The  Federal  reserve  act,  that  bul- 
wark of  our  finances  during  the  war,  and  the  Aldrich- Vreeland  emer- 
gency currency  act,  which  put  the  public  on  notice  that  if  currency 
was  wanted  currency  should  be  haa,  saved  the  situation  that  would 
otherwise  have  been  financially  chaotic  and  panicky,  and  at  that  time 
national  banks  throughout  this  country  were  seeking  to  put  them- 
selves with  all  rapidity  into  the  position  of  being  able  to  meet  any 
conditions  which  might  arise. 
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Among  others,  the  Seiurity  National  Bank  of  Minneapolis,  Minn., 
telegraphed  to  the  Kiggs  Xational  Bank,  a  telegram  which  was  far 
from  having  anything  secretive  in  it,  and  Mr.  Ailes's  secretary,  Mr. 
Vass,  immediately  took  over  the  telegram  and  left  it  in  the  comp- 
troller's hands.    This  is  the  telegram: 

We  have  deposited  securities  with  local  currency  asso<!iatloii  jind  understand 
all  Aldrlch-Vreeland  notes,  already  printed  for  this  bank,  have  been  forwarded 
to  Chicago. 

Please  advice  us  whether  our  notes  are  l)ein>?  printed  and  when  they  wiH  be 
oompleteil. 

We  desire  to  secure  additional  circulation  as  speedily  as  possible  up  to 
limit  on  conunercial  paper,  which  is  $900,000. 

We  are  telej?i*aphlngj  you  thinking  can  get  information  quicker  than  through 
department. 

That  telegram  w^as  sent  over  to  the  comptroller's  office.  The  comp^ 
troller,  on  August  11,  1914,  picked  that  out,  and  he  responded: 

In  regard  to  the  claslng  paragraph  In  the  above  telegram,  you  are  respect- 
fully requested  to  inform  the  bank  from  which  you  received  the  foregoing  mes- 
sage that  they  err  In  assuming,  as  they  do,  that  the  Riggs  National  Bank  "  can 
get  information  (julcker  than  through  the  department ";  that  the  Rlggs  Nathmal 
Bank  enjoys  no  preference  or  undue  favors  from  this  ilepartment ;  and  that  you 
are  informed  by  the  Comptroller  of  the  Currency  that  It  Is  the  aim  of  this 
office  that  all  official  conuuunicatlons  and  retiuests  shall  l>e  promptly  cared  for 
in  the  order  of  their  receipt,  having  a  due  an<l  i)ro[)er  regard  for  those  which 
may  for  any  goixl  reason,  appear  to  be  urgent. 

And  now — 

I  am  quite  aware  that  the  notion  has  I)een  prevalent  in  the  past  that  the 
Rigg8  National  Bank  **  can  get  information  quicker  than  through  the  depart- 
ment," and  under  the  conditions  previously  existing  this  suppostlon  seems  to 
have  founrl  some  foundation,  but  the  banks  of  this  country  are  now  being  dealt 
wltli  by  this  office  justly,  Impartially,  and  without  regard  to  certain  Influences 
which  at  one  time,  under  another  adnmlstration,  were  so  freely  exercise<l. 

Kespe<*t  fully, 

Jno.  Skelton  WrrxiAMs, 
Comptroller  of  the  CuiTetwy, 

In  the  correspondence  that  I  read  to  you  this  morning  the  comp- 
troller referred  to  a  gratuitous  suggestion  of  the  bank.  I  now  call 
your  attention  to  the  gratuitous  slur  upon  his  predecessors. 

You  remember,  Senator  Newberry,  Lawrence  O.  Murray,  who  for 
more  yeai-s  perhaps  than  any  other  comptroller  sat  in  that  office. 
You  know"  his  high  mindedne.ss,  his  clean  American  type.  The  last 
time  I  heard  of  that  man  who  has  given  so  much  of  his  time  to 
public  service,  he  was  over  there  in  France,  away  beyond  the  mili- 
tary age,  helping  in  every  way  he  could,  in  welfare  work,  for  the 
boys  of  our  country.  You  know  him  well.  You  know  the  adminis- 
tration of  his  office. 

That  is  only  one  instance  of  the  gratuitous  slurring  chai'acter  of 
the  references  made  by  John  Skelton  Williams  to  that  honorable, 
decent,  and  clean  predecessor  in  his  office.  That  was  bringing  poli- 
tics into  it.  Now  let  me  show  you  where  he  brought,  or  tried  to 
bring  politics  into  the  situation  and  got  more  than  he  was  looking 
for,  and  adopted  this 'half-truth  method. 

The  Chairman.  Will  you  suspend  a  moment,  Mr.  Hogan? 

Mr.  Hogan.  Certainly. 

Senator  Henderson.  I  have  got  to  go,  Senator. 
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The  CiiAiKMAX.  I  kjiow:  we  will  all  have  to  fny  prvtty  -^oon.  We 
A'ill  c^intiniie  until  quarter  of  IJ.  an«l  then  adjr>um  nnti!  half  past 
•J.  if  there  i-  no  objection. 

Mr.  ll(tfi\yi.  In  the  coiir-e  of  th!>  com*-ix»n«len«-e.  as  I  said  yes- 
tenbiy,  ;roin*r  fnjin  one  .-uliject  to  another,  it  iKN-urnMl  to  the  Comp- 
trriHer  of  the  Curivncv.  Mr.  Wil!iani>,  that  ho  would  get  infonna- 
tiofi  re;rarrlin;r  loans  made  hv  the  Rig^r*  National  Bank  to  officers 
«.f  the  ^rovernnient,  .sijei-ifically  to  oflirers  of  the  Treasury  Depart- 
iiient.  lie  wa<  exceedingly  c:ii-eful  to  limit  hi>  inquiry  at  first  to 
officer-,  of  the  Treasurj*  Department  who  had  done  business  with 
I  he  Ri^g.s  National  Bank  the  preceding  10  year^.  You  &oe,  by  limit- 
ing it  to  10  year>5  or  fi-om  19<34  on,  there  wa^*  little  ix>ssibility,  ap- 
!>arently«  in  hi>  contemplation*  of  liirr  getting  the  name  of  an^'  of- 
i^er  of  the  Trea-sury  Department  wlio  liad  .served  in  that  depart- 
ment iluring  an  admini^ti-ation  of  Mr.  WilliamsV  party:  Imt  iLsing 
language  that  was  a  little  broad,  he  covered  too  nmch  territory,  and 
then   I   will  show  you  how  he  covered  up  the   fact  that  he  drew 

out 

.Senator  Kkxukick.  Mr.  diainnan.  l>efore  the  witness  ]»nK.'ee<ls  I 
would  like  to  a^k  a  question. 
The  (,'ifAiKMAX.  Certainlv. 

Senator  Kkndkk  k.  He  ha>  iiidicate<l  l>v  hi*^  .statement  that  this 
-tatement  by  the  (omptroller  in  re<rar<l  to  a  former  admini>ti*ation 
was  intenchul  to  rrHect  iii>on  the  integrity  of  that  administration.  I 
do  not  believe  that  that  naturally  follow*^,  and  I  a>k  the  witness,  is 
it  not  true  tlij»t  tliei*e  wa>  rea^m  to  believe,  as  the  comptixdler  said 
in  his  statement,  that  there  had  U^eii  opportunitie>  for  the  Kiggs 
National  Bank  to  M»cure  informati(m  more  promptly  than  through 
other  S4»urce-f     Was  not  that  stateinent  true^ 

Mr.  1I(h;an.  No:  1  *lo  not  think  so.  I  do  not  think  so.  I  will  say 
to  you,  SiMiator,  that  you  or  1  here  on  the  gi-oimd,  if  we  i-epresented 
national  banks  thniughout  tlie  country  and  went  over  to  the  proper 
ijfKcial  we  would  jtret  e(|ual  treatment.  1  assume  any  national-bank 
MgcMicy  was  treated  equally. 

Senator  Kkxdkick.  IIa<I  there  not  l>een  something  of  a  general 
understanding  throughout  the  country  among  the  banks  that  that 
was  sT)? 

Mr.  H(KiAN.  I  do  not  know.  1  can  not  answer  for  what  the  gen- 
<»ral  understanding  was,  but  1  >hould  say  no.  I  assume,  in  the 
jd)S(»nce  of  any  facts,  tliat  the  banks  in  this  country  undei'stood  the 
entire  integrity  of  the  public  officials  until  and  unless  there  was 
^x)mething  to  reflect  uiM)n  the  public  officials.  I  personally  knew  a 
man  who  was  Comptroller  of  the  Currency  prior  to  Mr.  Williams's 
taking  the  office,  and  I  knew  his  unimpeachable  cluiracter.  I  knew 
that  the  discharge  of  the  duties  of  bis  office  were  without  regard  to 
politics. 

But  what  I  call  your  attention  to.  Senator,  is  this:  He  did  not  say 

imply  that  there  was  an  understanding  that  the  Biggs  Bank  could 

get  information  more  promptly  than  other  banks,  but  he  referred 

to   influences,  as  I   read  you   a  moment   ago,  that  had  worked  to 

that  end  and  which  this  administration  had  chan,o:ed. 

Senator  Kendrick.  I  do  not  understand  that  that  was  any  reflec- 
tion upon  any  official  in  the  office.    I  do  not  think  that  is  a  reflection 
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upon  the  integrity  of  such  official.    That  might  occur  easily  without 
the  knowledge  of  an  officer  of  the  Government. 

Mr,  HoGAN.  I  have  read  to  you,  Senator,  his  language.  The  in- 
ference to  be  drawn  from  that  language,  of  course,  by  reasonable 
minds  may  reasonably  differ.  I  draw  the  inference  which  I 
have  already  given,  and  I  have  given  you  his  language,  and  if  the 
Senator  on  this  committee  can  say  that  that  language  was  not  a 
reflection,  a  direct  reflection,  on  the  predecessors  of  Mr.  Williams  in 
office,  then  those  Senators  differ  with  my  inference^ 

The  Chairman.  Is  tliere  anytliing  in  the  record  that  indicates 
any  attempt  on  Mr.  Williams's  part  to  verify  the  inference  which 
you  draw,  that  he  had  used  half  truths  and  intended  to  give  to  his 
assumption  of  office  an  integrity  that  did  not  belong  to  his  prede- 
cessors? 

Mr.  Hogan.  The  whole  record,  Senntor — 

The  (^HAiRMAN.  Did  Mr.  Williams  put  anything  in  the  record  to 
sul>stantiate  his  insinuation  that  there  had  been,  prior  to  his  assump- 
tion of  the  office  of  comptroller,  any  undue  influence? 

Mr.  HoGAN.  None  at  all — on  two  occasions  you  will  find  them.. 
One  I  have  read  to  you,  and  on  another  occasion  on  which  he  said 
that  after  Comptroller  Murray  came  into  office  the  Riggs  National 
Bank  apparently  was  allowed  to  do  what  it  wauled. 

Whenever  he  made  one  of  those  vicious  charges  against  anybody 
and  was  asked  to  state  facts — I  say  "  whenever."  Let  me  modify 
that.  Customarily  he  did  what  I  showed  you  this  morning,  and  he 
said,  "  Your  artless  incjuiry  is  appreciated." 

The  Chairman.  We  will  not  take  any  more  time  on  that  point. 

Senator  Frelinghuysen.  May  I  frame  a  question? 

The  Chairman.  Certainly. 

Senator  Frelinghuysen.  Is  there  anything  in  the  record  which 
shows  imdue  favoritism  by  previous  administrations  to  the  Brggs 
Bank  or  any  other  bank  ? 

Mr.  Hogan.  There  is  not.  There  is  nothing  upon  which  to  found 
the  statement  that  he  wrote,  and  his  writing  that  to  this  bank  was 
simply  one  of  various  things  that  he  did  in  that  way.  It  did  not 
make  any  difference.  Senator  Frelinghuysen,  what  the  subject  was. 
Invariably  he  turned  it  that  way.  All  that  was  intended  by  that 
perfectly  open  telegram  was  the  obvious  fact  that  somebody  here 
on  the  ground  could  go  right  over  to  the  Treasury  and  could  prob- 
ably get  information  more  quickly  than  if  a  commimication  was  sent 
to  the  department.  It  goes  to  the  mail  room  and  the  file  ix>om  and 
through  the  various  clerks,  and  comes  hack.  That  is  all  it  was 
based  on. 

He  wrote  to  the  bank  on  November  24,  1914 

Senator  Newberry.  Pardon  me.  This  is  a  new  topic,  I  assume. 
May  I  suggest  that  you  bring  it  up  at  half-past  2:  it  is  a  quarter  of 
12  now  ? 

The  Chairman.  The  committee  will  take  a  i^ecess  until  half -past  2 
oVlock  this  afternoon. 

(Whereupon,  at  11.45  o'clock  a.  ni.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 
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AFTERNOON  SESSION. 

The  ('011111)11166  reconvened,  pursuant  to  the  taking  of  the  recess, 
at  2.30  o'clock  p.  m. 

STATEHOT  OF  MB.  FBANK  J.  HOOAN— Besomed. 

Mr.  HoGAN.  Senatoi-s,  at  recess  I  had  read  to  you  the  charge  of 
influences  in  the  Treasury  having  favored  the  Kiggs  National  Bank, 
which  was  contained  in  the  part  of  the  letter  brought  out  by  a  tele- 
grnin  from  a  Minneapolis  bank  which  had  been  transmitted  to  the 
comptroller's  office.  This  matter  I  am  now  about  to  bring  to  your 
attention  is  not  important  except  as  indicating  what  I  have  already 
said  to  you,  the  willingness  to  bring  politics  into  the  administration 
of  his  office,  and  the  characteristic  of  suppressing  facts  when  they 
did  not  suit  him. 

Mr.  Williams,  among  other  things,  as  I  said  before,  shot  at  in 
connection  with  Riggs  Bank,  suddenly  got  off  on  the  question  not 
of  any  loans  then  in  the  bank,  not  of  anything  that  could  possibly 
affect  the  then  condition  of  the  bank,  but  on  the  question  of  whether 
or  not  the  bank  had  at  any  time  in  the  past  made  any  loans  to  any 
Secretaries  of  the  Treasury,  and,  as  I  said  before,  he  Had  in  mind 
holding  that  within  a  prescribed  period  quite  evidently  which  would 
do  no  hurt  to  one  of  our  great  political  parties.  So  he  said  to  the 
bank  on  November  24,  1914,  in  a  letter: 

You  are  now  requested  to  seud  to  this  office,  within  live  days,  a  spe<rial  re- 
port showing  all  loans  which  the  Kiggs  National  Bank  has  made,  either  directly 
or  indirectly,  at  any  time  in  the  past  10  years,  to  the  then  Secretaries  of  the 
Treasury.  Assistant  Secretaries  of  the  Treasury,  C/ompt rollers  of  the  Currency, 
and  National  Bank  Examiners,  and  memhers  of  the  families  of  these  respective 
officials,  including  all  ohligations  bearing  the  personal  indorsement  or  other 
guarantee  of  any  of  the  aforesaid  officials. 

I  will  show  you  in  a  little  while  why  I  emphasized  those  last  lines. 

Let  this  report  also  include  all  loans  made  by  your  bank,  directly  or  indi- 
rectly, during  this  jierlod,  to  men  who  had  been,  prior  to  tlie  making  of  such 
loans,  Secretaries  of  the  Treasury,  Assistant  Secretaries  of  the  Treasury, 
Comptrollers  of  the  Currency,  or  National  Bank  Examiners,  and  all  loans  nfade 
by  your  bank  to  men  who  have,  since  the  making  of  such  loans,  be<*ome  Secre- 
taries of  the  Treasury,  Assistant  Secretaries  of  the  Treasury.  Comptrollers  of 
the  Currency,  or  National  Bank  Examiners. 

It  was  in  the  last  paragraph,  while  still  limiting  it  to  those  10 
years,  that  he  covered  the  territory  which  his  subsequent  conduct 
showed  that  he  did  not  intend  to  cover,  because  the  first  name  that 
appeared  on  the  list  was  that  of  John  G.  Carlisle,  the  last  Democratic 
Secretary  of  the  Treasury  who  had  honored  that  office  prior  to  Wil- 
liam G.  McAdoo.  Twice  in  sending  these  reports  it  was  shown  that 
Mr.  Carlisle  had  negotiated  various  loans  at  the  Riggs  National 
Bank,  the  first  in  any  list  here  being  in  1897,  shortly  after  he  had 
retired  from  office,  and  we  were  told  any  loans  we  made  within  the 
10-year  period  to  persons  who  had  been  Secretaries  we  must  include. 

Not  only  that,  but,  as  I  emphasized  to  you,  he  called  for  the  cases 

in  which  they  were  indorsers  or  guarantors,  and  we  gave  them  to 

him.    We  gave  him  anything  he  called  for.    And  in  addition  to  giv- 

ing  him  Mr.  Carlisle'  loans,  that  ran  up  to  some  thousands  of  dol- 

/ars^  all  of  wbichf  as  any  other  loan  that  had  been  made  to  any  Sec- 
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retary  of  the  Treasury,  had  been  paid  at  the  time  he  made  this  call — 
in  addition  to  Mr.  Carlisle  there  happened  to  be  this  which  came 
within  his  call.  The  Secretary  of  the  Navy,  in  1911,  issued  an  order 
to  Mr.  J.  S.  Dowell,  jr.,  of  the  United  States  Navy,  requiring  him  to 
proceed  promptly  to  Germany  on  official  business — in  fact,  I  think 
he  was  to  become  the  naval  attache  of  the  embassy  there.  Mr.  Dowell 
was  in  need  of  funds  to  finance  the  expenses  which  he  had  to  ad- 
vance and  he  made  a  note  to  the  Biggs  National  Bank  for  $1,000.  At 
that  time — I  am  sure  I  am  correctly  informed — Dr.  Gary  T.  Gray- 
son, now  Admiral  Grayson,  for  so  many  years  President  Wilson's 
physician,  and  Lawrence  O.  Murray,  the  then  Comptroller  of  the 
Treasury,  were  not  only  close  personal  friends  but  they  had  together, 
jointly,  a  bachelor  apartment  in  this  city.  So  we  reported  to  Comp- 
troller Williams: 

Tlie  followiDpc  loan  is  to  be  added  to  our  statement  of  December  9,  1914,  as  a 
loan  possibly  coming  within  the  spirit  of  the  inquiry  of  the  Comptroller  of  the 
Currency  of  November  24,  1914: 

Loan  to  $1,000  to  J.  S.  Dowell,  jr..  United  States  Navy,  dated  December  30, 
1911,  payable  June  30,  1912,  Indorsed  by  Dr.  Cary  T.  Grayson,  and  repaid  In 
full  June  28.  1912. 

With  reference  to  this  loan  former  Comptroller  of  the  Currency  Lawrence 
O.  Murray  wrote  to  Mr.  William  J.  Flather,  under  date  of  December  30,  1911, 
as  follows: 

"  Deab  Mr.  Flather  :  Mr.  Dowell  of  the  Mayflower  is  going  to  Germany  by 
order  of  the  Secretary  of  the  Navy.    If  the  note  is  not  paid  by  him  or  Dr.  Gray- 
son, charge  it  to  my  account. 
"  Yours,  truly, 

"  Lawrence  O.  Murray." 

When  Mr.  Williams  came  to  publish  the  loans  of  that  character 
which  he  had  called  out,  he  deleted  from  his  publication  the  loan 
to  John  G.  Carlisle,  and  he  omitted  from  his  publication  the  loan 

Guaranteed  by  Lawrence  O.  Murray,  although  it  has  been  called  out 
y  him,  and  you  may  draw  the  conclusion  as  to  whether  he  did  not  do 
that  because  of  Dr.  Cary  T.  Grayson's  name  as  an  endorser  on  that 
loan,  and  because  of  the  position  that  Cary  T.  Grayson  then  held. 

And  again,  following  his  characteristic,  he  saved  himself  by  what? 
Having  called  out  all  loans  to  all  persons  who  had  been  Secretary, 
and  not  wanting  to  disclose  the  fact,  as  I  say,  that  the  last  Demo- 
cratic Secretary  of  the  Treasury  prior  to  Mr.  William  G.  McAdoo 
entering  into  tlfiat  office  was  the  first  name  on  that  list,  a  perfectly 
honorable  place  for  it  to  be,  he  put  in  the  press  and  he  put  in  the 
equity  suit  and  he  put  in  this  record  of  the  hearings  held  by  this 
(X)mmittee  last  February  a  list  of  loans  made  to  Secretaries  and 
former  Secretaries,  and  in  order  to  get  away,  as  I  say,  from  the  omis- 
sion of  Carlisle's  name  he  added  the  words,  "  Loans  to  Secretaries  of 
the  Treasury,  Assistant  Secretaries  of  the  Treasury,  Comptrollers  of 
the  Currency  and  national  bank  examiners  while  in  office."  And  he 
starts  with  Leslie  M.  Shaw. 

That  thingj  if  it  stood  alone,  would  not  be  important.  Senators 
can  draw  their  own  conclusions  with  respect  to  it  as  a  whole. 

Mr.  Williams  has  put  in  the  record  here  a  statement  the  substance 
of  which  and  the  inference  drawn  from  which  is  that  the  Riggs  Na- 
tional Bank  habitually  made  excess  loans.  He  put  that  in  his  affi- 
davit filed  in  the  equity  proceedings  when  the  bank  sued  him.  He 
distributed  that  to  the  press  in  many  of  his  statements,  and  Vv^  x^ 
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cun-ed  to  that  in  the  so-called  decision  of  his  rendered  on  June  21^ 
1916,  when  he  was  rechartering  the  bank. 

Here  was  the  situation,  as  he  knew,  as  to  the  excess  loan  proposi- 
tion, and  all  that  there  was  in  it.  Prior  to  June,  1906,  under  the 
provisions  of  the  National  Bank  Act  then  in  force,  a  national  bank 
w\is  pix)hil»ited  from  lending  to  any  one  bori'ower  a  sum  in  excess  of 
10  per  cent  of  its  capital.  There  was  no  penalty  in  respect  to  excess 
loans,  except  that  directors  who  approved  a  loan  of  over  10  per  cent 
of  the  capital  would  naturally  be  liable  to  their  bank  in  the  event  that 
there  was  any  loss  incurred  on  such  a  loan. 

That  law,  which  was  passed  in  the  early  days  of  national  banks  in. 
this  country,  which,  as  I  remember,  started  in  the  sixties,  overlooked 
entirely  the  surpluses  of  national  banks.  If  a  national  bank  had  a 
million  dollars  capital  and  $2,000,000  unimpaired  surplus  it  could 
not,  under  the  law,  lend  more  than  $100,000  to  any  one  person,  no 
matter  what  the  collateral  was,  no  matUu*  what  the  standmg  of  the 
pei-son. 

It  was  well  recognized  that  that  was  a  very  stringent  pix) vision  of 
law,  and  the  law  came  to  be  looked  upon  as  admonitory  in  its  char- 
acter, rather  than  as  mandatory,  and  it  had  become  for  yeai*s  largely 
a  dead  letter.  Nevertheless,  the  predecessors  of  Mr.  Williams  in  office 
custonuirily  called  attention  of  national  banks  to  any  criticism  in  the 
way  of  violation  of  the  law  or  unsafe  pnictice.s,  or  anything  that  was 
criticized  by  national  bank  examiners,  and,  as  I  saj^  so  general  was 
this  so-called  excess  loan  technical  violation,  that  the  comptroller's 
office  had  printed  blanks  upon  which  to  call  attention  to  it.  And 
from  1890  to  1900,  the  fii'st  10  years  of  our  existence  as  a  national 
bank,  after  each  national  bank  examination  we  received  from  the 
Comptroller  of  the  Currency  a  list  of  the  excess  loans,  dii-ecting  our 
attention  specifically  to  them,  which  list  I  do  not  remember  the 
exact  figure  of,  but  10,  12  and  sometimes  as  many  as  15,  persons  were 
on  it.  In  each  pase  attention  was  called  to  the  standing  of  the  pei*son 
and  the  character  of  the  collateral. 

It  may  be,  and  I  am  ready  to  concede,  that  however  stringent  that 
provision  of  the  law  might  have  been,  however  purely  admonitory  it 
was  regarded  as,  however  a  dead  letter  it  might  have  become,  it 
nevertheless  wjis  the  law,  and  the  banks  might  well  have  been  sub- 
jected to  proper  criticism  and  proper  directions  for  violating  it.  But 
in  1900  the  Congress  passc»d  a  law — the  date  of  which  I  think  is  June 
22,  1900 — which  provided  that  thereafter  national  banks  could  lend 
up  to  10  per  cent  of  their  combined  capital  and  surplus,  provided 
that  such  loan  in  no  cast*  should  exceed  30  per  cent  of  its  capital,  a 
recognition  by  the  Congi'ess  of  the  unbusinesslike  and  impracticable 
condition  of  the  law  as  it  then  stood. 

Senatoi-s,  from  1900  to  the  day  of  the  rechartering  of  the  bank — 
or,  to  make  the  statement  fairer,  from  1906  to  the  date  when  Williams 
started  his  crusade  in  1914,  a  period  of  eight  years — the  bank  never 
had  any  loan  that  could  be  charjicterized  as  an  excess  loan.  There 
was  never  alleged  to  be  a  violation  of  the  provisions  of  the  act  of 
June  22,  1906.  Nothing  had  occurred  prior  to  June,  1906,  that  could 
possibly  relate  to  or  affect  the  condition,  the  solvency,  the  business  of 
the  Biggs  IJank  in  1914.  And  yet  over  and  over  again  m  his  corre- 
spondence,  and  in  his  public  statements  af terwarfs,  and  in  the  state- 
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ments  he  puts  in  this  hearing,  he  calls  attention  to  that  as  a  violation 
of  the  law  by  the  bank,  and  endeavors,  in  coupling  it  up  with  things 
which  existed  in  1914,  to  bring  that  forth  as  a  justification  of  what 
he  was  doing  in  1914  with  respect  to  things  that  liad  ended  in  1906. 
Comment,  I  respectfully  submit,  is  unnecessary. 

The  Chairman.  Can  you  point  now  to  any  single  conmnmicatiou 
that  he  published  in  which  he  called  attention  to  that  fact? 

Mr.  HoGAN.  Yes,  sir;  in  your  hearings  here  you  will  find,  in  a  com- 
munication of  June  21, 1916,  to  the  bank,  he  gives  a  chapter  to  that.  He 
also  has  put  in  here  everything  he  filed  in  the  ecjuity  suit,  and  you  will 
find  in  there  that  he  gives  a  chapter  to  it. 

Let  me  tell  you  something  about  what  he  calls  real  estate  loans. 
I  have  already  described,  at  greater  length  than  I  should  have,  in 
view  of  the  patience  of  the  members  who  have  attended  these  hear- 
ings, the  practice  of  Kiggs  &  Co.  in  making  real  estate  loans,  and  I 
have  said  that  the  record  shows  that  at  no  time  after  its  organizati(m 
did  the  Riggs  National  Bank  make  a  real  estate  loan.  But  the  Kiggs 
National  Bank  did  make  loans  to  individuals  upon  their  personal 
notes  and  took  from  those  persons  notes  which  were  secured  on  real 
estate. 

The  Comptroller  of  the  Currency  from  1S96  to  1909  called  atten- 
tion to  such  loans,  and  was  always  advised  of  the  conditions  under 
which  they  were  made.  On  January  11,  1910,  four  years  before  the 
advent  of  Williams,  by  a  general  order  to  national  bank  examiners 
from  the  office  of  the  Comptroller  of  the  Currency,  signed  by  Law- 
rence O.  Murray,  the  comptroller's  office  admitted  that  it  had  been 
in  error  with  regard  to  the  law,  and  recognized  the  doctrine  of  the 
United  States  Supreme  Court's  decision  in  the  case  cjf  the  National 
Bank  v.  Matthews  (98  U.  S.  R.,  621),  which  held  that  when  the 
loan  was  not  a  direct  loan  on  real  estate,  the  mere  fact  that  a  bank 
took  a  real  estate  note,  which  one  of  you  Senators  owned,  as  collateral 
security  for  that  note  was  not  within  the  prohibition  of  the  law. 
And  the  bank  examiners  were  told  by  that  order  to  hereafter  omit 
from  their  reports  of  conditions  comments  on  loans  of  that  charac- 
ter; that  in  any  case  where  there  was  a  direct  loan  on  real  estate, 
or  cases  of  that  kind  to,  of  course,  report  them. 

From  1910  down  to  the  time  Williams  came  into  the  comptroller's 
office,  no  Comptroller  of  the  Currency  and  no  national-bank  exami- 
ner, so  far  as  was  brought  to  our  attention,  made  any  adverse  com- 
ment on  loans  which  were  secured  by  real  estate.  The  comptroller 
had  admitted  that  his  previous  comments  were  in  error.  Any  law- 
ver  knows  his  previous  comments  were  in  error,  and  vet.  Senator 

cLean,  in  the  same  document  I  have  called  attention  to,  issue<l  in 
1915  and  1916  by  John  Skelton  Williams,  are  given  the  real  estate 
loans,  and  the  reader  is  led  to  l)elieve — and^  in  fact,  it  is  said — that 
these  real  estate  loans  were  made  in  violation  of  law.  If  he  knew 
the  law,  his  statement  was  false.  If  he  did  not  know  the  law,  he 
was  incompetent  for  his  office. 

One  of  the  most  misleading  of  the  things  that  this  nmu  persisted 
in  doing  was  misrepresenting  the  character  of  loans  which  he 
called  "dummy  loans"  made  by  the  bank.  The  expression  "dummy 
loans"  carries' with  it  a  most  sinistei*  meaning  to  the  average  man 
and  to  all  right-thinking  pei-sons.     When  there  is  a  desire  to  con- 
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ceal,  for  fraudulent  or  wrongful  purposes,  the  real  borrower  of 
money,  and  to  escape  liability,  dummies  are  substituted  for  the  real 
parties,  and  such  practice  would  be  subject,  properly,  to  condemna- 
tion and  criticism.  I  will  first  state  the  facts  and  then  show  you 
his  comments,  because  his  comments  came  after  he  knew  the  facts 
of  one  of  the  so-called  dummy  loans,  which  is  a  characteristic 
example. 

Mr.  Glover,  because  he  w^as  so  long  recognized  as  being  one  of 
the  safest  advisers  of  investments  in  this  community,  because  he  has 
that  unique  distinction  of  being  a  man  who  has  made  loans  on  real 
estate  which,  so  far  as  I  now  know,  never  resulted  in  a  penny's  loss 
of  principal  or  interest,  has  in  large  part  the  control  of  the  funds 
of  that  splendid  institution,  the  Corcoran  Art  Gallery,  established 
by  W.  W.  Corcoran,  and  that  magnificent  charitable  organization, 
the  Louise  Home,  established  also  by  Mr.  Corcoran  in  honor  of 
his  deceased  daughter,  Miss  Louise  Corcoran,  and  other  insti- 
tutions. Also,  Mr.  Glovar  is  repeatedly  asked  for  ad^nce  wuth  i"e- 
spect  to  the  safest  sort  of  investments  for  a  very  large  clientele  of 
saving  people,  of  widows  and  women  who  have  a  great  deal  of 
money,  of  whom  we  have  several  thousand  depositoi's  at  the  Biggs 
Bank.  For  that  reason  it  has  alwavs  been  the  rule  in  this  com- 
munity  for  a  large  number  of  persons  to  apply  to  Mr.  Glover  either 
for  loans  or  for  the  purchase  of  notes. 

Some  years  ago  there  was  constructed  in  this  city  a  splendid  office 
building  known  as  the  Navy  Annex,  or  the  Navy  Office  Building, 
now  occupied  under  lease  by  the  United  States  Government.  The 
first  mortgage  on  that  building,  the  equity  in  which  made  it  an  ex- 
ceedingly attractive,  safe,  splendid  investment,  amounted  to  $86,500. 
These  various  institutions,  like  the  Corcoran  Art  Gallery  and  the 
Louise  Home,  were  not  in  funds  at  the  time  to  take  up  this  very 
desirable  character  of  investment,  when  it  came  to  Mr.  Glover's  at- 
tain tion  that  the  investment  couhl  be  taken  by  him,  and  thereafter 
given  to  his  clients  or  those  whose  investments  he  was  watching 
out  for. 

Therefore,  on  one  day  when  this  matter  came  up,  of  coui*se  the 
bank  could  not  and  would  not  make  the  loan  on  the  real  estate,  and 
Mr.  Glover  decided  to  take  the  loan  himself.  He  had  at  that  time, 
as  I  recall  the  figures,  in  the  vaults  of  the  bank  belonging  to  him- 
self, securities — stocks  and  bonds — ^having  a  value  of  about  $2,000,- 
000.  He  directed  Mr.  Nevius,  one  of  the  tellei-s  or  lx>okkeepers  of 
the  bank,  to  obtain  from  his.  Glover's,  collateral,  enough  securities 
to  properly  collateral  a  loan  of  $86,500,  and  left  with  Nevius  the 
making  of  the  details  of  this  transaction.  Nevius  got  $115,000  worth 
of  Mr.  Glover's  securities  out  of  the  vault  where  Mr.  Glover  kept 
them.  He  then  made  a  collateral  note  which  he,  Nevius,  signcnd. 
He  attached  to  it  and  pledged  for  it  Glover's  $115,000  of  securities. 
These  are  undisputed  facts.  The  $86,500  borrowed  on  that  note, 
collateraled  to  the  extent  of  $115,000,  were  used  to  buy  those  real 
estate  notes.  In  the  course  of  a  very  brief  period  of  time  those  notes 
were  bought  from  Mr.  Glover.  The  $86,500  note  which  had  been 
signed  by  Mr.  Nevius  and  collateraled  by  Mr.  Glover's  securities 
was  paid,  principal  and  interest,  to  the  bank,  and  the  securities  re- 
farnecl  to  Mr.  Glover,    (^nl  of  Umt  faci  wo  get  this  from  the  Comp- 
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troller  of  the  Currency — out  of  those  facts,  gentlemen,  after  they 
were  all  made  known  to  him  in  detail : 

It  should  be  noted  that  in  the  opinion  of  this  office  no  excuse  has  ever  been 
given  for  tlie  action  of  your  president  in  getting  $86,500  of  money  from  the 
banlj  without  the  Itnowledge  of  its  directors  as  to  tlie  real  borrower,  on  a  note 
signed  by  the  assistant  paying  teUor  of  the  bank — salary,  $2,100 — for  the  use 
of  his — C.  C.  Glover's — personal  real  estate  deals  or  transactions.  The  state- 
ment that  the  re:il  estate  notes  arising  from  the  deal  might  be  sold  to  a  cus- 
tomer or  customers  of  the  bank  and  thus  "  accommodate  "  such  customer  does 
not  relieve  this  **  dummy  *'  or  concealed  loan  of  odium.  The  practices  which 
appears  to  have  been  in  vogue  in  your  bank  for  some  years  past,  for  the 'officers, 
or  junior  clerks  of  the  bank  to  borrow  its  funds,  sometimes  in  their  own  name 
and  sometimes  in  the  name  of  "  dunmiies "  and  sometimes  AS  "  dummies " 
for  others,  on  si>eculative  stocks  and  bonds,  is  unbusinesslike,  sets  a  very  bad 
example  to  the  bank's  other  employees,  and  is,  in  fact,  THOROUGHLY  REP- 
REHENSIBLE AND  CAN  NOT  BE  TOO  STRONGLY  CONDEMNED;  not- 
witlistanding  the  fact  that  your  president,  as  late  as  January  11,  1915,  refer- 
ring to  the  $86,500  of  money  borrowed  by  him  in  the  name  of  the  paying  teller 
of  the  bank  said,  when  being  examinetl  under  oath,  "  I  DID  NOT  SEE  ANY 
REASON  WHY  IT  SHOl'LD  NOT  RE  DONE  IN  THAT  WAV";  and  again 
on  March  5,  1915,  after  he  had  had  opportunity  of  reflecting  ujwn  his  con- 
duct, made  the  following  statement:  "I  DID  NOT  CONSIDER  I  WAS  DOING 
ANYTHING  WRONG/'  indicating  an  ethical  standard  which  is  not  consistent 
with  the  recognized  conceptions  of  sound  banking. 

Now,  bear  in  mind,  gentlemen,  what  this  whole  community  knows 
about  Mr.  (ilover's  standing,  his  record,  and  his  wealth,  and  then 
listen  to  this,  in  an  official  communication  from  a  comptroller : 

Such  practices  are  sometimes  attended  with  direful  consequences  to  employees 
as  well  as  to  the  bank  whose  funds  are  being  jeopardized,  as  the  following  press 
dispatch  relating  to  the  tragic  fate  of  a  receiving  teller  in  a  Cleveland  (Ohio) 
bank  whose  borrowings,  $775,  were  insignificant  as  compared  with  the  loans  to 
your  offKjers  and  emi)loyees,  pathetically  ancT  clearly  shows: 

**  Cleveland,  March  18. 

**  Bertram  O.  Hill,  38,  receiving  leiler  at  the  Cleveland Bank,  shot  and 

instantly  killed  himself  to-day. 

**  Shortly  before  his  suicide  Hill  received  a  letter  from  a  Pittsburgh  bank  re- 
minding him  payment  was  expected  Friday  of  his  note  for  $775. 

The  invitation  to  commit  suicide  was  not  accepted. 

Senator  Henderson.  In  what  hearings  does  that  testimony  appear? 

Mr.  HoGAN.  That  does  not  appear  in  a  hearing.  That  is  the  corre- 
spondence I  have  called  attention  to  already.  I  think,  Senator  Hen- 
derson, this  also  appears  in  the  bank's  bill  in  the  equity  proceedings. 

The  Chairman.  Mr.  Williams  wants  the  date  of  that  letter. 

Mr.  HoGAN.  March  30,  1915.  That  is  the  letter  in  which  he  im- 
posed the  $5,000  fine,  and  specifically  told  us  that  that  was  in  addition 
to  all  the  other  penalties. 

Senator  Henderson.  Have  you  the  hearings  there  taken  last  Feb- 
ruary ? 

Mr.  Hogan.  The  hearings  before  the  bank  examiners? 

Senator  Henderson.  No;  before  the  Banking  and  Currency  Com- 
mittee. 

Mr.  Hogan.  They  are  here;  yes,  sir;  and  I  am  coming  to  those  in 
due  course,  Senator. 

May  I  break  here  for  a  moment,  because  I  have  borrowed  these  files 
of  newspapers.  The  chairman  of  the  committee  asked  me  if  I  would 
refer  in  this  record  to  the  dates  that  I  told  about  circulating  the  re- 
port that  Miss  Lottie  Taylor  had  been  barred  from  the  Treasury  De- 
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partiiieiit.  On  ilie  eveniiifi  of  Wedne.s<lay,  April  ^-S.  rjl8.  the  state- 
ment wa-  ^ivon  out  at  tlie  Trea^iin*  Departnient  and  the  newspapers 
of  Thnrsflay.  Ai)ril  '24,  11^13,  rarrietl  tht*  story.  It  is  found  in  a  file 
4»f  t!if  \Va-lnn*:ton  Post,  i-sue  of  April  24.  1013.  on  pa|?p  3.  The 
5?tateiiu*nt  «riwn  out  i>  as  follows: 

Iii  a  fiirinnl  M:tieiji«'iii  IjiM  iiiiili:  Se-ri'i;iiy  McAiJih.*  :i:iU'<uiKv«i  ilmt  he  Imil 
Itn.tliiliiU'fl  til**  prjH-iit-**  »»f  aliowiiiL'  a  n*i»rvs<iiiaiiw  nf  ihf  Nati<*iuil  City  Bank 
of  New  York  in  i»<-»-ui«y  a  ♦h'^k  in  thi*  Miih-e  t*f  iho  <'««mi»tn»ller  «»f  iIm»  Cnrrency 
t4i  iiiUiiiiU*  iiiinriuaiitiii  fiiilnwin;:  calls  f<*r  statt'iia-iiTs  ••!  •'■•iMliili*ii  ff  iuiti«mal 
tjauks.  Tliiff  ac-Tion.  the  ScH'iviary  sstiil.  was  the  result  **f  an  invest! ipitiiin  of 
re|i<>rts  tbat  ceriaiii  tmiiks  uiaiiitaineil  |*rivate  eiiipl(*>«rO!f  iu  the  Treasury  De- 
partment f«ir  the  iiur|R.se  of  rej^jriiii;:  to  them  nn  the  husir.<-s«  of  the  departmenL 
The  repnt^'iitative  of  the  Nutioiial  City  Vmnk  is  iliss  I^ntie  Taylor,  who  for 
nejirly  JO  yejirs  has  Im*^»ii  employe  1  l»y  >filti*n  E.  Ailes.  h»cal  ageut  of  the  bank, 
to  make  n*iniiar  visits  to  the  tloiuirirueut  tn  i^impile  in  format  ion.  Mr.  A  lies  last 
ui;;ht  any  out  a  stati'ment  itiat  Mi<^s  Taylor  Imd  ohtaiued  only  statistical  in- 
fonnatioii.  that  was  ac-r.-essible  t(*  the  pufilic  ;;enerany.  am]  that  there  hrd  l^een 
notliiii;;  iiiiprofjer  iu  her  work,  lie  saiil  if  slie  iij««h1  a  lU-sk  It  was  simply  !>e- 
eaus^  she  i*«»ulil  iii»t  write  standing  up. 

The  (/iiAiKMAx.  I  -iijjr|Lre<t  that  it  is  not  ne  et?sarv  for  you  to  read 
all  of  that  artirle  into  thv»  r»*  ord.  I  would  like  to  have  voii  identify', 
a>  you  have,  that  parti*  ular  publication,  and  if  you  have  any  other 
puhliration  I  wi>h  you  W4»uld  identify  that. 

Mr.  IIoGAN.  Yes. 

The  ('iL\ri:MAN.  And  then  Mr.  AVillianis  will  l>e  iX'rniittc<I  to 
contradict  your  statement  in  any  way  he  sees  fit. 

Mr.  II<.GAX.  Tn  their  summary  you  will  find  that  this  action  of 
expelling  Mis«  Taylor  from  the  Treasury,  when  she  was  not  ex- 
pelled, is  characterized  as  the  severance  thereby  of  the  pipe  line  from 
the  Treasury  to  Wall  Street^  And  it  result e<l.  as  I  say,  in  an  attack 
on  ifis^  Taylor,  in  which  she  was  publit-lv  denounce<l  as  the  Delilah 
of  Wall  Street. 

I  called  your  attention  this  morning.  Senatois,  to  the  fact  that 
after  this  correspondenr  e  had  lK»en  going  on  for  some  little  time  the 
dir»-Ctoi>  of  the  bank  took  a'  tion  and  addi-e^sed  Mr.  Williams  some 
communications.  Consistent  with  the  practice  which  I  will  show 
you  later  has  heroine  a  habit  with  Mr.  AA'illiams.  the  directors  then 
<*ame  in  for  their  share  of  attack. 

The  national  bank  act  pres/ribes  the  qualifications  for  directors 
of  national  banks  to  be  that  they  shall  hold  at  least  10  shares  of 
stock  in  a  national  bank.  .Vn  cjath  prescribed  by  law  qualifying  the 
directors  states,  among  other  things,  that  the  director  has  the  number 
of  shares  required  unhypothecate<l. 

On  Xevember  23.  1914.  Williams  wrote  the  bank  calling  attention 
to  that  oath  and  saying: 

I  rejm*t  U*  hn\*'  m  «ilvis4*  ynu  ihat  I  hav**  i'eas<»ii  it»  lielieve  that  Iii  a  number 
of  eases  the  oaths  f-ontaineil  in  the  aforesaid  ciMtitii'ates  have  been  violate*!  and 
that  the  d«»rla rations  in  tht'se  certificates  in  certain  mses  were  false. 

On  Deceml)er  20,  1J»14.  Mr.  AVilliams  again  wrote  the  bank: 

In  my  letter  to  y<»u  of  N<»vem»)er  2;^.  lt»14,  I  told  you  that  I  res^retted  to  have 
to  advise  you  that  I  had  reasim  to  l»elieve  that  in  a  numlH^r  of  cases  the  cer- 
tificates or  forms  of  oaths,  which  had  been  solemnly  sworn  to.  from  year  to 
y(»ar  for  s(?veral  years  past  by  the  dIre<'tors  of  your  bank  in  taking  their  oaths 
as  ilireetors  had  btvn  violatJnl  and  thai  ihe  declarations  in  tliei«e  rertifi^ratm 
in  ci»rtaln  (•ases  were  false. 
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There  were  somewhere  between  1;")  and  20  men  on  the  directorate. 
They  were  called  upon  to  respond  to  this  under  oath.  They  all,  as 
far  ns  I  am  advised,  did  respond.  One  of  them,  Mr.  Frank  Henry, 
the  proprietor  of  Thompson's  Dru^  Store  in  this  city,  a  man  of 
excellent  standing,  st-ated.  in  his  rer^ponse,  that  this  was  the  first 
time  he  had  really  looked  at  that  recjuirement  of  the  oath,  and  that 
the  Rig^  Bank  stock  that  he  owned,  in  connection  with  other  se- 
curities lie  had,  was  in  a  local  bank  as  collateral  for  one  of  his  loans — 
I  believe  in  the  Union  Trust  Co. — and  he  stated  that  he  recognized 
that  his  failure  to  have  10  shares  of  that  stock  unhypothecated  dur- 
ing the  time'  he  was  director,  tvom  1912,  showed  carelessness  on  his 
part  in  that  regard,  and  he  frankly  admitted  the  fact^  No  other 
director  failed  to  reply  and  no  other  director  at  any  time  did  not 
have  the  amoimt  of  stock  required  by  law^  unhypothecated.  Al- 
though John  Skelton  Williams  in  those  two  coinmimications — and 
he  brought  those  things  afterwards  into  this  record,  as  you  will  see — 
declared  that  he  had  evidence  that  in  a  numher  of  cdnes  the  directors' 
oaths  were  false,  and,  although  in  his  affidavit  in  the  equity  suit  he 
mentioned  that  the  only  case  he  uncovered!  was  the  unfortunate  case 
of  Mr.  Henry,  to  this  day  he  has  neither  substantiated,  may  I  say, 
that  slanderous  statement  regardin<r  the  directoi^s.  nor  has  he  l)een 
manly  enough  to  withdraw  it. 

We  had  among  the  directors  one  of  the  most  sj^lendid  men  that 
ever  ornamented  the  bar  of  the  District  of  Columbia  or  of  the 
United  States,  K.  Boss  Perry.  He  not  only  was  a  director,  but  was 
general  counsel  of  the  bank,  a  man  so  scrupulous  of  his  personal 
and  professional  honor  that  it  was  a  beautiful  thing  even  to  know 
him.  Mr.  Perry  responded  to  the  comptroller's  statement  and 
brought  forth  this  on  December  29^  1014: 

It.  Ros.s  Terry  states  tbat  \\\Mm  the  dates  <m  which  he  took  the  oath  of  office 
as  director  in  the  years  1912,  1913,  and  1914,  lie  owned  in  his  own  right  cer- 
tiilcate  No.  214  for  31  slmres  of  stociv  not  liypotliecated  or  pledged  as  security 
for  debt. 

Please  rininest  Mr.  Perry  to  inform  this  office,  nnder  oath,  whether  since 
taking  his  oath  of  offlce  as  director  in  1912,  he  has  at  any  tiipe  pledged  more 
than  21  of  the  31  shares  of  stock  ownied  by  him,  and.  If  so,  for  what  periods 
such  stock  was  ple<lged,  assigned,  or  hypothecates! . 

There  was  not  the  slightest  evidence  or  intimation  that  Williams 
had  or  could  have  had  that  Mr.  Perry  had  ever  pledged  any  of  his 
stock  or  21  shares  of  his  stock  or  more  than  21  shares  of  his  stock. 
But  Mr.  Perry  as  general  counsel  for  the  bank  was  guiding  the  offi- 
cers in  this  correspondence.  That  is  why  he  fell  under  that  inquir- 
ing slur.     Mr.  Williams  continues: 

nirector  I.ahrot,  in  his  letter  of  December  S.  says: 

*•  Certificate  of  stock  that  I  own  is  No.  SOI  for  10  shares  of  Rlggs  National 
Bank.  To  my  knowledge  no  provision  of  the  oath  that  I  made  as  a  director 
has  ever  been  broken.     I  regard  as  fnls<»  any  statements  to  the  contrary." 

Williams  says: 

This  <loes  not  answer  the  (luestion  to  which  he  was  requested  to  reply. 
Please  a.sk  Director  Labrot  to  inform  this  office  specifically  and  under  oath 
whether  certificate*  No.  801  for  10  shares  of  Rlggs  National  Bank  stock  was 
owned  by  him  "  not  hypothecated  or  in  any  way  pledged  as  security  for  any 
loan  or  debt "  upon  tlie  date  on  which  he  first  took  hl»  oath  as  director  of 
the  Rlggs  National  Bank  ainl  at  all  subsequent  periods. 
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Anrl  fiK*re  lf»  the  .raine  f-ffei.-t  rii;it  I  wrili  n»^  weary  you  with,  based 
upT/n  a^>s^;Iiitely  nothing  exrept  rhnt  x}ii:  ♦lirecTor-  h;nl  bad  the  temer- 
ity to  rakfr  tl:»;  mair»*r  up. 

(r^t'inf:  away  froin  the  «Iir*-<-foi>.  Mr.  William^  f«>r  a  time  harped 
on  UnnjiA  to  women.  We  were  \er>-  proiiil  of  our  women  depositors. 
We  had  .^ome  2,SW  of  them.  There  is  a  bank  in  Xew  York,  that 
perhaps  you  .Senators  know,  which  almo?<t  exclosirely  devotes  its 
bu.simjSH  to  women,  the  Fifth  Avenue  Bank.  Washin^on  is  fortu- 
nate in  having  a  eompanitively  iar^re  number  of  verj'  wealthy  ladies. 
Any  eommiinity  i.s  fortunate  in  having  a  large  niimi)er  of  ladies 
amonpf  its  meifiF>enihip.  and  we  were  told  by  Mr.  William-s: 

I  fln«l  in  y*mr  li.^i  of  U»rTiixvMr'^  of  iC>.«iiit>  nr  rn«»iv  th*»  lutm^s  tif  s»*i*Ae  40  or 
.VI  \i/)m^n  fri  whom  fti*'  KliSi:^  Nnrional  Hank  Mitii^iirTf  i*i  U*  U-mlin^  approxi- 
marHy  *I,<iiHMHio.  pfiu;!!  f!raftu-;»ny  t»i  rh»?  entire  •^ipital  tif  the  bank«  on  bonds 
and  Htttf-kA,  umuy  of  th^m  of  a  liii^bly  :<i>*^iilarive  t*r  «t«mlicfiil  cluiracter.  Some 
of  thf^¥f  Um^u-i  arf  IradKpiately  mar^rine*!.  ami  few,  or  nont*,  of  rhesv  borrowers 
rjirry  any  *\f^fr*\t  halamvn  with  the  Ri^gs  National  Bank. 

The  Chairman.  Mr.  William^  would  like  the  date.  You  did  not 
^ive  the  date  and  the  page  of  that  letter. 

Mr.  Ihffi.ss.  I  will  give  it  to  him.  July  14,  1914.  If,  as  Senator 
Kendriek  >.o  properly  .sugge5!te<l  this  morning,  reports  to  the  comp- 
troller woulff  show  that  any  loans  were  improperly  mar^ned  or 
improjKirly  collateraled  or  unsafe,  it  was  not  only  the  right,  but 
certainly  it  was  tlw;  duty  of  the  comptroller  to  bring  that  to  the 
attention  of  the  offending  bank.  That  is  the  way  to  safeguard  a 
bank.  But  j'ou  notice  no  reference  to  any  loan  here,  except  the 
general  statement  as  to  all  loans  to  women  deix>sitors.    We  responded: 

Animi^  th»'  (le|N»Mit<»rs  and  rnstoniers  of  the  Ui^gs  National  Bank  are  over 
2^J0  women,  nn  fo  many  of  whom  thHr  tinanclal  standing  is  of  tbe  highest, 
and  fhM  ni<>r»?  fart  that  they  are  women  ought  not  to  bar  them  from  such 
aerYinimrxlatioiiM  at  this  bank  as  we  ordinarily  extend  to  men  of  equal  financial 
resiKinMibUity.  This  is  especially  true  in  view  of  the  fact  that  the  law  of  the 
District  of  iUAmuh\a  n'cognlzes  the  separate  property  rights  of  women,  and 
tills  of  lts«*lf  gives  them  a  character  and  standing  here  of  which  we  have  not 
lost  sight.  We  have  lieen  at  some  pains  to  draw  off  from  ledgers  a  list  of 
all  loans  nuide  (o  women,  and  find  that  there  are  149  women  borrowers  whose 
loans  aggregate  $14209,760.86,  secured  by  their  own  individual  collateral  of  a 
pr(*sent  market  value  of  $2,062,975.  In  the  aggregate  these  loans  do  not 
appear  to  \ye  Inadccjuately  margined  but  are  excessively  margined,  and  careful 
analysis  of  tbe  list  shows  that  with  the  exception  of  the  Ainslee  loan,  which 
we  regard  as  slow  instead  of  doubtful,  and  two  other  small  loans  aggregating 
about  $12,000,  and  which  are  short  in  collateral  about  $400,  they  are  eadi 
properly  8ecure<i  and  are  safe  loans  beyond  question,  and  not  to  be  classed 
as  si)eculative  loans.  They  are  in  fact,  taken  as  a  whole  and  separately,  such 
loans  as  any  bank  would  be  proud  to  hold. 

Never,  so  far  as  I  am  informed — and  I  would  not  make  the  state- 
ment if  I  could  even  think  of  any  doubt  about  it — never  in  the  his- 
tory of  the  Higgs  National  Bank  has  it  lost  a  dollar  on  loans  to 
women  customers,  a  rather  good  record. 

The  Ainslee  loan  is  a  loan  made  to  Mrs.  Kate  Ainslee.  Because 
her  name  is  printed  liere,  I  use  it.  Otherwise  I  would  not.  That 
lady  was  an  employee  of  some  department  of  the  Treasury  having 
no  relation  to  national  banks.  She  was  understood  to  be  a  woman 
who  had  considerable  real  estate  in  the  West,  owned  some  real  estate 
here,  and  owned  stocks  and  bonds.  At  the  time  that  her  loan  was 
criticized  it  amounted — I  have  it  here  as  of  1906— to  $30,447.98. 
Since  that  time  she  has  curtailed  that  loan  by  various  large  pay- 
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ments,  making  her  payments  $16,647.98,  so  that  it  now  amounts  to 
$13,800,  and  is  collateraled  by  collateral  of  the  present  market  value 
of  $19,400.  Unless  a  national  bank  is  not  to  be  allowed  to  lend  money 
to  its  lady  customers,  a  thing  which  has  only  been  suggested  but 
never  has  been  decided,  it  seemed  that  there  was  no  justification  for 
that  characterization,  and  yet  j^ou  will  find  when  you  get  to  that 
record  that  he  kept  on  harping  on  that,  bi*ought  it  up  as  a  thing  for 
which  to  criticize  the  conciuct  of  this  national  bank. 

With  regard  to  whether  our  loans  were  made  on  safe  and  ample 
collateral  security,  he  called  attention  to  two  loans,  one  of  them  to 
Musher,  about  which  he  made  a  statement  not  in  accordance  with 
the  facts  to  this  committee  in  the  February  hearing;  and  one  to 
Mrs.  Ainslee  I  have  already  told  you  about,  and  we  said  to  him 
with  regard  to  the  character  of  our" loans  on  July  14,  1914: 

If  you  mean  to  select  these  two  as  justification  for  your  assertion  tliat  you 
do  not  find  the  $5,000,000— to  be  exact,  you  give  $5,100,000— •*  loaned  upon  safe 
and  ample  security/'  we  have  to  say  that  you  have  called  into  question  approxi- 
mately but  one  one-hundredth  part  of  said  $5,000,000  collaterally  secured  loans. 

Think  of  it,  letter  after  letter,  comment  after  comment,  criticism 
after  criticism,  denunciation  upon  denunciation,  by  a  man  who,  v/hile 
he  is  fine-tooth-combing  the  affairs  of  this  bank,  can  find  one-one- 
hundredth  of  our  loans  collaterally  secured  to  criticize. 

It  is  a  matter  of  no  little  satisfaction  to  us  that  after  careful  examination 
you  can  only  assert  so  small  a  part  of  our  more  than  $5,000,000  collaterally 
secured  loans  is  subject  to  the  criticism  that  they  are  not  "  loaned  upon  safe 
and  ample  security." 

I  am  not  going  to  take  up  your  time  fuither,  gentlemen,  with  the 
subject  of  loans  to  officers,  except  to  repeat  what  1  have  already  said, 
that  never  in  the  history  of  the  bank  was  anv  loan  permitted  to  offi- 
cers except  on  proper  collateral  security,  an^  that  wiese  officers  had 
no  difficulty  in  raising  these  very  loans  in  other  fiinancial  institutions 
in  this  community,  subject  to  no  criticism  from  the  comptroller,  so 
far.  as  I  am  informed.  I  could  go  into  this  thing,  but  it  is  reams  of 
paper,  so  I  pass  it. 

Yesterday  Senator  Henderson,  when  I  said  that  Mr.  Williams  had 
been  consulted  with  regard  to  the  withholding  of  tax  funds  from  iho 
Eiggs  National  Bank,  and  had  written  a  letter  to  the  Secretary  of 
the  Treasury  on  that  subject,  and  that  in  his  letter  to  the  Secretary 
of  the  Treasury  he  had  pointed  out  that  we  had  so  much  money  ana 
were  so  well  conditioned  with  respect  to  money  that  it  could  not 
possibly  hurt  our  bank  (that  among  other  things)  or  the  local  condi- 
tion, asked  me  if  I  would  put  that  communication  in  the  record,  and 
I  told  him  I  would  endeavor  to  find  it.  You  will  recall  that  you 
asked  me,  Senator,  when  that  was  written,  and  I  told  you  between  the 
date  of  Mr.  Glover's  letter  to  the  Secretary  of  the  Treasury  asking 
him  why  the  discrimination,  and  the  receipt  of  his  reply.  I  have 
since  located  that  communication,  and  without  stopping  to  rend  it,  I 
will  ask  the  reporter  to  put  it  in  the  report.  It  will  be  found  on 
page  33  of  William  G.  McAdoo's  affidavit  in  the  Biggs  Bank  equity 
suit.  It  is  from  the  Comptroller  of  the  Currency  to  Secretary  Mc- 
Adoo,  and  it  is  dated  Washington,  May  14,  1914. 
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(The  letter  i-eferred  to  is  coi)ied  in  the  i^cord  in  full,  as  follows:) 

('OMPTROLLEK    OF    THE    (JUBBENCY, 

Washington,  May  i.f,  WUt. 

Dear  Mu.  Secketaky  :  Uoferrln;r  to  Pref^idt^iit  <ilovcr's  letter  of  the  (5t!i 
Instant  to  you.  in  wlii<'li  Im»  compIninH  of  your  omission  to  arrange  to  dep^wlt 
with  the  Hitrjrs  National  Bank  any  portion  of  the  Dlstrk-t  tax  funds  nml  is 
whh'Ii  he  <'har;rps  "  {O'oss  discrimination.**  etc.,  aj^rninst  his  hank,  T  take  the 
liherty  of  callin^r  your  attention  to  the  condition  of  the  Rlgjrs  National  Bank, 
as  shown  hy  Its  latest  sworn  report  to  this  departnuMit  date<l  March  4.  1914. 

From  an  analysis  of  this  report  it  would  not  app*»ar  that  the  onilRsion  to  re- 
deiMJsit  with  the  Ul;rps  Natitmal  Bank  the  tax  funds  w(»uld  ocfHslon  tlie 
slightest  stringency  or  ln<-onvenience  in  tin*  lo<al  money  market. 

Their  statement  shows  that  of  the  total  loans  n^i>orte<l  of  $7,859,588.  the 
amount  which  this  hank  was  lending  on  <!emand  on  stocks,  l)onds.  and  other 
securities,  was  $5,171,392.  In  addition  to  this  they  were  lending  on  time  on 
stocks,  honds,  and  other  securities  (nearly  all  due  in  90  days  or  less)  $703,434. 

In  other  words,  nearly  8()  per  <'ent  of  all  their  loans  were  on  atoi-ks  and 
bondu,  not  on  comnien'ial  pai>er.  Indicating  that  the  Uiggs  National  Bank  Is 
ivally  very  far  from  what  we  would  call  a  "  c<munercial  hank.** 

Furthennore,  I  desire  to  call  your  attention  to  the  fact  that  from  their 
sworn  statement  suhmltte<l  on  Man-h  18,  1914.  showing  the  locality  of  the 
loans  made  hy  the  hank  in  their  .January  13,  1914,  statement,  this  hank  was 
lending  on  outside  paper:  that  is  to  say,  to  noncustomers  of  their  hank,  etc., 
on  hought  paper.  sto<*k-exchange  collateral.  et<*.,  SS,i}26.000,  and  of  this  amount 
$2,165,090  was  heing  loaned  out  In  New  York.  At  the  same  time  that  the 
hank  was  making  these*  large  loans  in  New  York.  In  .January  last,  it  had  ahont 
three-quarters  of  a  million  <lollars  of  ca.sh  in  different  New  York  natiimal 
hank.s.  ahout  two-thirds  of  which  was  with  the  National  City  Bank.  The 
March  4  slatem<»nt  sliows  that  Its  cash  in  New  York  Tity  had  increaseii  up 
to  that  date  to  ahout  $l,00tMM)0.  more  thim  $700,000  «»f  which  was  with  the 
National  City  Bank. 

In  addition  to  the  cnsh  in  New  York,  the  Uiggs  National  Bnnk  reiiort«xl 
cash  (m  hand  In  its  own  vaults  on  March  4  amounting  to  $1,067,000. 

.\s  it  therefore  apiK»ars  that  the  hank  at  a  recent  d>»te  has  out*«lde  paiH*r, 
apparently  PRINCIP.VLI.Y  SErURED  BY  STOCKS  .\ND  BONDS,  and  PAY- 
ABLE ON  DEM.\Nr>,  and  cash  on  hand  and  in  its  own  vaults  amounting  In 
the  aggregate  to  hetween  $5.(KK),000  and  $6,000,000.  an  omission  to  deposit 
District  tax  funds  with  it  at  this  time  nc»ed  have  no  effect  whatever  upon  the 
local  money  market,  mdess  the  hank  should  deliherately  try  to  create  a  strin- 
gency here. 

Sincerely,  yours. 

John  Skelton  Wiijjam*. 

Hon.  W.  O.  McAdoo, 

Secretary  of  th^  Treasury. 

P.  S. — Tlie  sworn  ligiires  of  this  hank  show  that  it  Is  doing  little  or  nothing 
In  the  way  of  making  loans  or  advances  to  outside  hanks.  Its  total  loans, 
direct  and  Indirect,  to  other  hanks,  lx)th  State  and  National  on  January  13, 
1914,  were  reporteil  at  only  $32,624.  On  the  same  day  the  loans  made  hy  the 
Commercial  National  Bank  here  to  other  hanks  amounted  to  $267.70^). 

The  Biggs  National  Bank,  on  the  same  date,  claims,  however,  to  have  heen 
lending  some  $225,000  in  FOREIGN  COUNTRIES,  the  largest  amount  Iwing 
$106,500  In  France. 

Under  the  conditions  as  shown  ahove,  the  suggestion  that  failure  to  re- 
<ieposlt  tax  funds  with  the  Riggs  National  Bank  would  have  a  disturhing 
ettWt  on  the  local  community,  or  that  it  would  really  emharrass  the  Rfgg» 
Bank  Itself,  is,  of  course.  Insincere  and  ridiculous. 

J.  S.  \V. 

Mr.  HoGAN.  As  I  said  to  you.  Senator  Henderson,  yesterday,  Mr. 
Williams  does  not  make  these  deposits,  but  public  money  deposits 
have  not  been  made,  so  far  as  I  know,  since  his  incumbency  in  the 
office,  without  the  depositories  being  submitted  to  him.  Hb  would 
take  a  list  of  banks  of  this  city  and  strike  Kiggs  or  the  Federal 
or  some  other  bank  off,  or  maybe  all  but  one  bank  off,  then  it  goes 
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back  to  the  Public  Money  Division  of  the  Treasury,  and  then  the 
Secretary  of  the  Treasury  thereoretically  makes  that  deposit  in  the 
depository  which  he  appi'oves;  and  then  he  comes  before  your  com- 
mittee and  says  he  has  nothing  to  do  with  wlio  gets  Government 
deposits.    It  is  an  evasioiij  that  is  all. 

Senator  Henderson.  Have  you  read  yet,  or  introduced  into  the 
record,  the  letter  from  the  Comptroller  of  the  Currency,  Mr.  Wil- 
liams, calling  for  the  data  upon  which  the  $5,000  fine  or  penalty 
was  based? 

Mr.  HooAN.  Yes,  sir ;  the  January  22,  1905,  letter. 

Senator  Henderson.  That  has  gone  into  the  record? 

Mr.  HoGAN.  I  put  it  in  yesterday. 

Senator  Walsh.  Has  he,  to  your  knowledge,  struck  off  any  of  these 
banks  from  receiving  Grovernment  deposits  f 

Mr.  IIoGAX.  Oh,  yes,  sir;  in  the  very  beginning  of  this  thing. 
You  will  renaember  that  I  called  attention  yesterday  to  what  Mr. 
Glover  said  in  his  letter  about  the  purpose,  to  prevent  a  financial 
stringency  here,  and  here  in  May,  1914,  before  this  thing  had  de- 
veloped into  the  controversy  I  have  been  describing,  Mr.  Williams 
puts  a  postscript  in  his  letter  to  the  Treasurer  which  I  am  going  to 
have  copied  in  the  record,  and  at  the  end  of  the  postscript  he  says : 

IJii<U»r  tlie  CM»iulitlt>iis  sliown  above.  Mi  •  su:r-     i1        • 
tax  funds  with  the  RiR^^s  Nutioiiiil  Bank  would  havo  a  disturbinp;  effect  on 
the  local  community  or  that  It  would  really  embarrass  the  Rijrjrs  Bank  itself 
is,  of  course,  insincere  an<l  ridiculous.  p.  S.  W. 

That  was  right  at  the  very  beginning.  The  president  of  a  bank 
writes  the  Secretary  and  ix)ints  out  why  these  moneys  were  de- 
posited, and  asks  why  one  of  11  national  banks  is  arbitrarily  stricken 
from  the  list.  We  got  back  a  letter,  which,  in  effect,  said  it  would 
not  be  safe  to  put  public  moneys  in  the  Riggs  National  Bank,  which 
letter  was  written  after  Williams  had  reported  that  we  were  in  such 
good  condition  with  regard  to  funds  that  we  did  not  need  them. 

Not  only  that,  but  m  looking  up  this,  I  found  that  on  June  9, 
1914,  the  day  that  the  battle  began,  he  wrote  to  the  Secretary,  and 
you  have  heard  me  read  these  copious  extracts  from  his  letters  from 
June^  1914,  to  March,  1915,  in  which  he  harped  on  the  dangerous 
condition  of  that  bank,  and  yet  he  had  written  to  Secretary  McAdoo 
on  June  9,  1914,  a  long  letter  about  the  Riggs  Bank,  in  which  he 
said  what  I  will  read.  You  remember  we  tried  to  get  from  him 
some  statement  as  to  whether  the  national  bank  examiner  who  had 
examined  our  bank  in  May,  1914,  and  l)een  with  it  a  number  of 
days,  had  reported  anything  adverse,  and  if  so,  to  let  us  know  and  we 
would  correct  it.    He  wrote  to  Mr.  McAdoo  this : 

The  report  of  tlie  national  bank  examiner  made  In  May.  lJn4,  sliows  a  jrivat 
Improvement  in  the  matter  of  the  irregular  practices  previously  c<»mplalned  of. 
Its  funds,  however,  were  still  beinjr  loaned  on  bond  and  stock  colbiteral,  rather 
than  on  commercial  paper,  and  the  bank  had  more  than  its  reserve  on  hand. 
There  was  also  an  improvement  in  the  matter  of  overdrafts. 

Senator  Henderson.  Right  here,  if  you  have  time,  I  would  like  to 
have  you  refer  to  the  letter  that  the  comptroller  wrote  calling  for 
this  data  on  which  the  $5,000  penalty  was  imposed. 

Mr.  HooAN.  I  will  be  very  ^ad  to  do  that. 

144836—19 8 
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(The  letter  follows:) 

jAxrAKT  22.  1915. 
Ttie  liiiiGH  National  Bank. 

Wa/ihington,  D.  C. 

niBH:  In  vifw  of  the  f-oiHlitions  In  your  Ymuk  hruui^ht  tt»  Hf^ht  by  tbe  uational 
Imnk  exajufntrs,  this  «>/Ii(v,  in  unler  tbat  it  may  be  mure  fully  Informed  as  to 
the  extent  to  which  the  funiht  of  y<»ur  bank  have  Ijeen  uwd  by  lti«  officers  for 
their  perHonnl  and  private  lieneflt  thn>u^h  indirect,  or  **  dummy  **  or  concealed 
loariK.  an  w«*ll  an  throujch  direct  borrui^^ings,  retiuests  that  you  prepare  and 
deliier  to  this  offi<-e  within  10  days,  under  |)enalties  provided  in  sectloos  5211 
and  5213,  Itevise«l  Statutes  of  the  Unite<l  States,  a  statement,  or  report,  show- 
ing: 

First.  All  dire^rt  loans  made  by  the  Kiggs  National  Bank  since  its  organiza- 
tion  

May  I  call  your  attention — although  I  think  I  did  yesterday — to 
the  fact  that  the  law  permitted  the  comptroller  to  call  for  special 
reports  whenever  it  was  necessaiy  to  give  a  full  and  complete  report 
of  the  condition  of  the  bank,  the  purpose  of  the  law  being  perfectly 
obvious. 

Senator  Henderson.  I  remember  your  speaking  of  that 
Mr.  HocJAN.  Not  what  the  condition  of  a  bank  was  in  1896,  but 
what  the  condition  of  the  bank  is  now. 

First.  All  direct  loans  inudo  l»y  Ri^gs  Nati<»nal  Bank  since  Its  (»rganizutlon. 
cither  wverally  or  jointly,  U>  C-liarles  (\  Ghiver,  W.  .1.  Flather,  M.  E.  Ailes. 
H.  H.  FInther,  Joshua  Kvains,  jr.,  or  any  of  tlieui,  and  to  members  of  the  respec- 
tive families  of  the  above  nanie<|.  jriving  a  full  description  of  the  notes  and  the 
collateral,  if  any,  by  which  said  loans  were  secured. 

Seconil.  All  in<llrcH't  or  **  dummy '*  or  concealed  loans  made  by  the  Riggs 
National  Hank  since  Its  organization  for  the  l)enetit  (directly  or  Indirectly)  of 
tlie  indivldtmls  nanie<l  above,  or  any  of  them,  including  aU  loans  which  C.  O. 
Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  or  any 
of  them,  indorsed  or  for  which  they  furnished  the  whole,  or  any  portion  of 
the  collateral  by  which  loans  to  others  were  secured,  and  including  all  loans 
made  in  the  name  or  names  of  others,  the  whole  or  a  portion  of  the  proceeds  of 
which  were  tumcnl  over  to  the  said  Glover,  Ailes.  W.  J.  Flather,  H.  H.  Flather, 
Joshua  Evans,  Jr.,  or  any  of  them;  giving  a  full  description  of  all  notes  and  of 
the  collateral,  if  any,  by  which  they  were  securetl,  also  showing  what  iK>rt]ons 
of  tlie  procee<ls  of  said  notes  were  received  by  or  credited,  respectively,  to  the 
said  Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr., 
and  also  showing  clearly  the  ownership  at  the  time  of  the  making  of  the  said 
loans  of  the  collateral  securing  them,  In  each  case. 

Let  your  reply  be  under  oath  and  over  the  signature  of  C.  C.  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Ailes,  and  Joshua  Evans,  jr. 
Uesi)ectfully, 

John  Skelton  Wifxiams, 

Comptroller  of  the  Currency, 

That  is  the  letter,  Senator.  I  digress  to  say  that  you  will  find  in 
his  attempts  to  show  that  his  fines  were  not  imposed  merely  as  a  re- 
sult of  <hc  teclmical  failure  to  call  for  reports  properly  verified,  that 
ho  said  merely  because  he  used  the  word  "  and "  instead  of  "  or," 
to  be  "  signed  by  both  the  president  and  your  cashier  and  three  di- 
rectors," that  that  law  had  not  been  technically  complied  with,  and 
therefore  the  fines  could  not  be  held.  You  will  find  in  this  corre- 
spondence throughout,  it  was  not  any  technical  oversight  at  all.  Just 
as  in  this  letter  he  says: 

T^t  your  reply  be  under  oath  and  over  the  signatures  of  C.  C.  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Ailes,  and  Joshua  Evans,  Jr. 

And  frequently,  if  one  officer  was  out  of  town,  he  would  say  to 
have  the  other  three  sign,  and  when  that  officer  came  back,  made  him 
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swear  to  it.  So  much  so  that  he  said  to  one  of  our  officers  one  time 
that  he  would  not  take  the  oath  of  any  one  officer,  that  he  meant  to 
have  them  all ;  as  though  by  an  accumulation  of  signatures  and  oaths 
you  could  get  any  difference  in  facts. 

Senator  Henderson.  Is  that  book  you  just  held  in  you  hand  a 
hearing  before  the  Banking  and  Currency  Committee  hif^t  February  ? 

Mr.  HoGAN.  It  is. 

Senator  Henderson.  On  page  598  of  that  book  I  call  your  atten- 
tion to  Exhibit  G. 

Mr.  HooAN.  Yes,  sir.     I  know  that  exhibit. 

Senator  Henderson.  You  have  just  referred  to  a  loan  of  $86,500, 
and  explained  the  loan.  Is  that  the  same  loan  that  is  iefen*ed  to 
in  the  footnote  numbered  1? 

Mr.  IIooan.  Yes,  sir. 

Senator  Henderson.  I  just  want  to  connect  that  with  your  expla- 
nation. 

Mr.  HoGAN.  You  are  perfectly  correct. 

Senator  Henderson.  Is  that  the  report  from  the  bank,  or  part  of 
the  report,  called  for  in  the  letter  of  the  Comptroller  that  you  have 
just  read? 

Mr.  HoGAN.  No;  that  is  not  part  of  the  report.  That  is  a  tabu- 
lation'made  in  the  comptroller's  office  of  the  facts  which  the  comp- 
troller had  on  national  bank  examiner's  report. 

Senator  Henderson.  What  I  was  getting  at  was  this,  you  just 
read  a  letter  from  the  comptroller  calling  for  certain  data  on  which 
a  penalty  of  $5,000  was  imposed. 

Mr.  Hog  AN.  Yes. 

Senator  Henderson.  And  in  that  letter  he  refers  to  dummies  and 
he  wants  a  report  on  any  dummy  notes  that  are  carried  in  the  bank. 

Mr.  HoGAN.  Exactly. 

Senator  Henderson.  That  letter,  as  I  understand  it,  was  written 
in  January,  1915?  * 

Mr.  HoQAN.  Yes,  sir. 

Senator  Henderson.  Then,  he  had  this  information  in  his  posses- 
sion? 

Mr.  HoiJAN.  Right.  That  is  it.  I  thank  you  for  the  question.  1 
told  you  that  the  national  bank  examiners'  reports,  the  form  issued 
by  the  comptroller  for  years  and  yeai's,  required  that  there  be  specifi- 
cally reported  all  loans  to  officers  of  banks.  In  other  words,  he  was 
deviling  the  very  life  out  of  the  officers  of  that  bank  and  requiring 
that  we  go  into  our  vaults  and  dig  out  our  records  for  20  years  with 
respect  to  these  loans,  when  he  had  the  data.  He  nuide  this  table  in 
spite  of  the  fact  that  we  did  not  respond  to  the  January  22  letter. 
He  had  the  thing  he  asked  for,  as  to  all  direct  loans,  or  loans  made 
in  the  name  of  officers,  which  was  part  of  the  official  files  of  his 
office  from  the  national  bank  examiners'  repoils.  As  to  those  things 
which  he  criticized  falsely  in  criticizing  as  dummy  loans,  he  had, 
prior  to  January  22,  1915,  the  repeated  sworn  statements,  fii*st,  as  to 
what  the  loans  were;  second,  as  to  how  they  were  made:  third,  as  to 
whose  names  they  were  made  in;  fourth,  as  to  what  the  collateral 
behind  them  was  and  who  owned  the  collateral ;  and  lastly,  the  fact 
that  every  last  one  of  them  had  principal  and  interest  been  fully 
paid.     He  had  all  that.     It  did  not  make  any  difference.  Senator 
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II<*iHierr>4>ii.  what  he  ha<l.  Voii  would  ^ive  him  something  to-day, 
ami  h(»  woiil<l  roiiie  back  for  it  next  week.  lie  knew  that  the  per- 
-oiinel  of  the  bank  was  phy.siwilly  exhaiLsted;  that  it  was  difficult 
for  us  to  do  our  business.  Ix»t  me  tell  3'ou  ri^ht  here  at  this  time 
how  he  carried  on  his  bank  examination  in  violation  of  his  sworn 
duty  to  the  law  of  the  land.  What  he  did  with  respect  to  the  saving 
of  the  depositoi-s  of  banks  in  this  city  in  order  to  wreak  his  personal 
animu>  toward  the  Kiggs  National  Bank  pi»ople  for  the  reasons  I  gave 
in  this  record  yesterday. 

The  law  i*e(]ui]*es  that  thei-e  shall  be  at  least  two  national  bank  ex- 
aminations of  everv  national  bank  a  year.  In  the  entire  year  1915, 
except  the  Kigps  >?ational  Bank,  no  national  bank  in  the  District  of 
Columbia  received  the  examinations  that  the  law  reipiired.  The 
primary  thing  for  the  safety  of  depositors  and  stockholders  was 
Ignored.  The  ivpoits  made  by  the  banks  themselves  is  the  secondary 
thing  by  which  the  bank's  condition  may  be  ascertained.  It  is  the 
examiners  with  their  assistants,  unannounced,  the  date  of  their  com- 
ing not  known,  walking  into  the  bank  and  sealing  up  things,  and  ex- 
amining. That  is  the  big  safeguard  of  depositors.  Why  were  the 
national  bank.>  of  the  District  of  Columbia,  10  of  them,  outside  of 
Kigg^.  not  given  the  required  examinaticms  in  l^Uyt  And  I  tliink  I 
<ould  almost  say  that,  too,  of  1914,  to  a  large  extent.  I  will  show  you 
the  dates  in  a  little  while.  Because  the  national-bank  examiner  and 
his  assistants  were  placed  in  the  Riggs  National  Bank,  kept  there  day 
in  and  day  out.  kept  there  digging  into  the  archives  of  the  bank  to 
lin<l  out  something  with  respect  to  the  officers'  personal  conduct  20 
years  before  the  time  they  were  making  the  examination.  That  is 
the  reason  whv. 

Senator  Henoekson.  What  I  wanted  to  know  is:  In  the  reporti^ 
made  bv  the  bank  to  the  Comptroller  of  the  Currency  were  these 
facts  relative  to  dummies,  as  referred  to  here,  given? 

Mr.  IIooAN.  Yes,  sir. 

Senator  IIkndekson.  I  understand,  then,  from  your  testimonv,  that 
this  Xevius  case  was  reported  by  the  bank,  as  you  practic^fly  ex- 
plained it? 

Mr.  IlocsAN.  Yes,  sir;  and  that  when  he  wrote  his  letter  of  Janu- 
ary 22,  1015,  a.^king  for  those  facts,  he  had  this  thing,  because  this 
is  an  exhibit  which  emanated  from  him,  and  he  had  it,  as  shoivn  in 
his  <  orrespon<lence. 

Senator  TIknokhsun.  Then  it  is  vour  contention  that  the  bank 
rej)orts  W(»re  true  and  correct  i 

Mr.  IIor.xN.  Oh.  there  is  not  any  doubt  alK)ut  it.  Senator,  except 
such  mistakes  as  Mr.  Glover  said  might  be  made,  when  you  are  writ- 
ing five  hundred  and  odd  pages  of  printed  matter,  when  you  are  get- 
ting 14  and  15  page  letters,  and  you  are  going  back  20  years,  over 
hundreds  of  thousands  of  entries.  We  are  all  human,  Senator,  every 
one  of  us,  except  Mr.  Williams,  and  we.  did  make  mistakes,  there 
is  not  any  doubt  about  that,  and  whenever  we  made  a  mistake  and  it 
was  called  to  our  attention,  we  acknowledged  it.  Whenever  we  found 
it  out  before  it  was  called  to  our  attention,  we  voluntarily  acknowl- 
edged it,  and  whenever  we  either  that  one  way  or  the  other  let  him 
know  a  mistake  was  made,  usually  a  mistake  of  some  past  fact,  and 
called  his  attention  to  wlvat  the  true  facts  were,  we  invariably  got 
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back  a  communication  which  called  our  attention  to  the  fact  that 
we  were  falsifiei's. 

Senator  Walsh.  I  do  not  see  the  seriousness  of  tike  comptroller 
sending  a  letter  to  bank  officials  asking  confirmation  of  some  facts 
that  the  examiners  found. 

Mr.  HoGAN.  Xeither  do  I,  Senator. 

Senator  Walsh.  You,  of  course,  argue  that  it  was  malicious — 1 
mean  that  he  was  hounding  this  bank,  that  he  was  following  it  up, 
that  his  attitude  was  not  fair.  But  suppose  a  bank  examiner  reports 
to  a  comptroller  that  loans  had  been  made  to  bank  officials  in  large 
numbers,  or  small  numbers ;  what  is  the  objection  of  the  comptroller 
writing  a  letter  to  the  bank  and  saying,  "  Let  us  have  the  loans  your 
bank  has  made,  day  and  dates,  the  amount  and  the  collaterals,  and  let 
me  have  that  information  forthwith"?  What  is  the  objection  to 
that  ? 

Mr.  IIoGAN.  None  at  all.  You  have  not  been  here  to  see  that  this 
is  the  culmination  of  repeated  requests,  covering  a  volume  of  letters, 
reams  upon  reams  of  paper,  I  hope  you  will  have  the  opportunity 
to  read  this.    This  is  the  only  the  culmination. 

Senator  Walsh.  You  only  cite  it  to  show  persecution  ? 

Mr.  HoGAN.  A  constant  lyei-secution,  a  never-ending  persecution. 

The  Chahiman.  Mr.  Hogan,  you  stated  that  the  other  national 
banks  were  not  examined  during  the  year  1915. 

Mr.  HooAN.  To  my  understanding,  I  said. 

The  Chairman.  You  do  not  mean  to  say  that  they  did  not  make 
reports  that  were  satisfactory  to  the  comptroller? 

Mr.  Hogan.  No.  But  I  said  a  moment  ago.  Senator  McLean,  and 
permit  to  repeat,  there  are  two  ways  of  safeguarding  the  depositors, 
who  are  the  primary  persons  to  be  safeguarded,  with  the  stockholders 
of  the  bank.  The  primary  way  is  by  examination  made  by  expert 
bank  examiners,  who  (;ome  unannounced.  The  secondaiy  way  is  the 
report  the  bank  itself  makes.  The  bank  examination,  tlie  thing  which 
is  the  primary  safeguard  of  the  depositors  of  a  bank,  was  neglected, 
and  neglected  only  because  Biggs  was  taking  up  their  time. 

The  Chairman.  Either  way  conforms  to  the  law  ? 

Mr.  Hogan.  No,  sir;  both  ways,  not  either.    The  law  requires  both. 

The  Chairman.  Do  you  mean  to  say  that  the  law  requires  that  the 
c  omjptroller  shall  make  this  actual  physical  examination  twice  a  year  ? 

Mr.  Hogan.  Two  of  them.  That  the  bank  examiners  shall  make 
them. 

The  Chairman.  And  that  that  was  not  done? 

Mr.  Hogan.  Yes,  sir.  There  shall  be  five  general  reports  of  condi- 
tion, under  the  provisions  of  section  5211  of  the  Revised  Statutes. 
The  banks  shall  make  five  general  reports  of  conditions  showing  their 
assets  and  liabilities  and  such  other  information  reflecting  upon  their 
condition  as  the  comptroller  indicates  by  the  blanks  he  sends  out, 
which  reports  shall  be  rendered  five  days  after  a  date  specified  by  the 
comptroller. 

In  addition  to  that,  the  law  requii'es— and  this  is  the  primary 
thing  for  safeguarding  banks — that  there  shall  be  two  exammations 
by  national  bank  examiners,  who  are  employees  of  the  comptroller's 
ojffice,  each  year.    The  system  is  a  splendid  one. 

The  Chairman.  I  think  I  understand  it.  It  would  take  too  nmch 
time  to  go  into  that.    What  I  want  to  get  at  is  the  compttoUfiX^^ 
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treatment  of  the  national  banks  in  the  city  as  required  by  the  law. 
Did  he  relieve  the  other  national  banks  from  any  examinations  that 
were  required  by  law  ? 

Mr.  HooAN.  Yes. 

Senator  Henderson.  Do  you  know  why? 

Mr.  HoGAN.-  Yes;  because  he  was  using  all  of  his  energies  and  all 
of  his  time  and  all  of  the  forces  of  his  examiners  on  Big^. 

Tlie  Chairman.  How  many  national  banks  are  there  m  Washing- 
ton, outside  of  Biggs ;  do  you  know  ? 

Mr.  HoGAN.  At  that  time,  11,  my  recollection  is. 

The  Chairman.  Do  you  mean  to  say  that  the  semiannual  physical 
examinations  as  required  by  the  statute  were  not  made  by  the  comp- 
troller on  any  of  those  banks? 

Mr.  HoGAN.  Yes,  sir.  With  respect  to  the  examination  of  May, 
1914,  prior  in  date  to  the  starting  of  this  crusade,  Comptroller  Wil- 
liams had  referred,  shortly  prior  to  July  14, 1914,  to  the  bank  exam- 
iners, and  we  wrote  him  on  J  uly  14, 1914 : 

The  bank  examiner  spent  a  week  with  us  in  May,  and  his  examination  was 
exhaustive.  When  he  had  concluded  he  gave  us  the  strong  impression  that  he 
was  thoroughly  satisfied  with  the  hank's  ciwHlition.  Has  he  reported  the  con- 
trar>'  to  you?  If  so,  wljy  do  you  n<»t  ])ring  to  our  attention  such  things  as 
may  iiave  met  with  liis  <llsappr(»valV  Sucli  would  have  been  the  usual  course, 
but,  instead,  the  oxaniiner,  presui!ial)ly  by  your  dire<'tion,  returned  to  inquire 
the  relationships  between  certain  of  our  officers  and  whether  or  not  two  of  our 
bookkeepers  are  brothers,  the  relevancy  of  which  to  bank  examiner  would 
seem,  to  say  the  least,  to  be  remote. 

We  said  there,  you  note : 

The  bank  examiner  s|)ent  a  wi*ek  with  us  in  May,  and  ids  examination 
was  exhaustive.  When  he  had  concluded  he  gave  us  the  strong  impression 
that  he  was  thoroughly  satisfte<l  with  the  bank's  condition.  Has  he  reported 
the  contrary  to  you? 

No  answer. 

I  have  already  said  all  that  is  necessary  about  the  Ainslee  loan, 
and  I  would  not  mention  this  other  loan  were  it  not  for  the  fact  that 
Mr.  Williams  mentioned  it  to  this  committee.  On  page  397  of  the 
February  hearings  of  this  committee,  this  occurs : 

Senator  Wkkks.  How  nuich  money  did  the  Uiggs  Bank  lose  in  that  way? 

Mr.  Williams.  Senjitor,  tlie  records — if  you  wish  to  go  into  the  records  of 
that  suit  in  all  its  details,  I  shall  be  very  glad  to  turn  them  over  to  you,  but 
I  have  ab(»ut  S,(KK)  banks  that  come  under  the  supervision  of  this  office,  and  I 
can  not  tell  you  at  this  time  the  individual  losses  of  the  various  deals  with 
that  bank.  1  recall  one  case,  though,  of  a  man  who  ha<l  a  speculative  account 
with  the  bank  and  borrowed  $8<),m)0  on  some  railroad  stock  which  tliey  were 
(tarrying  for  him,  their  authority  to  buy,  which  he  disputed  at  the  time  and 
on  aCcount  of  which  transaction  they  charged  off  in  that  particular  Item,  I 
think,  about  $25,(KX),  wasn't  it,  Mr.  Trimble? 

Mr.  Trimble.  I  don't  recall  the  exact  amount,  but  it  was  something  like 

that. 

Senator  McF^ean.  When  was  that? 

Mr.  Williams.  Immediately  before  this  case  came  up. 

Senator  Weeks.  Was  that  because  they  could  not  collect  from  the. individual 
for  whom  they  had  supp(»se<l  they  had  authority  to  buy  theiu? 

Mr.  Williams.  They  were  carrying  the  stocks,  and  I  think  he  dejiied  that 
he  had  given  them  authority  to  permit  the  purchase.  That  is  one  imrtlcular 
case,  and  there  were  a  number  of  other  losses. 

That  is  the  Musher  case,  eannarked  so  that  there  can  be  no  doubt 

about  it     ^Ir.  Nathan  Musher  had  been  doing  business  with  the 

lii^gs  Banky  and  he  or  liis  company — ^he  was  president  of  the  Pom- 
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peian  Olive  Oil  Co. — had  had  large  loans  with  the  bank,  and  they 
had  been  always  satisfactorily  handled.  He  had  always  paid  his 
interest  and  paid  liis  loans.  On  some  occasions  when  at  the  bank, 
he  had  had  the  officers  make  investments  for  him,  and  he  had  always 
taken  them  up  when  they  were  reported. 

He  came  into  the  bank  one  day,  as  Mr.  Williams  was  fully  in- 
formed, and  requested,  I  do  not  know  whether  Mr.  William  J. 
Flather  or  Mr.  Glover,  to  purchase  some  Rock  Island  stock  for  him, 
and  when  the  stock  was  delivered  to  whichever  gentleman  attended 
to  it  for  him,  he  did  not  come  around  for  a  day  or  two,  and  Rock 
Island  stock  started  its  toboggan  slide  on  the  market,  and  when 
Mr.  Musher  did  come  around,  the  stock  was  a  very  valueless  stock. 
He  gave  a  note,  however,  for  the  amount,  saying  he  was  not  in 
funds.  He  collateraled  that  note  with  that  stock  and  with  some 
notes  of  the  Continental  Distributing  Co.,  which  were  in  turn  in- 
dorsed, I  think,  by  the  Pompeian  Oliver  Oil  Co. 

The  Continental  Distributing  Co.'s  notes  were  not  such  as* a  bank 
would  ordinarily  take  on  a  new  loan,  but  having  had  this  situation 
confronting  them,  they  took  them  as  additional  security.  He  had 
paid  off  quite  a  ntimber  of  thousands  of  dollars  before  Mr.  Williams, 
m  a  way  he  might  explain,  became  interested  in  the  case,  and  then 
Mr.  Williams  wrote — if  need  be  I  will  refer  to  the  page — a  letter  in 
which  he  pathetically  and  almost  tearfully  painted  the  condition  of 
Nathan  Musher,  and  referred  to  him  as  "  your  unfortunate  client." 
I  do  not  know  whether  he  used  the  word  "  victim  "  or  not,  but  he 
painted  him  as  an  unsophisticated  individual,  apparently,  who  had 
oeen  brought  into  the  bank  and  who  had  been  so  unfortunate  as  to 
invest  his  money  and  lose  his  money,  and  he  endeavored  in  his  lett2r 
to  intimate  that  the  bank's  officers  had  in  some  way  solicited  Mr. 
Nathan  Musher,  the  president  of  a  large  business  company  and  one 
of  the  canniest,  cagiest  business  men  this  community  ever  knew,  to 
purchase  Rock  Island  stock.  And  then  he  comes  here^  as  late  as 
1919,  and  he  tells  you — unquestionabljr  he  was  mistaken  m  his  facts. 
I  do  not  mean  to  say  he  falsified.  I  will  not  say  of  him  what  he  said 
of  Mr.  Glover  when  he  makes  a  mistake — but  he  says  that  we  lost 
some  $30,000  on  that  transaction.  The  facts  are  we  aid  not  lose  one 
cent,  principal  or  interest.  Mr.  Musher,  apparently,  like  other  men, 
was  tight  for  money  for  a  while,  and  although  I  am  informed  that 
Mr.  Musher  was  frequently  a  visitor  to  Mr.  William's  office  during 
the  days  Mr.  Williams  was  hounding  the  Riggs  Bank,  when  the 
hounding  ended,  Mr.  Musher  came  around  and  paid  every  dollar, 
principal  and  interest. 

The  Ainslee  loan  I  have  already  shown  you  the  condition  of. 
There  is  only  one  other  loan  I  now  care  to  pay  any  attention  to,  be- 
( ause  he  paid  attention  to  it,  and  that  is  the  so-called  James  D. 
Richardson  loan. 

James  D.  Richardson  was  Sovereign  Grand  Commander  of  the 
Supreme  Council  of  the  Ancient  and  Accepted  Scottish  Rite  Masons. 
He  was  the  successor  of  Gen.  Albert  Pike.  The  great,  splendid 
building  of  the  Scottish  Rite  Masons  on  Sixteenth  Street  is  an  endur- 
ing monument  to  the  man's  public  work.  He  was  the  eminent  editor 
of  "The  Papers  and  Messages  of  the  Presidents  of  the  United 
States."  He  was  for  many  years  a  member  of  the  House  of  Repre- 
sentatives.   Many  years  back  Mr.  Richardson  was  a  very  larg^  o^xAt 
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of  Capital  Traction  stock  in  this  city,  always  a  hiffh-grade  stock. 
He  owned  over  1,300  shares,  and  he  had  made  a  large  loan,  a  hundred 
and  odd  thousand  dolhirs,  whicli  was  amply  and  properly  collaterally 
siccured  at  the  time  he  made  the  loan.  The  loan  had  become  a  very 
slow  one.  It  had  remained  in  the  bank  for  years,  Mr.  Richardson 
always  payin^r  his  intei-est.  But  in  his  later  life  he  apparently  was 
tight  financially,  and  the  stock  had  bei^n  transferred  to  the  names 
of  s^)iHe  of  the  employees  of  the  bank,  so  that  the  dividends  could  be 
sent  directly  to  the  hank  and  applied  on  account  of  the  payment  of 
intei^est. 

Mr.  Richardson  died  in  July,  1914,  and  subseauently  the  collateral 
was  sold,  and  that  loan,  which  had  l)een  up  as  nigh  as  $160,000,  re- 
sulted, ultimately  in  a  loss  of  about  $28,000,  whuh  loss  of  $28,000 
added  to  the  total  of  the  losses  incuri-ed  by  the  bank  at  the  time  Mr. 
Williams  was  writing  these  letters  which  I  called  vonr  attention  to 
this  morning,  amounted  to  $40,000,  the  total  losses  in  18  years  of 
busines^  by  a  bank  that  had  loaned  millions  and  millions  of  dollars — 
an  unprecedented  record  of  perfect  solvency  and  of  conservative 
management.  That  is  the  end  of  the  Richardson  loan.  Ri.'hardson 
was  a  man  we  wei*e  very  proud  to  have  as  one  of  our  customers. 
Like  other  men,  he  was  not  as  prosi>erous  in  his  later  years  as  he 
was  in  his  earlier  veai*s.  He  had  been — and  I  did  not  think  that 
should  l)e  held  agjimst  him,  although  it  is  parenthetically  referred 
to  in  the  statement  of  the  comptroller — at  one  time  a  Sfember  of 
Congress. 

I  told  you  yesterday  about  the  fact  that  when  this  correspondence 
got  so  voluminous  we  printed  it  for  our  own  use,  could  not  carry  it 
aiound  any  longer,  but  put  it  in  volumes  like  this,  and  we  were  called 
upon  for'  a  <*opy  of  it.  The  examiner  wanted  a  copy  of  it.  Tlien 
we  I'eceived  a  communication  about  this  matter  of  printing  your  own 
correspondence  for  your  own  use,  which  became  a  part  ana  parcel  of 
this  correspondence. 

I  want  to  say,  while  I  am  looking  for  this,  that  during  the  entire 
existence  of  the  Riggs  National  Bank  none  -of  its  records  was  ever 
destroyed.  No  onenad  ever  intimated  that  any  of  its  records  had 
been  or  would  be  destroyed.  There  was  never  any  reason  for  de- 
stroying  its  records^  We  got  this  letter  January  16,  1915,  from 
the  comptroller : 

Tou  are  requci^ted  to  furnish  to  this  office  at  (mi.'e  complete  copies  of  the 
printed  correspondence,  letter?*,  and  statement'*  which  the  hank  examiner  jrea- 
tertlay  requested  you  to  furnish  him. 

You  are  also  requested  to  inform  this  office — 

First  How  man>*  copies  of  this  corresiiond€4u*e  antl  statements  were  printed. 

Second.  To  whom  the  printtni  copies  of  these  Y«>lumes  were  delivered. 

Third.  How  many,  if  any,  of  said  ci^pies  have  heen  destroyeii. 

I^t  your  reply  U*  under  iwth,  over  tin*  slsmature  of  your  president,  your 
two  vice  preshients,  and  your  i^jishier. 

.Vnd  then  he  followed  that  by  this  gratuitous  thing: 

You  are  n»qui»st*Hl  to  advise  this  otiliv  at  oikv  whether  or  not  you  have 
aince  May  1.  liM4.  dt»sln\\-eiK  mutllateil  or  disposecl  of  any  of  the  (1)  books 
of  recorti  or  aiximnt  of  any  portions  iheret>t  or  (2)  any  correspondence,  or  (8) 
rt^ports,  or  (4)  siateiuents,  or  (5)  vouchers^  or  (6)  documents  relating  to  the 
Ulgl^s  Natlimal  Hauk,  Its  business  and  affairs;  and  if  you  have  destroyed, 
mutilated,  or  dlsiH«etl  4»f  any  of  the  afor^»said  biH>ks.  ixipi^rs,  correspondence, 
atatemeutH«  vouchers,  or  dtKnmH'uts.  you  are  requesteil  to  furnish  this  olllee  at 

fJUfCH  t»  th*iiil}e*i  statement  of  the  sanuv  and  the  datee  upon  which  they  were 

///Ay«rM^«f/  of,  inuiUHhHl,  or  de«tri»ye<i.  and  how  and  wiK»r^. 
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You  are  hereby  instructe<l  not  to  destroy,  mutilate,  or  (lisi>ose  of  in  any 
way,  until  further  notice  in  writing  from  this  office,  jniy  (1)  books  of  record 
or  accounts,  or  any  portions  tliereof,  or  (2)  any  corresiK)ndence,  or  (3)  rei)ort8, 
or  (4)  statements,  or  (5)  voucliers,  or  (6)  documents  relating  to  the  business 
or  affairs  of  the  Uiggs  National  Banlv. 

Let  your  reply  be  under  oath,  over  the  signatures  of  your  president,  your 
two  vice  presidents,  your  cashier,  your  assistant  cashier,  and  over  the  signature 
of  such  other  officer  or  employee  or  employees,  if  any  the:e  be,  wlio  may  have 
had  special  charge  or  direction  of  the  destruction  or  disposition  of  unused 
or  old  or  other  books,  correspondence,  reports,  statements,  or  documents  of 
your  bank. 

Kespei*tfully, 

John  Skelton  Wilmams. 
Com pt roil rr  of  the  Curreiwy. 

Out  of  the  clear  sky,  born  of  that  thought,  to  write  into  the  record 
something  that  some  one  some  time  seeing,  would  use  as  a  basis  of  an 
unfavorable  inference  against  this  man,  without  a  single  fact  that 
had  occurred  or  a  threat  that  had  been  made,  came  that  letter.  And 
then  that  was  followed  by  another  letter  of  March  9,  1915,  in  which 
the  capitalsand  the  italics  abound. 

I  am  coming  to  a  conclusion  of  this  correspondence,  and  I  know 
vou  are  glad  to  hear  it.  Then,  gentlemen,  patience  was  ceasing  to 
be  a  virtue.  We  were  then  on  the  four  hundred  and  fifty-first  page, 
without  the  tabulated  statements  of  this  correspondence,  and  we 
wrote  him : 

March  9,  1015. 
comptboller  of  the  currency, 

Washingtofty  D.  C. 

Sir  :  Your  letter  of  February  26  was  duly  received,  but  we  have  deferred  our 
answer  because  one  of  the  officers  whose  sijjnature  it  required  was  then  out 
of  the  city. 

During  the  past  nine  months  you  have  written  more  than  40  letters  to  this 
bank,  and  in  almost  every  one  of  them  you  have  insulted  its  officers  with  some 
direct  imputation  against  their  veracity,  or  with  some  inaiDuation  against 
their  Integrity.  Many  of  your  questions  were  such  as,  under  the  law,  you  had 
no  right  to  ask,  and  such,  therefore,  as  we  could  have  properly  refused  to 
answer;  but  we  answered  them  in  the  expectation  that  when  you  were  fully 
advised  about  the  affairs  of  this  bank  and  the  conduct  of  its  officers,  your 
sense  of  official  obligation  would  prevail  over  your  personal  Teeling,  and  re- 
strain you  from  abusing  the  power  of  your  great  office  to  gratify  your  per- 
sonal resentment  Your  last  letter,  however,  makes  it  manifest  that  our  for- 
bearan(!e  has  only  Invited  your  more  persistent  attacks,  and  we  feel  that  we 
owe  it  to  ourselves  as  well  as  to  our  stockholders  to  recall  to  your  mind  the 
events  which  convince  us  that  your  course  is  due  to  your  personal  hostiUty 
toward  the  officers  of  this  bank. 

On  December  3,  1918,  the  New  York  Tribune  published  an  article  severely 
criticizing  you  with  respect  to  a  certain  transaction  conducted  by  you  as 
Assistant  Secretary  of  the  Treasury,  and  when  another  article  of  similar  im- 
port appeared  In  the  same  paper  on  the  following  day,  Mr.  C.  C.  Glover,  the 
president  of  this  bank,  received  a  request  to  call  at  the  office  of  the  Secretary 
of  the  Treasury.  Mr.  Glover  promptly  complied  with  that  request,  though 
he  had  not  the  remotest  Idea  of  why  it  was  made;  and  he  had  hardly  more 
than  entered  the  Secretary's  office  when  he  was  charged,  In  the  most  offensive 
manner,  with  having  Inspired  those  publications.  Mr.  Glover  emphatically 
denied  that  charge,  and  the  Secretary  then  declared  that  if  he  (Glover)  was 
not  himself  responsible  for  those  articles,  they  were  instigated  by  some  of  his 
associates  in  this  bank.  Mr.  Glover  demanded  to  know  who  of  his  associates 
were  supposed  to  be  responsible,  and  the  Secretary  named  the  vice  president, 
Mr.  Flather,  and  Mr.  Alles.  Thereupon  Mr.  Glover  replied  that  before  accusing 
Lhose  gentlemen  the  Secretary  of  the  Treasury  should  send  for  them  and  hear 
what  they  had  to  say  about  the  matter. 

Accordingly,  Messrs.  Ailes  and  Flather  were  summoned  to  the  Treasury 
Department,  and  there  in  your  presence  and  the  presence  of  Mr.  Elliott  the 
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Secretary  proceedwl  to  question  them  about  the  newspaper  articles.  He  first 
questioned  Mr.  Flather,  who  declared  that  he  had  not  been  connected  with  the 
articles  in  any  way,  and  had  not  known  anj'thing  of  them  until  his  attention 
was  called  to  them.  The  Secretary  then  turned  to  Mr.  Ailes  and  charged  him 
with  having  instigated  the  articles.  Mr.  Alles  asserted,  distinctly  and  un- 
equivocally, that  he  was  in  no  way  responsible  for  them,  but  the  Secretary 
grew  increasingly  violent  in  his  denunciation,  and  finally  exclaimed,  with  an 
oath,  that  he  would  order  Mr.  Alles  out  of  his  ottlce,  and  tuniiug  to  Mr.  Glover, 
said :  "  Mr.  Glover,  you  know  what  this  moans  to  the  Riggs  National  Bank." 
But  notwithstanding  the  plain  threat  implied  in  this  last  expression,  and 
notwithstanding  the  gross  impropriety  of  a  public  official  calling  private  citi- 
zens Into  Ills  office  to  examine  and  denounce  them  about  a  newspaper  criti- 
cism, we  could  not  believe  that  a  Secretary  of  the  Treasury,  or  an  Assistant 
Secretary  of  the  Treasury,  would  abuse  the  power  of  his  great  office  in  order 
to  avenge  himself  for  what  he  supposi'd  to  be  a  i>olitical  offense  against  him, 
and  we  had  a  right  to  expect  that  the  disagreeable  incident  was  closed  when  we 
left  the  Secretary's  office.  But  that  we  were  not  to  realize  this  just  and 
reasonable  expectation  was  soon  made  apparent  by  the  following  circumstances: 

For  many  years  It  has  been  a  habit  with  the  Washington  public  to  pay  Its 
annual  taxes  during  the  last  month  In  the  year  for  which  taxes  are  payable, 
and  the  Inevitable  result  of  that  was  to  create  a  stringency  In  the  local  money 
market  at  that  time.  In  order  to  obviate  that  difficulty,  the  Treasury  Depart- 
ment has  made  it  a  rule  for  the  last  8  or  10  years  to  deposit  In  the  banks  of 
this  city,  about  the  usual  tax-paying  time,  a  simi  equal  to  the  amount  which  is 
then  withdrawn  for  the  puri)ose  of  paying  taxes,  and  the  sum  so  deposited  has 
been  distributed  among  the  banks  In  proportion  to  their  Individual  deposits,  the 
theory  being  that  the  withdrawals  for  tax-paying  purposes  would  be  approxi- 
mately In  the  same  proportion.  But  when  the  deposit  was  made  last  year  the 
Riggs  National  Bank  was  excluded  from  all  participation  in  the  fund.  The 
fact  that  the  usual  dejiosit  was  made  with  every  National  Bank  in  Washington 
except  this  was  a  dis(!rinilnatlon  for  which  no  reasonable  excuse  could  be  given, 
and  that  discrimination  becomes  the  more  apparent  and  the  more  unjust  when  it 
is  remembered  that  about  one-fifth  of  the  taxes  of  the  District  of  Columbia  are 
paid  by  our  depositors,  and  that  the  money  with  which  those  taxes  are  paid  Is 
drawn  out  of  this  bank. 

When  we  found  that  our  bank  had  thus  been  discriminated  against  we 
addressed,  under  date  of  May  C,  1014,  a  jwllte  note  to  the  Secretary  of  the 
Treasury  asking  his  reasons  for  the  discrimination.  Under  date  of  June  11  the 
Secretary  of  the  Treasury  made  a  rather  curt  answer  to  our  letter  addressetl  to 
him  more  than  30  days  before,  and  in  addition  to  what  we  think  were  his 
wholly  insufficient  reasons  for  refusing  to  deposit  any  part  of  the  tax  money 
with  this  bank,  and  as  if  to.  emjihasize  his  unreasonable  hostility,  he  void  us 
that  he  Intended  "  to  withdraw  all  Government  funds  from  the  Riggs  National 
Bank." 

In  pursuance  of  this  open  declaration  of  war  on  this  bank,  the  withdrawal  of 
public  funds  from  it  was  systematically  inaugurated,  and  in  a  very  short  time 
more  than  $1,200,000  were  wlthdraw^n.  Such  a  withdrawal  would  embarrass  a 
stnmg  bank  In  an  ordinary  time,  and  under  the  financial  conditions  which  then 
existed  a  bank  of  less  than  exceptional  strength  would  have  been  seriously  im- 
periled. In  a  period  of  stress,  when  some  banks  were  failing  and  all  banks 
were  striving  to  husband  their  resources,  no  rea.sonable  depositor  would  have 
made  an  extraordinary,  and  certainly  not  an  imnecessary,  demand  upon  any 
bank,  and  that  this  demand,  both  extraordinary  and  unnecessary,  should  have 
been  made  by  the  Government  of  the  United  States,  and  by  the  very  depart- 
ment of  the  Government  charged  with  the  care  and  supervision  of  national 
banks,  in  a  time  of  universal  depression,  verging  on  a  panic,  evidences  to  our 
mind  a  deliberate  purpose  to  wreck  this  bank  If  possible,  and  nothing  else  than 
this  bank*s  unassailable  position  defeated  that  purpose. 

The  Treasury  Department  was  not  content  to  withdraw  from  this  bank  the 
funds  subject  to  its  own  control,  but  it  insisted  upon  the  withdrawal  of  a  large 
fund  controlled  by  the  War  Department.  While  the  Secretary  of  the  Treasury 
was  withdrawing  the  public  deposits  from  this  bank  he  was  pursuing  a  different 
policy  toward  another  bank  which  Is  supposed  to  enjoy  your  special  favor,  al- 
though every  report  which  it  has  made  to  your  office  since  you  have  been  Comp- 
troller of  the  Currency  shows  that  It  has  been  violating  that  section  of  the 
national-bank  act  which  limits  Its  right  to  Incur  indebtedness,  and  the  same 
reports  show  that  on  every  statement  day  its  reserve  was  below  the  amount 
required  by  law. 
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It  would  extend  this  eommuuication  beyond  a  reasonable  limit  for  us  to 
review  the  letters  which  have  passed  between  your  office  and  this  bank,  because 
they  cover  more  than  400  printed  pages.  It  will  not  be  amiss,  however,  to  say 
that  in  this  voluminous  correspondence  you  have  not  in  a  single  instance 
ordere<l  or  requested  this  bank  to  discontinue  any  business  practice  which  it 
has  followed,  nor  have  you  suggested  the  adoption  of  any  new  or  difiCerent 
business  methods,  notwithstanding  the  fact  that  our  board  of  directors  by 
formal  resolution  invited  your  suggestion  in  that  regard.  Your  object  through- 
out st»ems  to  have  been  to  find  matter  for  complaint  rather  than  for  correction. 
Indeed,  so  eager  have  you  been  to  find  some  misconduct  on  the  part  of  the 
officers  of  this  bank  that  you  have  called  experts  to  assist  you  in  that  effort. 
You  kept  the  regular  baixk  examiner  for  this  district,  with  an  assistant,  em- 
ployed In  an  examination  of  It  from  the  13th  of  November,  1914,  to  the  16th 
of  January,  1915;  and  when  that  unprece<lented  examination  disclosed  nothing 
which  would  support  your  attack,  you  brought  an  examiner  from  another  dis- 
trict and  ordered  him,  in  cooperation  with  your  regular  examiner,  to  conduct  a 
special  examination  of  our  officers,  under  oath. 

Patience  with  us  has  ceased  to  be  a  virtue,  and  perhaps  never  was.  Hitherto, 
although  sorely  tried,  we  have  by  forbearance  endeavored  to  allay  your  pas- 
sions and  have  continued  to  answer  long  beyond  the  time  when  self-respect 
and  the  good  opinion  of  others  warranted  a  different  course.  We  recognize 
to  the  fullest  extent  your  official  right  and  your  official  duty  .to  give  to  this 
bank,  as  to  all  other  banks  under  your  jurisdiction,  the  most  rigid  supervision 
under  the  law;  and  we  will  In  the  future,  as  we  have  In  the  past,  make  full 
reports  and  complete  answers  to  all  lawful  Inquiries.  But  come  what  may 
we  will  not  further  submit  to  or  respond  to  Inquiries  that  palpably  transcend 
official  propriety  or  authority,  and  which  violate  the  common  rules  of  decency 
and  self-respect. 

Having  submitted  the  foregoing,  we  now  comply  with  your  request  with 
respect  to  the  destruction  of  the  papers  and  records  of  this  bank,  and  say 
that  neither  since  the  1st  of  May,  1914,  nor  before  that  time  have  any  of  the 
books  of  records  or  account,  or  any  portions  thereof,  or  any  correspondence  or 
reports  or  statements  or  vouchers  or  documents  of  this  bank  been  destroyed, 
mutilated,  or  disposed  of. 

Not  only  as  a  matter  of  compliance  with  your  demand,  but  also  because  we 
desire  that  certain  matters  of  fact  in  this  communication  shall  be  placed 
beyond  any  doubt,  we  make  oath  to  this  letter. 

As  only  the  president  and  the  two  vice  presidents  have  cognizance  of  all 
the  facts  herein  stated,  they  alone  subscribed. 
Respectfully,  yours, 

Chas.  C.  Glover, 

President. 
M.  E.  AiLES, 

Vice  President. 
Wm.  J.  Flather, 

Vice  President. 

Subscribed  and  sworn  to  l)efore  me  this  9th  day  of  March,  1915. 

Wm.  H.  Dorsey, 
Notary  Public,  District  of  Columbia. 

Senator  Fletciiek.  What  is  the  date  of  that? 

Mr.  HoGAN.  March  9,  1915. 

Then  came  other  letters  that  1  had  intended  to  read,  but  will  not 
read;  came  other  statements;  came  other  charges  of  falsifications, 
and  came  the  letter  of  March  30,  1915. 

Now,  of  course,  I  want  to  corroborate  by  the  record  the  statement 
I  made  to  the  Senators  the  other  day.  I  return  again  to  that  letter 
of  March  30,  1915,  by  which  this  man  sought  to  get  $5,000  from 
this  bank.  We  had  told  him  early  in  this  correspondence  that  we 
were  going  to  comply  with  everything  that  it  was  humanly  possible 
to  comply  with.  We  were  not  seeking  litigation.  As  I  said  yester- 
day, no  national  bank  that  was  not  foolhardy  would  seek  litigation 
with  the  Comptroller  of  the  Currency  or  the  Secretary  of  the  Treas- 
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uiy.  We  did  everything  that  was  hnnianly  possible  to  do:  but  we 
told  him  earlv  that  if  he  intended  to  continue  his  actions  on  anv  such 
pretext  as  he  was  doin^  we  woidd  appeal  to  the  courts  of  this  land 
and  brin^  him  there,  and  it  took  nine  luonths  l)efore  he  would  jump, 
and  it  took  him  less  than  a  month  to  crawl  from  his  jump. 

Senator  Fletciiek.  I  would  be  glad,  Mr.  Hogan,  if  you  would 
i-ead  that  letter  of  January  22. 

Mr.  HooAN.  I  have  i*ead  it  into  the  reconl  while  vou  were  out. 
Senator,  every  word  of  it. 

Senator  Fletcher.  All  right. 

Mr.  HoGAN.  On  page  470,  in  the  letter  of  March  30,  delivered  late 
on  March  31,  after  saying  that  he  wanted  $5,000  and  would  we  please 
send  it  over  to  him  right  away,  he  says : 

The  l$r»,(KM)  assessment  imposed  as  rtlx)ve  Mtuted  Is  Ui  udilitioii  to  the  aU  other 
penalties  wliic-h  you  have  incurred  and  are  incurrlnji:  for  your  falliu-e  to  famish 
all  otlier  special  reiM»rts  whicli  liave  heretofore  bt^en  called  f<»r  by  the  Comp- 
troller of  the  Currf»n<*y,  in  aceordanre  with  the  provisions  of  se<*tions  .5211  and 
5213  of  the  Reviseil  Statutes  of  the  Uniteti  States. 

That  is  what  he  sjiid  on  March  31. 

On  April  1  we  demanded  that  $5,000  and  we  failed  to  get  it.  On 
April  12,  which  was  as  soon  as  we  were  able  to  properly  prepare  a 
bill  charging  this  man  with  his  misconduct,  we  filed  our  bill.  Hav- 
ing in  mind  what  he  said  in  that  last  conukiunication,  I  want  to  call 
your  attention  to  what  he  said  when  he  came  into  court.  I  read  from 
pages  21  and  22  of  the  affidavit  of  John  Skelton  Williams  in  what 
we  have  been  referring  to  as  the  equity  suit : 

Inasmuch  as  tlu»  plaintiff  did  ultimately  file  reports  to  all  the  calls  (though 
at  times  incomplete  and  evasive),  except  that  of  January  22,  1915,  aforesaid, 
exercising  my  discretion  as  Comptroller  of  the  Currency  I  have  no  intention  of 
assessing  or  attempting  to  collect  any  penalty  on  such  calls,  notwithstanding 
tlie  fact  that  some  of  said  reports  were  not  filed  within  the  time  prescribed 
by  law,  and  I  hereby  waive  the  right  to  assess  any  penalty  on  such  caUs  other 
than  said  penalty  of  $5,000. 

That  was  in  May,  1915,  that  he  filed  and  swore  to  that.  And  then 
he  says  there  would  not  be  any  other  i>enalties,  because  we  ultimately 
filed  reports.  We  have  not  filed  any  report  between  the  time  when 
he  wrote  his  letter  of  March  30,  19i5,  when  he  said  the  $5,000  was 
in  addition  to  the  other  penalties  incurred,  and  the  time  when  he 
wrote  this.  If  we  had  compiled  at  once,  to  be  free  of  the  penalties^ 
ultimately  or  otherwise,  witn  his  calls  for  reports,  we  had  complied 

frior  to  the  time  when  he  wrote  that  letter  m  March,  1915 ;  and  as 
said  yesterday,  if  we  had  incurred  penalties  aggregating  $160,000 
for  violations  of  law,  the  law  imposed  the  penalties  and  there  never 
was  any  authority  ^ven,  even  to  this  comptroller,  whereby  he  could 
gratuitously  in  his  discretion  give  away  $160,000  of  the  public  funds. 
In  that  same  aifidavit,  always  complaining  and  always  assei*ting 
that  no  court  had  any  right  to  bring  him  to  its  bar,  he  said  in  con- 
clusion : 

I  have  endeavored  in  this  affidavit  to  answer  si)ecifically  and  in  detail  aU 
tlie  allegations  of  fact  contained  in  the  bill  of  complaint  affecting  me,  without 
regard  to  the  question  of  whether  they  l>ear  upon  any  issue  Involved  in  this 
action,  and  to  set  forth  the  motives  and  purposes  that  have  guided  me  in  the 
matters  that  are  within  my  explicit  jurisdiction  and  discretion,  and  as  to 
which  I  understand  that  T  am  not  under  any  legal  obligation  to  account  In 
this  action. 
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That  is  what  the  Kaiser  used  to  sa}^ ! 

Now,  sir,  one  of  the  most  reprehensible  things  that  Mr.  Williams 
did  was  to  create  a  false  impression  that  the  Riggs  National  Bank 
was  habitually  short  in  its  reserves. 

Prior  to  the  amendment  of  the  law,  in  the  federal  reserve  act,  na- 
tional banks  wei-e  required  to  keep  on  hand  reserves  equal  to  25  pov 
cent  of  their  individual  deposits.  The  law  i-ecpiired  that  12^  per 
cent,  or  one-half  of  the  i-eserve,  be  kept  in  cash  at  the  bank,  and 
permitted  12J  pr  cent,  or  the  other  half  of  the  i-eserve,  to  be  kej)t 
with  other  national  banks  designated  b}'  the  comptroller  as  I'eserve 
agents.  The  Riggs  National  Bank  had  a  very  large  southern  busi- 
ness. A  great  man}-  hundreds  of  the  banks  in  the  South  were  its 
corresp)ondents,  and  those  banks,  in  order  to  carry  on  their  business, 
very  frequently  would  call  upon  the  Riggs  Baiik  for  the  transfer 
of  funds  from  Washington  to  the  southern  market,  and  invariably' 
when  those  calls  came  in  the  Riggs  Bank,  with  all  promptness,  would 
respond  thei-eto,  because  our  cash  reserves  whatever  they  were  hei'e 
in  the  vaults  weiv  always  supplemental  by  cash  reserves  that  we 
could  get  in  a  few  hours  by  telegraph  from  New  York.  If  wo  were 
required  to  have  $2,000,000  on  a  given  date,  and  we  had  $1,000,000 
here  and  perhaps  a  million  and  a  half  in  New  York,  earning  inter- 
est, in  order  to  meet  the  demands  of  our  southern  correspondents 
and  the  money  we  had  here  was  depleted  temporarily  to  a  very 
slight  extent,  the  next  morning  we  would  have  fimds  from  New 
York  to  cover  it. 

All  of  which  was  made  known  to  John  Skelton  Williams. 

Wlien  he  got  to  the  fix  where  he  had  to  testify  to  some  of  this 
conduct  of  his,  he  put  forth  the  fact  that  we  were  very  freauently 
short  in  our  reserves.  On  page  55  of  the  affidavit  which  he  filed  in 
court  he  indulged  in  what  I  yesterday  characterized  as  that  half- 
truth  method.  This  time  he  put  it  in  writing  which  he  knew  was 
going  out  to  the  public. 

As  exhibit  D  to  the  affidavit  of  the  defendant  Williams  he  put  in 
a  tabulated  statement  in  two  parts,  part  one  and  part  two.  I  could 
read  you  both  the  figures  and  the  percentages,  but  it  will  do  to  read 
you  the  percentages  for  the  illustration  of  what  I  want  to  show.  It 
is  a  table  showing  per  cent  of  avenige  reserve  for  30  days  prior  to 
the  dates  of  reports  of  condition  of  the  Riggs  National  Bank.  He 
would  take  a  date  and  he  would  put  in  there  that  there  was  in  cash 
11.88  per  cent,  and  then  a  dotted  line  to  show  how  much  we  had 
in  the  hands  of  our  reserve  agents  over  in  New  York,  and  then  a 
dotted  line,  keeping  from  the  public  and  from  the  court  how  much 
our  total  reserves  in  hand  were.  You  will  see  that  except  in  one 
instance  he  does  not  put  down  what  our  cash  reserves  were  in  other 
banks,  and  in  that  instance  where  he  does  put  it  down  he  leaves  out 
what  our  cash  reserves  were  in  Washington ;  so  we  have  little  dotted 
lines  evading  the  disclosure  of  facts. 

He  gave  28  instances  in  the  history  of  this  bank  in  which  he  said 
we  were  short  in  our  reserve.  Out  of  those  28  instances  we  were — 
and  he  knew  we  were — 17  times  over  in  the  amount  of  cash  we  had 
available  to  us  as  reserves.  As  to  the  cash  on  hand  and  the  cash,  as  I 
have  told  you   that  could   be   brought  over  promptly,   were  over 
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17  times;  we  wei*e  less  than  a  fraction  of  1  per  cent  under  nine  times, 
and  we  were  less  than  IJ  per  cent  under  the  remaining  two  times. 

As  I  have  said  to  you,  tirelessly.  Senators,  he  knew,  evidently, 
when  he  put  that  thine  in  that  we  had  no  way  of  replying  to  it. 
This  was  a  preliminary  liearing  on  a  bill  and  ex  parte  affidavits;  but, 
as  I  said,  and  I  say  over  and  over  again,  to  Justice  McCoy's  great 
credit  he  did  not  permit  that  situation,  and  we  did  make  a  reply. 

In  the  affidavit  of  Mr.  Joshua  Evans  we  set  forth,  firsts  his  state- 
ment No.  1,  wherein  he  tries  to  show  our  cash  reserves.  I  am  not 
goin^  to  read  it  all  to  you,  but  I  am  going  to  call  your  attention  to 
the  situation. 

On  June  28,  1900,  the  cash  i-equired  was  $655,675;  cash  held, 
$609,122;  cash  required  with  reserve  agents,  $655,765:  actual  cash 
held  by  our  reserve  agents,  $1,310,442. 

So  we  had  over  twice  as  much  as  we  were  required  to  have  with  our 
reserve  agents,  and  a  few  thousand  dollars  only  under  our  cash  in 
bank;  and,  therefore,  to  keep  from  showing  to  the  court  and  the 
public  the  real  situation,  he  put  dotted  lines  where  he  would  other- 
wise have  been  required  to  tell  the  truth  about  the  money  we  had  in 
bank. 

Think  of  sending  out  to  the  American  public  and  to  the  public  of 
this  community  a  statement  which  would  lead  the  deix)sitors  and  the 
people  dealing  with  us  to  believe  that  we  were  in  a  position  where  we 
could  not  meet  our  reserve  requirements  on  certain  given  dates,  when 
he  knew  that  on  practically  every  one  of  these  dates  we  were  over- 
whelmingly in  position  to  meet  them. 

Think  of  the  harm  that  he  could  have  done,  that  he  might  have 
done  to  a  national  bank  by  such  an  action  as  that^  Think  of  the  false 
inference  and  the  false  impression  that  he  might  have  created  and 
what  a  nin  it  might  have  started  on  some  other  bank  not  so  strongly 
intrenched  as  the  Riggs. 

Then  turn  to  page  396  of  the  hearing  of  Comptroller  Williams  be- 
fore this  committee  in  February  last,  when  Senator  Henderson  pro- 
pounded a  question  to  him  and  he  said  he  thought  it  was  not  too 
much  to  say  that  his  conduct  had  saved  this  bank. 

Next,  part  2d  of  that  report,  page  7  of  Mr.  Joshua  Evans's  table. 
I  am  going  to  show  you  what  the  real  situation  was. 

On  September  4,  1906,  our  total  reserves  were  required  to  be  25 
per  cent,  and  we  had  twenty-seven  and  a  fraction 

Senator  Henderson.  Just  explain  that.  Under  cash,  in  the  table, 
you  have  11.88. 

Mr.  HoGx\N.  Yes. 

Senator  Henderson.  Now,  under  agents  there  are  the  dots  that 
you  have  referred  to. 

Mr.  HoGAN.  Yes.    Do  you  know  what  agents  mean  ? 

Senator  Henderson.  Yes ;  other  banks  outside. 

Mr.  HooAN.  The  National  City  Bank,  for  instance. 

Senator  Henderson.  Any  banks  outside  of  your  own  bank. 

This  cash,  as  I  understand  it,  is  what  they  had  in  the  Ri^s  Na- 
tional Bank? 

Mr.  HooAN.  Yes,  sir:  in  the  vault. 
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Senator  Henderson.  The  agents  are  other  institutions  that  you 
have  deposits  in  ? 

Mr.  HoGAN.  Right 

Senator  Henderson.  What  were  the  agents  holding  on  that  date? 

Mr.  HooAN.  15.16  per  cent,  instead  of  12.5. 

Senator  Henderson.  Then  the  reserve  that  the  bank  had 

Mr.  HoGAN.  Was  27. 

Senator  Henderson.  And  available  on  that  date  was  27? 

Mr.  HooAN.  Twenty-seven  and  a  fraction;  and  as  I  said,  if  he  told 
the  whole  truth,  he  would  have  disclosed  that. 

Senator  Henderson.  Your  contention  is  that  this  Table  No.  2  as 
shown  here  does  not  reveal  the  true  situation  relative  to  the  available 
cash  on  hand  that  the  Biggs  National  Bank  had  at  that  date  ? 

Mr.  HoGAN.  Obviously  and  demonstrably  so;  and  he  knew  it 

Senator  Henderson.  The  same  condition  would  exist,  then,  w*ith 
reference  to  these  other  items,  with  the  exception  of  January  31, 
1910,  where  there  is  no  cash,  but  11.99  under  agents? 

Mr.  HoGAN.  Yes.  I  will  show  you  that  condition.  In  the  condi- 
tion, under  cash,  w^e  had  in  our  bank  at  that  time  or  were  required  to 
have  12.50.  We  had  in  our  bank  12.97.  We  had  more  than  was  re- 
quired, and  I  venture  to  say — I  have  not  it  before  me 

Senator  Henderson.  I  sfCy,  there  is  nothing  under  cash. 

Mr.  HoGAN.  On  that  date  we  had  12.97  under  cash;  11.905  with 
agents,  and  a  total  of  24.812.  In  other  words,  we  were  under,  tem- 
porarily, that  day,  the  difference  between  25  per  cent  and  24.81. 

Senator  Henderson.  That  fact  could  have  been  determined  under 
this  table,  could  it  not,  because  while  there  are  dotted  lines  in  the 
column  under  cash,  and  under  agents  11.90,  still  under  totals  it  is 
carried  out  at  24.80  ? 

Mr.  HoGAN.  As  to  that  one  date. 

Senator  Henderson.  As  to  that  date  you  could  have  determined 
what  the  cash  was  on  hand  ? 

Mr.  HoGAN.  Yes ;  as  to  that  one  date.  Now,  take  the  other  dates, 
Senator,  that  you  have  cot  there.    Will  you  follow  me? 

Senator  Henderson.  Yes. 

Mr.  HoGAN.  November  12,  1906,  our  total  was  25.50 — ^more  than 
required.     He  does  not  give  it,  does  he? 

Senator  Henderson.  He  gives  under  cash,  only. 

Mr.  HoGAN.  I  see. 

Senator  Henderson.  So  far  as  agents  are  concerned,  the  only 
item  appearing  in  that  column  under  agents  is  the  January  31,  1910, 
item.     The  balance  is  all  dotted  lines. 

Mr.  HoGAN.  They  read  this  way:  Sf8.13,  28.71,  28.10. 

On  February  5,  1909,  where  we  had  cash  11.65,  and  he  does  not 
give  the  rest,  we  had  30.96  with  our  reserves  agents,  or  a  total  of 
42.61  reserves. 

He  knew  it.  Senator :  he  knew  it  when  he  sent  that  vicious  state- 
ment to  the  public:  he  knew  it  when  he  put  it  in  the  affidavit.  He 
could  not  help  but  know  it ;  and  as  I  said  to  you  yesterday,  the  man 
who  deals  in  half  truths  is  the  most  vicious  kind  of  a  falsifier.  I 
gave  to  the  court  the  whole  truth,  and  not  part  of  the  truth.    I 
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cHiiie  back  to  the  roiirt  and  gave  it  in  Mr.  Evans*?*  affidavit,  all  of 
tlioM?  things,  .-u  tliJit  the  <f)urt  at  that  time  could  get  it  all. 

But  do  yon  think  that  we  were  ever  able  to  overtake  the  effect 
of  that  kind  of  a  table  that  was  sent  out  bv  Mr.  Williams? 

Senator  IlKxiiERsr^x.  I  understand  that  you  are  not  complaining 
of  these  items  where  tlie  totals  are  given. 

Mr.  H<x;ax.  You  are  right.  Senator,  r>,  you  have  been  all  the  way 
through. 

Senator  IIexdebsox.  Where  the  totals  are  given  you  tan  readily 
iletermine  what  the  agents  have? 

Mr.  HoGAX.  Yes,  sir.  I  do  not  know  whether  those  totals  are  cor- 
rect. The  correct  totals  are  given  in  a  fidl  and  true  s-tatement  at- 
tached to  Mr.  Evans's  affidavit  filed  in  the  ec|uity  suit. 

Senator  IIexdkksox.  It  is  only  where  the  dotted  lines  ap|>ear 
under  totals  where  it  miglit  run  over  the  25  per  cent 

Mr.  IIocAX.  Where  it  did  run  over  the  25  i>er  cent.  There  is  not 
a  time  there  where  he  left  a  dotted  line  where  we  did  not  have  more 
with  the  agents  than  we  were  required  to  have.  There  is  not  a  time 
there  whei-e  he  left  a  dotted  line  that  we  did  not  have  more  than  the 
law  required  us  to  have;  and  there  was  no  time  in  all  the  instances 
he  gave,  with  two  exceptions,  when  we  were  more  than  a  fraction 
of  1  per  cent  temporarily  under,  caused  by  the  conditions  of  which 
I  have  already  told  you. 

Of  course,  when  you  send  out  reports  that  a  national  bank  is 
short  in  its  reser\'es;  when  you  make  that  kind  of  a  statement  and 
uiake  it  public,  and  when  you  did  as  Williams  did — the  day  we  filed 
this  lie  sent  out  a  long  statement  to  the  press  which  summarixed 
these  things,  which  gave  them  to  the  public,  and  then  he  comes 
around  and  says  he  saved  the  bank.  Althou<^h  it  is  nineteen  hun- 
<lred  and  odd  years  later  tlian  any  i-ecord  of  miracles,  it  is  a  miracle 
that  the  Riggs  National  Bank  is  in  existence  to-day. 

The  Chairman.  Are  there  totals  that  do  not  represent  the  ftill 
amount  of  the  cash  reserves  either  in  the  bank  or  in  New  York? 

Mr.  IIocjAN.  Yes;  I  have  called  attention  to  them. 

The  CiiAiKMAX.  That  is  the  point  I  understood  that  Senator  Hen- 
(lerson  wanted  to  bring  out. 

Mr.  HooAx.  He  brouirht  it  out  very  clearly. 

Senator  Henderson.  What  I  was  getting  at  was  simply  this,  that 
in  this  table,  under  cash,  we  have  in  the  first  item  11.88.  Then  there 
is  nothing  under  agents  and  nothing  under  totals.  So  the  inference 
would  probably  be  that  there  was  only  11.88  in  the  bank. 

Mr.  HooAN.  Kight :  and  if  he  had  told  the  whole  truth 

Senator  Henderson.  Where  the  items  are  shown  under  agents  and 
under  totals  you  can  easily  determine  it. 

The  Chairman.  Certainly,  but  in  some  instances 

Senator  Henderson.  Agents  were  left  out  entirely,  and  under 
totals,  too. 

Mr.  HooAX.  Yes;  in  numerous  instances. 

Senators,  I  am  going  to  insert,  because  Mr.  Williams  inserted 
his  statement  in  the  record,  the  true  statement  which  will  be  found 
on  page  7  of  Mr.  Evans's  affidavit  in  the  equity  proceedings. 
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(The  statement  referred  to  is  as  follows:) 


Date. 


8ept.4, 11X)6.. 
Nov.  li,  1906. 
lCAr.22,1907. 
May  30, 1907.. 
Jtilv  15, 1906.. 
Feb.  5, 1900.. 
June  2L  1909. 
Nov.  10, 1909. 
Jan.  31, 1910.. 
Mar. »,  1910. 
Jane  30, 1910. 
Sept.  1,1910.. 
Not.  i6,  1910. 
Jan.  7, 1911... 


Cash. 

Agents. 

Total. 

11.88 

15.16 

27.04 

10.85 

14.65 

25.50 

11.69 

16.44 

28.13 

12.41 

16.30 

28.71  . 

10.80 

27.30 

38.10 

11.65 

3a  96 

42.61 

10.09 

19.13 

29.22 

12.40 

12.80 

25.20 

12.907 

11.906 

24.812 

11.53 

14.28 

25.76 

12.09 

13.65 

25.64 

11.40 

17.00 

28.40 

10.20 

14.74 

24.94 

1    9.77 

1 

13.95 

23.72 

Date. 


Mar.  7, 1911. 
June  7, 1911. 
Sept.  1, 1911. 
Dec.  5, 1911.. 
Feb.  20, 1912. 
Apr.  18, 1912 
June  13, 1912 
Sept.  4, 1912. 
Nov.  26, 1912 
Apr.  4, 1913. 
June  4, 1913. 
Aug.  9. 1913. 
Oct.  Zt,  1913. 
Mar.  4, 1914. 


Cash. 

Agents. 

9.36 

22.85 

11.72 

16.44 

10.  n 

14.60 

11.25 

16.45 

10.198 

14.197 

11.60 

13.21 

9.40 

16.50 

9.97 

14.53 

10.31 

14.12 

11.15 

14.10 

11.05 

12.53 

11.56 

12.63 

10.13 

14.40 

10.  S7 

13.46 

Total. 


32.21 

28.16 

25.37 

27.70 

24.395 

24.81 

25.90 

24.50 

24.48 

25.25 

23.58 

M.18 

24.53 

24.83 


Senator  Henderson.  Are  you  going  to  bring  up  a  new  point  now  ? 

Mr.  Hooan.  Yes,  sir. 

Senator  Henderson.  Just  before  you  start,  there  is  one  matter 
that  is  not  clear  in  my  mind.  How  long  a  time  was  this  controversy 
between  the  Riggs  National  Bank  and  the  comptroller  going  on? 

Mr.  Hooan.  From  June  9,  1914,  until  April  12,  1915.  Do  you 
want  to  know  what  stopped  it? 

Senator  Henderson.  No.    I 

Mr.  Hooan.  The  suit. 

Senator  Henderson.  What  I  wanted  to  get  at  was  that  a  few  min- 
utes ago  you  referred  to  the  fact  that  none  of  the  national  banks 
in  the  city  of  Washington  had  been  examined  by  bank  examiners 
as  required  by  law. 

Mr.  Hooan.  Yes;  that  they  had  not  had  the  regular  bank  exami- 
nations required  by  law. 

Senator  Henderson.  WTiat  year  was  that  ? 

Mr.  Hooan.  1915:  I  will  verify  that  and  give  it  to  you  in  the 
morning. 

Now,  you  want  to  know  why,  naturally — ^why,  if  the  controversy 
ended 

Senator  Henderson.  I  asked  that  question  before,  and  your  an- 
swer was  that  thev  were  so  busy  investigating  the  Kiggs  National 
Bank  that  they  did  not  have  the  time. 

Mr.  HoGAN.  Right.  The  controversy  ended,  so  far  as  this  corre- 
spondence was  concerned,  with  the  filing  of  the  suit  on  April  12, 
1915;  but,  as  I  will  show  you  in  a  little  while,  from  that  time  on 
until  after  October,  1915,  the  bank  examiners  were  with  us  daily. 
They  were  with  us  then  for  the  purpose  of  making  out  a  criminal 
case,  which  I  am  about  to  tell  you  of. 

One  of  the  things  which  Mr.  Williams  made  a  great  point  about 
was  what  he  called  compensating  balances. 

We  had  very  frequently  a  great  deal  more  money  than  our  depos- 
itors wanted  to  borrow  and  loan  on  proper  collateral  to  others.  He 
found  in  that  a  cause  for  criticism.  We  called  his  attention  to  the 
fact,  never  disputed  and  indisputable,  the  unique  and  peculiar  fact, 
that  in  the  18  years  of  our  existence  as  a  national  bank,  to  the  time 
of  this  controversy,  the  Riggs  National  Bank  had  never  refused  a 

144836—19 9 


128  NOMINATION   OF  JOHN   SKELTON   WIIJ.IAMS. 

commercial  loan  in  the  city  of  Washington  on  account  of  lack  of 
loanable  funds.  In  other  wortls,  we  never  had  money  loaned  on  col- 
lateral or  loaned  in  any  other  way  that  made  us  refuse,  nor  did  we 
ever  refuse — which  was  unique — a  local  commeiTial  loan  on  account 
of  lack  of  loanable  funds. 

Not  only  that,  but  we  called  his  attention  twice,  and  maybe 
oftener,  in  this  long  correspondence,  to  the  fact  that  never  in  the 
history  of  our  existence  as  a  national  bank  had  we  called  a  local 
loan.  That  spoke  not  only  volumes  for  our  consideration  of  the  local 
financial  condition  and  the  needs  of  our  very  restricted  and  very 
Harrow  c*ommereial  conditions,  but  it  spoke  equal  volumes  for  the 
high  character  of  our  borrowers. 

We  told  him  that.  We  put  it  up  to  him  squarely  twice  that  we 
had  never  refused  one  single,  solitary  commercial  loan  on  account 
of  lack  of  loanable  fimds;  and  the  infei*enc*e  was,  although  we  did 
not  say  it,  of  you  can  show  to  the  contrary,  show  it. 

Here  was  a  remarkable  fact,  that  never  in  our  entire  existence 
had  we  called  a  local  loan.  As  I  say,  that  was  undisputed.  He 
got  on  this  compensating  balance  proposition.    I  think  the  term  will 

l)e  found  in  his  affidavit 

Senator  Henderson.  Just  explain  that. 

Mr.  HoGAN.  1  am  going  to  tell  you  what  it  is.    It  is  polite  usury. 
While  he  was  going  after  the  national  b^nks  secretly  thix)Ughout 
the  country  with  respect  to  whether  they  were  charging  usury  he 
was  insisting  that  we  were  ^ilty  of  not  charging  usury. 

Here  is  what  compensating  balances  are:  Say  that  you  want  to 
borrow  $5,000.  Ordinarily  you  are  not  going  to  borrow  $o,(KX) 
unless  you  need  to  borrow  it.  Vou  go  to  a  bank  which  is  not  allowed 
by  law  to  charge  more  than  G  per  cent.  That  bank  savs  to  you, 
"Senator  Henderson,  we  will  loan  you  $5,000  if  3-011  will  give  us 
your  note  for  $10,000  and  agree  to  Weep  $5/X)0  of  it  as  a  balance  in 
the  bank." 

Senator  Henderson.  Do  I  have  to  pay  interest  on  the  $10,000? 
Mr.  Ho<JAN.  Yes.  They  do  not  usually  go  that  high.  I  have 
given  you  for  the  purpose  of  illustration  the  extreme  of  it.  The 
bank  then  gets  $G00  a  year,  or  12  per  cent  interest,  on  the  money 
you  ^i.  Some  of  them  use  a  certificate  of  deposit  in  order  to  pre- 
vent you — I  am  not  going  to  mention  the  names,  because  Mr.  Williams 
must  know  of  it.  If  he  does  not,  he  ought  to  know.  You  come  into 
the  bank,  and  they  take  your  note  for  $10,0(X),  and  they  place  at 
your  disposal  immediately  $5,000,  and  you  must  put  a  certificate  of 
deposit  with  them  of  $2,500,  which  you  can  not  draw^  out  until  you 
pay  that  note. 
That  is  a  compensating  balance. 

Senator  Henderson.  1)0  they  allow  you  cm  the  certificate  the  same 
interest  the  note  is  to  bear? 

Mr.  Hooan.  Oh,  far  be  it.     It  would  not  then  be  compensating. 

When  I  use  that  term  I  use  Mr.  Williams's  term. 

I  want  to  be  fair  about  this  thing.     All  banks  try  to  build  up 

balances.    They  try  to  say  to  a  borrower,  particularly  if  they  have 

got  plenty  of  demands  for  their  money,  "If  you  do  busine»$  with 

oui*  bank,  you  must  keep  a  reasonable  average  balance  with  our  bank.^ 
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It  is  a  better  way  of  getting  a  little  more  income  than  you  would 
be  entitled  to  under  the  law.  In  the  extreme  case  that  I  liave  illus- 
trated you  would  be  paying  12  per  cent  on  your  loan. 

Senator  Newberry.  Would  you  consider  it  a  comi>ensating  balance 
if  the  bank  regulations  required  borrowers  to  make  a  deposit  of  10  or 
12  per  cent  of  the  amount  of  their  loan  'i 

Mr.  HoGAN.  That  is  what  it  is.  I  do  not  say  that  it  is  a  thing  that 
is  not  legitimate,  but  that  is  what  it  is. 

Senator  Newberry.  You  do  not  call  that  polite  usury,  do  you  ? 

Mr.  HociAN.  No;  I  call  this  thing  that,  though. 

Senator  Newberry.  I  never  heard  of  that  before ;  but  it  is  the  cus- 
tomary and  ordinary  thing  with  well-regulated  banks  that  I  know 
about  to  require  depositoi's  to  have  a  deposit  that  would  warrant 
the  loan. 

Mr.  HooAN.  That  is  correct.  That  is  precisely  what  I  said  just 
now.  As  you  know,  Senator  Newberry,  there  arc  some  banks  that 
have  a  line  of  depositors  that  are  not  bori*owei"s,  and  very  often 
banks  have  to  go  out  and  advertise.  Very  often  banks  in  this  com- 
munity would  make  loans  to  i>ersons  who  were  not  even  their 
customers. 

Then  again  there  is  also  the  overdi'aft.  That  is  ordinarily  an 
evil,  but  one  way  that  properly  regulated  banks  get  around  it  is 
that  when  they  have  a  loan  with  a  person  who  has  overdrawn  his 
account  the  collateral  pledged  with  that  loan  also  stood  back  of  the 
overdraft. 

We  talked  about  compensating  balances,  and,  as  I  say,  at  the  time 
we  called  his  attention  to  the  fact  that  we  had  hundreds  of  thousands 
of  dollars  in  our  vaults  that  we  had  no  loans  for,  and  what  does  he 
do?  I  do  not  know  just  what  he  meant  b}"  this,  but  after  jumping 
on  us  a  number  of  times  about  it,  and  after  having  us  ask  him,  "  Is 
there  anything  wrong  with  the  loans?  Do  you  want  them  charged 
off?  Is;  any  requii-ement  being  violated?  Give  us  your  direction. 
You,  as  the  comptroller,  can  do  it ; ''  he  came  into  court  and  filed 
this,  at  page  89  of  his  affidavit,  being  Exhibit  J  to  Defendant  Wil- 
liams's affidavit: 

Lists  of  loans  found  in  tiie  Ui^gs  Xationni  linuk  at  tlie  time  of  the  oxaniinu- 
tlon  of  May  18,  1914,  to  24  lM)rrower«.  tlie  fleposits  acc*oiint8  of  4  of  wliom  were 
overdrawn  to  the  extent  of  J?7,r)29.88,  an<i  tiie  a^jijrejrate  deposit  l)alance  of  the 
remaining  20  was  only  $0,823.06. 

Then  he  designates  by  initials,  thereby  not  disclosing  as  was  en- 
tirely improper — I  do  not  say  this  by  way  of  criticism — ^the  name  of 
the  borrower,  and  he  puts  in  tlie  ci'edit  balance,  the  overdraft,  and 
the  amount  of  the  loans. 

He  knew,  because  he  had  been  told  about  all  these  things;  he  knew, 
or  he  could  have  known  and  he  should  have  known  before  he  put 
the  thing  before  the  public  that  against  the  $1,779,000  in  loans  made 
to  those  24  depositors,  the  bank  had  collateral  from  those  depositors 
that  had  at  that  time  a  market  value  of  $2,488,444.  I  do  not  know 
how  lie  made  the  mistake,  but  he  was  entii-ely  wrong:  in  his  state- 
ment about  the  overdrafts.  Mr.  Evans,  assistant  cashier,  shows  that 
the  entii*e  overdrafts  recognizable  as  belonging  to  those  borrowei-s  at 
that  time  wei-e  $175.83,  and  the  person  who  had  $122.45  overdraft 
had  a  $100,000  loan  and  $125,000  collateral  in  the  bank,  and  the 
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person  who  had  the  $2.88  overdraft  had  a  $28,000  loan  and  $53,000 
collateral  in  the  bank. 

Apparently  the  only  purpose  of  sending  that  out  was  to  show  a 
dangerous  condition. 

I  ask  that  there  be  copied  from  page  10  of  Mr.  Evans's  affidavit 
the  tnithful  table,  because  the  other  is  in  the  record : 


Senator  Henderson.  Were  there  any  patrons  of  the  bank  or  cus- 
tomers that  acted  under  those  compensating  balances  that  you 
speak  of  J 

Mr.  HooAN.  We  never  adopted  that. 

Senator  Henderson.  You  never  adopted  it? 

Mr.  HoGAN.  No;  it  is  customary  with  other  institutions  which  I 
do  not  think  hare  been  favored  with  the  like  criticism  that  we  have 
been  favored  with. 

Senator  Henderson.  I  can  see  where  just  criticism  might  be  made 
against  that  on  other  grounds  than  usury.  Where  a  man  who  is  not 
a  depositor  and  has  no  balance  the  bank  might  want  to  furnish  him 
money  to  Ri>eculate  with,  and  if  it  should  let  him  have  $6,000  to 
speculate  with  then  he  would  have  $5,000  to  his  credit  in  the  bank, 
which  would  apparently  show  a  pretty  healthy  condition  when,  as 
a  matter  of  fact,  it  would  not  really  be  a  healthy  condition. 

Mr.  HooAN.  Right;  but  you  understand,  Senator,  that  he  did  not 
criticize  us  for  indulging  in  that  practice,  but  if  it  meant  anything 
he  criticized  us  for  not  indulging  in  it.  I  have  pointed  out  to  you 
what  it  meant,  and  I  have  told  you  the  methods  adopted  by  some 
banks  that  I  know  of  in  working  that  compensating  balance  scheme. 
There  is  a  legitimate  way  and  there  is  one  that  I  think  is  an  ille- 
gitiniate  way  of  doing  it.  I  may  be  wrong  in  my  opinion,  but  the  le- 
gitimate way  of  acquiring  a  proper  balance,  as  Senator  Newbeiry 
points  out 

Senator  Henderson.  I  never  heard  of  it  being  done  with  a  steady 
customer  of  the  bank. 

Mr.  HooAN.  Some  of  the  banks  may  require  a  compensating  bal- 
ance, and  you  give  them  ft  or  10  or  12  per  cent  instead  of  the  legal 
rate  of  6  per  cent.  As  Senator  Newberry  properly  suggests,  Bie 
bank  expects  those  that  it  lends  money  to  to  keep  their  balances. 
The  rule  is  that  no  bank  employee  or  officer  shall  be  allowed  to  do 
his  banking  business  with  the  rank  in  which  he  is  employed.  But 
that  is  beyond  the  question  here. 
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I  could  go  on  until  the  gavel  cut  me  down  with  illustrations  sucli 
as  I  have  shown,  but  I  want  to  call  your  attention  to  anotlier  matter, 
because  I  find  that  some  of  the  Senators  did  not  seem  to  get  the  two 
things  in  tlieir  correct  juxtaposition. 

On  the  night  of  April  12,  1915,  when  the  Riggs  National  Bank 
filed  its  suit,  as  I  have  already  told  you,  Mr.  Williams,  in  a  press 
dispatch  given  out  from  his  office,  referred  to  the  action  of  the 
bank's  officers  as  temerity  in  bringing  this  suit  against  him.  We 
really  thought  we  had  done  the  American-like  thin^.  We  really 
thought  we  had  applied  the  proper  method  of  bringing  this  thing 
to  an  end. 

From  that  day  to  this,  with  the  exception  of  his  so-called  decision 
of  June  21, 1916,  we  have  gotten  no  more  such  letters  from  Williams. 
All  of  these  things  ended  with  that  suit;  but,  so  rumor  said,  w^e 
were  likely  to  learn  in  some  other  way  what  power  the  comptroller 
had. 

We  came  on  to  a  preliminary  hearing  of  this  case,  and  there  was 
this  exchange  of  counter  affidavits  in  May,  1915.  Among  other 
things,  Mr.  Williams's  counsel  brought  in  an  account  kept  on  the 
boofe  of  Lewis  Johnson  &  Co.,  a  brokerage  house,  which  account 
wjis  kept  in  the  name  of  the  Kiggs  National  Bank,  and  it  showed 
purchases  and  sales  of  stock  charged  to  or  credited  to  the  Riggs 
National  Bank. 

A  great  deal  was  made  in  the  inspired  public  statement  given  out 
about  the  fact  that  there  was  such  an  account. 

I  digress  to  tell  you  Senators  that  it  developed  in  the  sworn  testi- 
mony brought  out  in  the  criminal  case  that  11  national  banks  in  the 
District  of  Columbia  all  had  similar  accounts  with  Lewis  Johnson  & 
Co.  That  does  not  mean  that  I  say  that  the  11  national  banks  of  the 
District  of  Columbia  were  either  buying  stocks  or  selling  stocks  or 
speculating  in  stocks.  I  mean  to  say  nothing  of  the  kind,  but  I  mean 
to  say  that  anybody  with  any  intelligence  could  have  found  out  that 
11  banks  had  stock  and  bond  accounts  with  this  brokerage  house, 
which,  prior  to  its  failure,  was  the  oldest  established  brokerage  house 
in  the  District  of  Columbia.  Thev  could  have  found  out  what  these 
transactions  were. 

As  I  have  said,  back  in  1904  the  comptroller  w-as  inforined  of  the 
character  of  the  brokerage  business  which,  for  the  accommodation 
of  bank  customers,  its  officers  as  individuals  engaged  in — the  Glover 
and  Flather  and  the  Flather  and  Flather  accounts  grew  out  of  it,  as 
you  will  remember. 

Over  and  over  and  over  again  in  this  correspondence,  in  the  nine 
months  preceding  April  12,  1915,  the  comptroller  had  been  given 
ever}'  scintilla  of  evidence  regarding  just  exactly  what  those  accounts 
were. 

A  customer  would  come  to  see  Mr.  Flather,  we  will  say — and  there 
are  many  customers,  of  course,  but  those  who  are  speculators  go  to 
brokerage  offices ;  they  sit  around  and  watch  boards  or  tickers.  But 
there  are  many  persons  who  want  to  buy  securities  and  not  buy  them 
on  margins,  but  properly  put  them  with  their  bank  and  give  their 
not^  for  them,  who  seek  the  assistance  of  their  bankers  rather  than 
to  go  to  brokerage  houses — men  and  women  of  eminent  respecta- 
bility.   They  would  ask  Mr.  Flather  or  Mr.  Glover  to  attend  to  the 
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piiivlias**  of  M*<Miritit»>  tliat  wonlil  lie  transmitted  by  that  |>aiticiilar 
ijfficer  who  handle<i  it  in  hi>  indiviihial  t-apai-ity  to.  for  instance. 
I^'wLs  Jolinson  &  Co.  I>»wis  Johnson  &  Co..  in  onler  that  they  niipht 
facilitate  the  handling  of  tht*  purchase  of  sttfK*k>  and  Imnils.  had  a 
j)rivate  teleplione  line,  which  the  eonipti-oller  knew  aliout  and  made 
iniicli  of.  from  the  desk  of  the  <-ashier  into  their  place,  which  was 
next  d<H>r  to  the  Inink.  niaintain(M|.  however,  at  their  exi>en>e.  Also 
we  had  a  private  telegraph  line,  thnm^h  the  <-onitc»>y  of  C  olpite  &. 
Co..  to  the  National  City  Bank  of  Xew  York,  over  which  we  trans- 
iiiittiHl  onr  daily  hnsiness  with  the  National  City  Bank  of  New  York, 
whoH*  l<M'al  j'orrespondents  we  were.  AVhen  the  re<|uest  was  made 
Mr.  P'lather  or  Mr.  (tlover  wouhl  sav  to  I^ewis  Johnsim  &  Co.,  *•  Biiv 
\W  slian^  of  steel."  "  Buy  iKinds,"  or  whatever  it  was,  whatever 
f-haracter  of  >toc*k  it  was.  We  did  not  sav.  ••  Senator  Henderson 
wants  thi>  ste(»l."  or  '"  Justice  Blank  wants  this  l>ond."  We  simply 
said.  ••  Pinchas4»  1(K)  ?^hares  of  Cnited  States  Steel  and  deliver  it. 

So.  for  the  convenience  of  I>»wis  Johnson  <&  Co..  in  onler  that  they 
mi^ht  know  jii.st  exactly  what  the  transaction  was,  they  carried  that 
account  in  the  name  of  the  bank  whose  officer  transmitted  the  onler — 
Colinnliia  National  Bank.  District  National  Bank,  or  Ki^gs  National 
Bank.  Then,  when  there  was  delivered  that  stock  or  l>oncLs  to  the 
Kig^  National  Bank,  payment  was  made  tlierefor,  and  the  customer 
paid  c>r  it  was  charged  to  the  customerV  accoiuit.  or. the  customer 
made  a  loan  as  the  (*ase  might  l>e. 

There  was  not  a  single,  solitary  thing  in  ivsjXM't  to  that  transaction 
that  had  not  l)een  laid  hare  in  the  greatest  detail  to  the  nmiptroller 
and  th(»  Imnk  examiners.  Mr.  Owen  T.  Reeves  swore  that  the  Riggs 
National  Bank  was  one  of  the  finest  financial  institutions  it  had  lieen 
his  g<MMl  fortune  to  examine,  and  he  was  the  man  who,  after  consulta- 
tion with  the  Comptroller  of  the  Curi-ency  and  his  legal  adviser,  di- 
rected Us  to  <-arrv  the  accounts  in  the  wav  I  have  alreadv  described. 

•  •  • 

S(»nator  Vi^yn-ciivin.  I)i<l  the  bank  ^et  any  commission  or  brokerajT^? 

Mr.  II<k;an.  No  sir.    It  was  dcme  as  I  told  vou  vestenlav.    If  vou 

•        •  •  . 

were  here  you  will.  remeinl)er:  Init  that  is  In'side  what  I  am  going  to 
tell  you  now. 

These  things  were  knoxyn.  NolK)dy  who  was  a  fit  subject  foF  any- 
place but  a  padded  cell  in  a  lunatic  asylum  wouhl  have  ever  endeav- 
ored to  have  denied  it. 

When  we  came  to  tlie  hearing  of  this  preliminary  argmuent  Mr. 
Sanniel  Unti*rmyer  undertook  to  handle  the  facts  for  the  comptroller, 
and  he  nuule  the  statenuMit  in  a  morning  session  during  his  argument, 
|)roducing,  as  he  did  so,  what  had  not  lieen  furnished  us,  a  very  large 
nuudH»r  of  pages  of  a  loose-leaf  ledger  from  Ijewis  Johnson  &  Co.'s 
bank,  and  he  made  the  statement  that  he  did  not  mean  to  say  that 
the  Riggs  Bank  as  a  bank  had  lx)Ught  or  sold  or  s|^culated  in  stocks, 
l)ut  that  the  officers  of  the  bank  had  engagwl  in  this  business,  some  of 
them  buying  for  themscdves  at  times  and  at  other  times  buying  for 
customers,  and  that  he  thought  it  was  a  subject  of  criticism.  He  made 
it  very  plain  that  he  made  no  sudi  charge  against  the  bank  as  a  bank. 

Kecess  came  on  the  day  of  this  hearing,  wiiich  lasted  a  number  of 
days,  and  what  transpired  during  recess,  of  coui*se  I  am  not  advised. 
Former  Senator  Joseph  W.  Bailey  and  myself  solely,  as  counsel  for 
the  linnk.  conducted  this  hearing.    But  after  recess  Mr.  Samuel  Unter- 
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myer^  speaking  as  he  did  as  counsel  for  the  comptroller,  went  back  to 
the  subject  which  he  had  thus  explained  and  had  entirely  departed 
from  in  the  morning  session,  and  made  the  direct  statement  in  open 
court  that  the  Bi^gs  National  Bank  was  a  stock  speculator  and  had 
bought  stocks  and  sold  stocks,  and  even  sold  stocks  short.  It  was  a 
startling  statement.  The  judge  sat  forward  and  asked  a  que^iition 
about  it.    It  was  iij  the  teeth  of  the  real  facts. 

On  that  afternoon,  knowing  these  facts  and  having  spent  countless 
hours  in  the  bank  myself  andliaving  examined  into  every  detail  of  it, 
I  returned  to  my  office  and  dictated  an  affidavit  to  6e  signed  by 
Charles. C.  Glover,  William  J.  Flather,  and  H.  H.  Flather,  the  three 
officers  who  had  been  connected  with  the  bank  from  the  time  it  became 
a  national  banking  institution.  I  do  not  include  Mr.  Milton  E.  Ailes 
in  it,  because  he  had  come  to  the  bank  some  eight  or  nine  years  after, 
and  I  wanted  to  make  affidavit  that  was  comprehensive  and  that 
would  cover  its  entire  national  existence,  bv  men  who  were  with  it 
from  the  beffinnin^. 

In  that  affidavit  it  was  stated  in  resp)nse  to  what  Mr.  Untermyer 
said — ^I  do  not  mean  that  we  mentioned  Mr.  ITntermyer's  name — tKat 
the  Riggs  National  Bank  had  never  in  its  existence  as  a  national  bank 
bought  stock  from  Lewis  Johnson  &  Co. ;  tliat  it  had  not  since  it  was  a 
national  bank  sold  stock  as  a  bank  through  Lewis  Johnson  &  Co.; 
that  the  bank,  since  its  existence  as  a  national  bank,  had  not  made 
short  sales  of  stock  through  T^ewis  Johnson  &  Co. ;  that  any  entries 
which  purported  to  state  that  were  false  entries. 

At  that  time  I  had  not  been  shown  these  entries.  We  only  had  Mi\ 
Untermyer's  statement  for  what  they  showed,  and  I  did  not  at  that 
time  know  that  Lewis  Johnson  &  Co.,  for  their  convenience,  carried 
all  those  accounts  in. the  bank's  name.  It  did  not  make  any  difference. 
My  affidavit  stated  the  facts.  I  knew  at  that  time,  however,  that  it 
was  commonly  known  that  I^ewis  Johnson  &  Co.  did  have  a  lot  of 
false  accounts.  That  was  the  thing  that  brought  about  their  failure, 
and  some  members  of  their  firm  were  afterwards  tried  for  violations 
of  law.  I  said  that  on  information  and  belief  the  court  was  informed 
that  I^wis  Johnson  A  Co.'s  accounts,  it  was  said,  contained  many 
that  were  fictitious  and  false. 

That  affidavit  was  pi*esented  by  me  to  Mr.  William  J.  Flather,  and 
that  same  afternoon,  no  cme  being  present  when  I  dictated  it,  I  ex- 
plained to  him  that  it  met  Mr.  TTntermyer's  statement  that  the  bank 
as  a  bank  had  been  a  speculator,  and  I  told  him  that  it  had  nothing; 
to  do  and  was  not  intended  to  have  anything  to  do  with  the  indi- 
vidual brokerage  transactions  of  the  officers  which  had  been  so  fre- 
fjuently  and  in  detail  made  known  to  everybody — ^the  court,  the  comp- 
troller, the  Secretary,  and  everybody  else. 

Mr.  Flather,  under  my  advice,  signed  that  affidavit,  and  Mr.  Glover 
and  Mr.  Henry  Flather  signed  it  the  next  morning,  and  Senator 
Bailey  presented  it  to  the  court. 

A  colloquy  arose  with  respect  to  what  it  meant  and,  seeing  that 
probably  it  was  being  misinterpreted  in  open  court  by  the  counsel 
for  the  United  States  and  the  counsel  for  John  Skeltoh  Williams,  I 
stated  precisely  what  I  have  stated  to  you  gentlemen  here.  I  stated 
just  exactly  what  that  affidavit  was  intended  to  meet.  I  stated  that  if 
it  was  subject  to  a  misinteq^retation  because  it  did  not  have  the  word 
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"itself"  in  that  was  my  lan£:uage  and  I  did  not  think  that  when  you 
said  the  bank  had  not  oougnt  stock  you  had  to  put  in  the  words  "The 
bank  itself  had  not  bought  stock,"  because  that  added  nothing  to  it. 
The  truth  was  there.  Bight  there  and  then  Judge  McCoy  said  from 
the  bench — and  you  will  pardon  my  apparent  egotism  in  repeating 
it — that  no  one  would  suggest  that  Mr.  Hogan  would  endeavor  to 
mislead  the  court,  and  Mr.  Untermyer  said  he  did  not  suggest  that. 

Prior  to  the  bringing  of  this  suit  a  communication  had  passed 
from  the  Treasury  Department  to  the  Attorney  General's  Etepart- 
ment  asking  that  a  competent  attorney  be  assi^ed  to  the  comptroller 
for  the  obvious  purpose  of  digging;  up  anythmg  they  possibly  could 
to  bring  the  prosecution  on.  but  tnere  was  no  prosecution.  To  this 
day  nobody  has  been  indicted.  Nobody  has  been  civilly  sued  for  any 
act  of  the  JEliggs  National  Bank  or  any  of  its  officers  for  its  many  vio- 
lations of  law  complained  about  which,  in  truth,  had  no  existence 
when  Williams  was  comptroller. 

Having  failed  utterly  to  find  anything  upon  which  it  could  frame 
an  indictment,  in  October,  1915,  they  indicted  Charles  C.  Glover, 
Henry  H.  Flather,  and  William  J.  Flather  on  a  charge  of  perjury, 
claiming  that  that  affidavit  was  wilfully  and  knowingly  fal^. 

In  February,  1919,  when  John  Skelton  Williams  was  testifjrinff 
before  this  committee,  he  was  asked  about  the  list  of  officers  that  had 
violated  the  national  banking  act,  and  he  repeatedly  reiterated  that 
he  had  nothing  to  do  with  the  prosecution  of  violations  of  law  except 
to  report  them  to  the  Department  of  Justice.  You  will  find  that  in 
the  record.  Those  of  you  who  heard  him  probably  remember  it. 
Sometimes  if  the  facts  which  brought  about  the  charge  were  knovm 
to  Uie  examiners  of  the  Treasury  Department,  the  Department  of 
Justice  put  in  their  examiners,  and  if  they  verified  those  facts  then 
the  Department  of  Justice  acted. 

In  October,  1915,  these  three  men  were  indicted  for  perjury  under 
the  circumstances  that  I  have  just  narrated. 

Less  than  a  day  was  consumed  by  the  grand  jury  of  the  District  of 
Columbia  in  hearing  the  alleged  evidence  that  was  placed  before  that 
grand  jury  to  support  that  indictment.  It  took  weeks  for  the  prose- 
cuting officers  to  put  in  the  alleged  testimony  to  support  it,  when  we 
met  the  charge  in  open  court. 

Here  is  the  point  I  want  to  make  to  you  now.  Williams  says  he 
has  nothing  to  do  with  prosecutions.  He  will  shift  that  prosecution 
to  the  Department  of  Justice,  to  any  agent  of  the  Department  of 
Justice  to  examine  the  records  and  files  of  the  Rig^  National  Bank. 
From  the  time  that  affidavit  was  filed  until  the  time  the  case  wa<? 
tried  Williams's  examinei-s  were  there.  From  May,  1915,  until  after 
October,  1915,  Examiner  James  Trimble  and  a  corps  of  assistants 
stayed  day  in  and  day  out  in  the  Riggs  National  Bank  piling  up  the 
alleged  evidence  upon  which  to  bring  and  to  substantiate  an  indict- 
ment. No  agent  of  the  Department  of  Justice  and  no  examiner  of 
the  Department  of  Justice  testified  in  the  trial.  The  only  gentle- 
men who  testified  were  those  who  were  under  Williams's  direction. 
Day  after  day  every  single,  solitary  slip  that  related  directly  or 
indirectly  to  the  Lewis  Johnson  &  Co.  accounts  was  examined  by 
James  Trimble  and  his  assistants  and  carried  over  to  the  Treasury 
Department  and  then  to  the  district  attorney's  office. 


NOMINATION  OF  JOHN  SKELTON  Wn.TJAMR.  135 

We  demanded  a  prompt  trial.  We  went  into  court  finally  and  de- 
manded a  trial.  We  got  it  after  many  delays  that  we  did  not  want. 
We  called  attention  to  the  fact  that  Mr.  Williams  had  sent  word  to 
us  that  he  would  not  recharter  this  bank.  This  is  in  the  record  and 
has  never  been  denied — ^that  he  was  going  to  use  that  indictment  of 
those  three  officers,  without  a  trial,  as  a  pi-etext  for  not  rechartering 
this  bank.  He  said  it  was  inconceivable  for  him  to  recharter  a  na- 
tional bank  when  three  of  the  principal  officers  of  which  were  under 
indictment.    He  would  convict  and  execute  without  a  trial. 

He  wrote  a  letter  to  a  newspaper,  taking  that  paper  to  task,  as  is 
his  custom,  for  having  said  something  about  him,  and  in  which  he 
called  attention  to  the  fact  that  these  three  officers  were  under  in- 
dictment for  perjury. 

When  we  came  to  the  trial  of  the  case  it  was  a  most  remarkable 
thing.  I  do  not  say  anything  as  to  who  is  responsible  for  this  thing. 
I  state  the  fact,  and  I  will  leave  oflf  comment. 

A  juiy  was  gworn,  a  jury  of  citizens  of  this  community  was  sworn 
to  try  this  case,  which  was  a  charge  of  perjuw,  and  during  the  en- 
tire time  of  the  trial  that  jury  was  locked  up.  They  were  not  allowed 
to  separate  and  go  to  their  homes.  Never  but  once  before  in  the 
history  of  the  jurisprudence  of  the  District  of  Columbia  in  any  ex- 
cept murder  cases  w^ere  juries  kept  locked  up  except  in  this  case  and 
another  case,  the  other  case  being  a  long  conspiracy  case  some  years 
ago. 

Senator  Henderson.  Did  either  side  in  the  District  of  Colimibia 
have  a  right  to  request  that  the  juiy  be  locked  up  ? 

Mr.  HoGAN.  There  is  no  such  law ;  no ;  and  neither  side  requested 
it.  The  act  came  as  a  perfectly  voluntary  clap  of  thunder  that  after- 
noon. No  one  had  been  told  or  thought  that  tne  jury  was  going  to  be 
locked  up.  That  afternoon  the  court  simply  announced  that  the 
jury  would  be  locked  up,  and  the  court  refused  to  hear  any  argument 
or  grant  any  motion  on  the  subject. 

The  trial  last  approximately  three  weeks,  most  of  which  time 
the  Grovemment  was  endeavoring  to  make  its  case.  They  had  taken, 
as  I  said  before,  less  than  a  day  to  get  an  indictment,  With  the  sting 
that  indictment  means.  I  do  not  known  how  it  is  in  the  States,  but 
under  the  Federal  practice.  Senators — and  you  want  some  day  to 
consider  it — the  grand  jury  has  become  the  most  potent  engine  of 
oppression  in  the  hands  of  prosecuting  attorneys  and  those  who  try 
to  do  what  was  done  in  this  case 

Senator  Henderson.  That  is  because  it  is  mainly  one  sided. 

Mr.  HoGAN.  Mainly  ?  Let  me  tell  you  about  that,  sir.  Of  course, 
the  community  had  rumore  that  this  thing  was  about  to  be  done.  I 
had,  drawn  that  affidavit.  I  had  explained  in  open  court  its  pur- 
pose. I  had  assumed  responsibility  for  its  language.  In  the  great 
white  light  of  publicity  I  stood  by  it  then  and  stood  by  it  there- 
after in  the  trial,  and  I  stand  by  it  to-day  as  an  absolutely  correct 
statement  of  fact,  thoroughly  true ;  and  if  there  was  anything  to  be 
criticized  about  it,  the  criticism  was  one  of  interpretation  or  a  mis- 
interpretation of  the  words  which  a  lawyer  had  used  in  a  legal  docu- 
ment. These  clients,  as  everybody  connected  with  the  case  knew,  had 
signed  imder  his  advice.  So  I  wrote  to  the  district  attorney  in  this 
District  when  I  heard  that  this  thing  was  about  to  be  i)erpetrated, 
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and  I  said,  "  If  there  is  any  authority  for  it,  I  request  in  the  intei*ests 
of  oixlinary  common  justice  that  I  be  permitted  to  go  befoi'e  the 
grand  jury  and  testify  in  regard  to  the  lacts."  And  I  cited  a  Fed- 
eral judge's  opinion  in  the  case  of  United  States  vei^sus  Kirkpatrick, 
in  which  he  said  that  the  ends  of  justice  demanded  that  all  facts  be 
brought  before  the  grand  jury  that  were  accessible.  I  i^eceived  a 
letter  in  reply  stating  that  it  was  not  deemed  consistent  with  the 
public  interest  to  call  me  before  the  grand  jury. 

The  trial  came  on,  the  trial  that  we  demanded  and  sought  in  fliis 
community.  But  before  that,  let  mer  tell  you  what  happened.  A\nien 
the  town  was  seething  with  rumoi*s  that  these  officei's  were  about  to 
be  indicted,  Sanmel  Untermyer,  counsel  for  John  Skelton  Williams, 
offered  to  see  that  they  were  not  indicted  if  Charles  C  Glover,  Wil- 
liam J.  Flather,  Milton  E,  Ailes,  and  Henry  H.  Flather  would  re- 
sign their  offices  in  the  Kiggs  National  Bank  and  these  resignations 
should  bo  communicated  to  John  Skelton  Williams. 

In  other  words,  the  spokesman  of  the  defendant  in  the  equity  suit, 
speaking,  I  assume,  with  authority,  offered  to  trade  resignations  of 
these  bank  officers  whom  we  charged  this  nuin  was  trying  to  drive 
out  of  their  honorable  positions — to  trade  in  indictnient  for  resigna- 
tions. 

Senator  Henderson.  This  was  an  indictment  for  a  felony? 

Mr.  HoGAN.  Yes,  sir. 

Senator  Henderson.  It  would  be  compounding  a  felony  if 

Mr.  HoGAN.  It  would  be  compounding  a  felony.  Not  only  that,  it 
would  have  been  the  most  humiliating  and  dishonorable  thing  that  a 
man  could  have  done. 

Senator  Fletcher.  Whom  did  he  make  that  offer  to? 

Mr.  HooAX.  William  Nelscm  Cromwell,  who  was  then  repi^esenting 
the  bank,  and  myself,  in  the  Shoreham  Hotel. 

I  want  to  siiy  this  for  Mr.  Untermyer.  He  said  then  and  he  has 
repeatedly  said  since  that  he  considered  that  the  indictment  should 
never  have  been  brought  and  that  he  advised  against  it.  He  has  re- 
peatedly said  that,  in  fact. 

The  Chairman.  Were  vou  and  Mr.  Cix)iuwell  both  there  and  you 
both  heaixl  the  statements  ? 

Mr.  HoGAN.  Yes,  sir;  and  on  several  occasions  I  had  talks  with  Mr. 
Untermyer  about  that  time  in  which  in  substance  the  same  thing  was 
offered.  We  could  have  bix)ught  innnunity,  so  we  were  told,  from  this 
charge  of  perjury,  which  every  man  connected  with  the  case  knew 
there  was  no  justification,  even  flimsy,  for,  if  we  would  gratify  and 
make  successful  the  malicious  disposition  of  John  Skelton  Williams 
and  give  him  that  which  he  had  tried  over  and  over  again  to  get — the 
honor  and  the  resignations  of  these  men. 

Of  coui*se  it  was  declined.  Of  course  it  was  spurned,  and  the  in- 
dictments followed. 

Gentleipen,  when  that  case  was  submitted  to  the  juiy  of  citizens 
that  had  just  been  locked  up,  no  ballot  was  taken.  Six  minutes  fi-om 
the  time  that  jury  went  out  the  announcement  came  back  to  the  court 
that  they  were  ready  to  report — and  we  learned  that  five  and  a  half 
minutes — ^I  am  probably  somewhat  facetious — were  consumed  by 
reason  of  the  fact  that  some  of  the  jurors  went  to  the  toilet  room  and 
it  took  the  foreman  some  little  time  to  get  them  all  together. 


:N0MmATI01?   OF  JOHIC  8KELT0K  WILLIAMS.  137 

By  acclamation,  standing  up  and  shouting  their  verdict  of  not 
^ilty,  that  jury  responded;  and  then  this  tiling  happened:  Into 
that  crowded  courtroom,  that  courtroom  in  which  William  Howard 
Taft  and  Theodore  Roosevelt  had  sat  and  testified  to  the  unblemished 
character  and  the  high  standing  and  the  splendid  civic  services  of 
Charles  C.  Glover,  when  Theodore  Roosevelt  had  said  to  that  jurj* 
that  when  he  was  President  of  the  United  States  there  had  come  to  his 
notice  the  fact  that  the  two  Flather  boys  entering  that  bank  as  boys 
who  swept  out  the  bank,  had  by  industry  and  integrity  mounted  step 
by  step  to  the  hi^est  positions  in  the  bank — when  the  jury  who  had 
heard  those  witnesses  returned  and  the  foreman  was  asked,  ''  Have 
you  agreed  upon  your  verdict  ?  "  not  the  foreman  alone  answered,  but 
12  men  in  chorus  answered,  "We  have."  And  when  the  foreman 
was  asked,  "What  say  you?  Are  the  defendants  guilty  or  not 
guilty? "  12  men  in  chorus  shouted  "Not  guilty,"  and  repeated  it  as 
to  each  one  of  those  men. 

Indicted,  Senators,  on  facts  which  were  as  available  to  the  man 
who  brought  that  indictment  as  they  were  to  the  jury  that  so  quickly 
and  so  unanimously  and  with  such  acclaim  found  that  verdict! 
Not  only  that,  but  when  Charles  C.  Glover  and  the  Messrs.  Flather 
rode  back  to  the  bank  that  day,  more  than  a  thousand  persons — ^be- 
cause that  verdict  ran  like  wildfire  through  this  community — ^liad 
gathered  in  front  of  the  Treasury  Department  and  acclaimed  their 
vindication,  and  the  cheers  rang  in  the  very  room  where  John  Skelton 
Williams  sat;  and  yet  this  man  who  criticizes  people  for  being  eva- 
sive, when  he  was  asked  in  the  February  hearings  here  whether  or  not 
Mr.  Flather  had  been  convicted,  what  do  you  think  his  answer  was? 

"  I  do  not  so  understand." 

A  plain,  ordinary  miestion,  and  he,  more  than  anyone  else,  knew. 
Instead  of  saying,  "No;  they  were  not  convicted;  they  were  ac- 
quitted," with  that  evasiveness  which  characterizes  him  and  which 
he  criticizes  in  others,  vou  will  find  in  the  I'ecord  that  that  is  the 
wfiy,  in  substance,  that  he  dodged  it. 

That  is  the  criminal  case  that  I  find  Senators  in  this  record  have 
said  they  would  like  to  hear  the  facts  about — and  a  darker  page  on 
one  side'  and  a  brighter  on  the  other  has  never  been  written  in  the 
history  of  the  jurisprudence  of  this  jurisdiction. 

Senator  Fletc:her.  Was  there  any  instruction  from  the  court  to 
the  effect  that  if  they  signed  the  affidavit  under  the  advice  of  counsel 
they  would  not  be  guilty? 

ilr.  HooAX.  Yes.  The  court  instructed  them  that  if  the  facts  had 
been  fairly  and  squarely  and  truthfully  presented,  and  if  their  coun- 
sel had  drawn  the  affidavit,  and  they  signed  it  under  the  advice  of 
counsel,  they  would  not  be  guilty,  certainly.  The  court  so  instnicted 
them. 

Senator  Flktciier.  Notwithstanding  the  affidavit  might  not  be 
true  ( 

Mr.  HoGAN.  I  do  not  know  whether  the  court  said  that:  but  that 
would  have  lx?en  the  logical  conclusion,  fairly.  Senator.  The  court 
that  tried  the  case  knew  it  was  signed  under  the  advice  of  counsel. 
The  district  attorney — a  splendid  fellow  who  unquestionably  was 
forced  into  that  humiliating  position — knew  it  was. 

Tlie  Chairman.  Did  not  the  Attomev  General  know  it  ? 
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Mr.  HooAN.  Of  course  the  Attorney  General  knew  it.  Mr.  Wil- 
liams knew  it.  Every  infernal  one  of  them  knew  it,  because  I  had 
proclaimed  it  in  open  court,  and  the  court  had  said  that  the  man 
who  said  that  would  not  mislead  the  court.  They  knew  it.  They 
knew  it.    It  was  part  and  parcel 

The  Chairkax.  I  asked  that  question  because  I  assumed  that  the 
Attorney  General  did  know  the  law  if  the  district  attorney  did  not. 

Mr.  HoGAN.  Yes. 

Senator  Hent)15rson.  I  understand  that  this  criminal  case  was 
based  upon  the  affidavit  that  you  drew  and  had  these  three  men  sign 
in  order  to  meet  the  charges  made  by  Samuel  Untermyer  in  court! 

Mr.  HooAN.  Bight;  which  charge,* of  course,  was  based  upon  the 
record  made  by  Williams. 

May  I  just  say  a  personal  word  ?  I  have  been  criticized  for  some- 
times appearing  to  be  a  little  hot  about  this  thing.  You  may  have 
noticed  it.  I  have  said  before,  and  I  would  like  in  extenuation  to  say 
here,  that  I  have  not  the  slightest  respect,  but,  on  the  contrary,  I 
have  the  utmost  contempt  for  a  man  who  claims  to  be  a  red-blooded 
citizen  and  who  can  discuss  the  reign  of  terror  which  these  officers 
were  submitted  to  without  getting  earnest  about  it. 

There  was  not  any  question  about  the  overwhelmingly  decisive  de- 
feat of  the  Government  in  that  case;  and  then  came  the  attempt 
which  I  spoke  to  you  of  yesterday  to  give  a  charter  only  upnon  two 
conditions,  one  of  which  in  his  letter  oi  June  21,  1916,  you  will  find, 
the  dismissal  of  the  suit  which  had  never  been  tried  but  had  only 
been  preliminarily  heard,  letting  him  go  acquitted,  because  I  had 
said  in  the  public  press  that  I  longed  tor  the  time  when  we  could 
try  the  case  against  John  Skelton  Williams  and  William  G.  McAdoo 
in  the  bright  light  which  only  a  trial  in  a  court  of  our  land  could 
give.  But  Williams  had  no  stomach  for  such  trial,  and  therefore, 
in  addition  to  our  national  life,  he  required  that  we  dismiss  that 
equity  suit,  he  returning  $5,000  to  us,  before  he  would  recharter  the 
bank,'  finally  backing  down  on  his  other  requirement,  that  these  othw 
officers,  Mr.  Ailes,  Mr.  Glover,  and  Mr.  Flat  her,  who  were  then  offi- 
cers, resign. 

That  is  the  story  of  the  Riggs  National  Bank  and  Jolm  Skelton 
Williams. 

I  would  have  to  put  in  some  thousands  of  pages  to  get  it  all  to 
you.  We  tried  to  get  into  the  court  records,  as  I  told  you,  his  cor- 
respondence, but  his  counsel,  with  commendable  wisdom,  prevented 
it.  We  do  not  know  what  Mr.  Louis  D.  Brandeis  reported.  We  have 
heard  that  he  did  report  to  the  President  on  that  correspondence 
and  on  its  indefensible  character.  We  do  know  that  Mr.  Brandeis 
never  mentioned  or  attempted*  to  defend  Williams's  conduct  at  the 
bar  of  the  court.    Ho  left  that  to  Mr.  Untermyer. 

The  Chairman.  Right  there :  Who  was  associated  with  you  in  the 
trial  of  this  case?     Did  you  have  any  associate  counsel? 

Mr.  Hooan.  In  the  criminal  case? 

The  Chairman.  In  the  equity  case. 

Mr.  HoGAN.  Former  Senator  Bailey  and  myself  were  the  sole 
counsel  for  the  bank.  For  the  defendants,  Williams,  McAdoo,  and 
Burke:  Louis  D.  Brandeis;  Samuel  Untermyer;  Charles  Warren, 
Assistant  Attorney  General:  Jesse  C.  Adkins,  an  attorney  of  this 
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city  and  a  former  Assistant  Attorney  General ;  John  E.  Laskey,  dis- 
trict attorney ;  and  James  B.  Archer,  assistant  district  attorney. 

The  Chairman.  That  was  in  the  equity  case.  Now,  in  the  crim- 
inal case? 

Mr.  HoGAN.  All  of  the  defendants  were  represented  in  an  advisory 
and  consulting  capacity  by  Mr.  J.  J.  Darlington.  Mr.  Glover  was 
represented  by  Mr.  Stanchfield  and  Mr.  Hoover,  Mr.  William  J. 
Flather  by  Mr.  Daniel  O'Donoghue.  In  conjunction  with  Mr.  Dar- 
lington I  conducted,  up  to  the  time  I  went  on  the  stand,  the  examina- 
tion largely  of  all  of  the  witnesses  for  the  defendants.  Having  gone 
on  the  stand  myself,  I  took  no  part  in  arguing  the  case  before  the 
jury,  and  I  received  no  compensation  for  any  services  rendered  in 
that  case. 

The  Chairman.  This  matter  of  the  criminal  case  and  this  oflfer  not 
to  bring  the  indictment  in  the  event  that  the  officers  of  the  bank 
would  resign,  that  was  made  in  your  presence  and  in  the  presence 
of 

Mr.  HooAN.  Mr.  William  Nelson  Cromwell. 

The  Chairman.  He  is  in  France  now  ? 

Mr.  Hooan.  I  do  not  know  where  he  is.  I  have  ndt.  seen  hiHi  for 
some  time.    He  was  in  New  York. 

The  Chairman.  Was  anybody  else  present? 

Mr.  HoGAN.  No,  sir ;  not  at  that  time ;  no  one  that  I  recall.  I  dis- 
cussed it  with  Mr.  Cromwell  and  Mr.  tjntermyer  at  the  Shoreham 
Hotel  on  the  occasion  that  we  were  together. 

The  Chairman.  Have  you  had  any  correspondence  with  Mr.  Crom- 
well since  then  ? 

Mr.  HoGAN.  I  have  not. 

The  Chairman.  You  do  not  know  where  he  is? 

Mr.  HoGAN.  No,  sir. 

The  Chairman.  Was  this  offer  made  in  the  presence  of  any  other 
witnesses?    I  understand  Mr.  Darlington  was  present. 

Mr.  Hooan.  No,  sir.  Mr.  Darlington  was  present  at  subsequent 
negotiations  which  started  in  March,  1916,  after  the  indictment  but 
before  the  trial,  and  Mr.  Darlington  conducted  with  Mr.  Williams 
and  with  others  representing  the  Government  the  negotiations  which 
led  up  to  the  rechartering  of  the  bank  in  June,  1916. 

The  Chairman.  At  that  time,  as  I  understand,  Mr.  Williams  made, 
in  the  preesnce  of  Mr.  Darlington,  an  offer  to  recharter  the  bank  in 
the  event  the  officers  would  resign  ? 

Mr.  Hooan.  Yes,  sir. 

The  Chairman.  Was  that  offer  made  in  the  presence  of  any  other 
lawyer  or  person  ? 

Mr.  HoGAN.  Mr,  Darlington  can  answer  that,  but  I  think  un- 
doubtedlv  it  was.  I  think  you  will  find  it  was  made  in  th6  presence 
of  a  Cabinet  officer,  even. 

Senator  Fletcher.  Will  you  state,  Mr.  Hogan,  precisely,  if  you 
are  able  to,  Mr.  Untermyer's  conversation  about  that  ? 

Mr.  Hooan.  I  have  stated  it,  in  substance,  but  I  will  give  it  to 
you  again.  It  was  that  he  greatly  regretted  the  situation  that  made 
this  indictment  come  up ;  that  his  own  desii^  was  to  avoid  such  things, 
but  that  Mr.  Williams  was,  as  he  knew,  implacable  in  this  matter; 
that  something  would  have  to  be  done  to  satisfv^  Mr.  Williams  with 
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respect  to  what  he  tliought  should  be  done  with  the  officers  of  the 
bank;  that  he  was  insistent;  that  he  would  let  up  on  this  bank  and  let 
up  on  its  officers  only  when  he  attained  his  end  of  getting  Glover. 
Ailes,  and  the  two  Flathers  out. 

Mr.  ITntennyer  said  he  thought  Mr.  Williains  was  right  in  that 
regard  and  they  should  be  gotten  out;  that  the  easy  way  out  of  the 
thing,  in  order  to  save  the  bank  and  let  it  go  along  and  fulfill  its 
functions  and  to  pi*event  any  indictments,  was  to  drop  the  indict- 
ment if  these  four  gentlemen  would  sacrifice  themselves.  If  they 
would  hand  in  their  resigiiations  undoubtedly  there  would  be  no 
more  talk  of  indictment  and  no  indictment  would  be  bix)ught. 

Of  coiu'se,  I  am  speaking  at  a  distance  of  four  years  and  I  am 
giving  you  my  memory  of  what  was  said,  but  I  have  given  to  you  the 
substance,  regaixlless  of  whether  I  (juote  the  words  exactly  that  were 
used. 

Senator  Henderson.  A  short  time  ago  vou  referred  to  a  state- 
ment made  by  Mr.  Williams  before  a  hearmg  of  this  conmiittee  in 
February,  to  the  effect  that  mattere  that  came  up  requiring  action 
by  the  Department  of  Justice  wei'e  referred  to  that  department.  You 
had  no  reference  to  the  criminal  cases  that  you  have  just  referi'etl 
to,  had  you  ? 

Mr.  HooAN.  Here  is  what  I  had  reference  to,  Senator 

Senator  Henderson.  I  w^ant  to  find  out  whether  or  not  you  had 
reference  to  his  statement  found  on  page  404  of  the  hearings  held 
last  Februarv  before  this  connnittee  in  answer  to  the  second  question 
of  Senator  Weeks. 

Mr.  HoGAN.  I  will  l(M)k  at  it.  Senator,  and  let  tou  know.  [After 
referring  to  hearings.]  Xo,  Senator:  I  did  not  have  any  reference  to 
that.    I  will  call  your  attention  to  what  I  had  I'efei'cnce  to. 

Senator  Henderson.  There  are  two  places  here.  I  wanted  to  have 
the  record  show  which  one  you  had  i^efei-ence  to. 

Mr.  HoGAN.  While  I  am  looking  for  it,  let  me  tell  ycm  that  the 
point  was  that  every  time  he  was  asked  about  prosecutions  for  viola- 
tions of  law,  just  as  he  siiid  he  had  nothing  to  do  with  the  placing 
of  money  in  banks,  so  he  siiid,  "  It  is  not  my  province.  That  went  to 
the  De])artment  of  Justice." 

If  it  has  been  Mr.  Williams's  practice  wiieuever  there  has  been 
any  violation  of  law  requiring  criminal  prosecutions  to  let  the  De- 
partment of  Justice  handle  it  and  to  have  nothing  to  do  with  it 
except  perha])s  to  establish  evidence,  then  that  is  another  conspicuous 
instance  in  which  he  marked  the  Riggs  National  Bank  for  an  excep- 
tion to  that  practice,  because  in  connection  with  his  endeavor  to  get 
evidence  to  sustain  this  charge  of  perjury  the  only  i)ersons  who  ex- 
amined the  records  and  went  into  the  records,  stayed  in  the  bank 
and  got  out  the  data  and  brought  the  data  into  court  and  testified 
about  it,  were  Williams's  representatives. 

Senator  Henderson.  Who  represented  the  Department  of  Justice 
in  the  trial  of  the  criminal  case? 

ilr.  HoGAN.  Assistant  Attorney  General  Fitts,  District  Attorney 
Laskey,  and  Assistant  District  Attorney  James  B.  Archer,  Mr. 
Fitts  was  sent  as  the  chief  prosecuting  representative  of  the  Depart- 
ment of  Justice. 
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Senator  Fletcher.  Mr.  Untermyer  in  his  conversation  did  not 
chiim  that  lie  was  authorized  by  Mr.  Williams  to  make  any  suggestion 
or  proposition  of  that  sort,  did  he? 

Mr.  HooAN.  No,  sir;  he  was  Mr.  Williams's  counsel. 

Senator  Norris  says,  on  page  216 : 

When  violatious  have  been  reiwrtwl,  do  you  not  pursue  it  any  further? 

Mr.  Williams.  No;  then  tlie  regular  course  is  for  the  Department  of  Justice 
to  send  its  examiners  and  follow  the  matter  up^  Then  their  examiners  go  in, 
Howetlmes  along  with  our  examiners,  and  we  work  together,  getting  down  to  the 
bottom  of  facts. 

Senator  Nokkis.  .1  should  think  you  would  know  then  unquestionably  about 
how  fhlthfuUy  the  Department  of  Justice  prose<'utes  thost!  who  have  violate<l 
the  banking  laws. 

Mr.  WiLiJAMH.  We  do  not  feel  that  that  Is  our  res|M>nsUUUty  after  the  Depart- 
ment of  Justice  has  l)een  given  all  the  facts  that  we  know. 

You  will  find  similar  statements  in  other  places  in  the  record,  but 
that  is  sufficient  to  show  you.  It  was  never  varied ;  he  always  said  the 
same  thing:  and  I  say  if  that  is  his  custom,  then,  he  made  the  Riggs 
National  Bank  a  conspicuous  exception  to  that  custom. 

Senator  Henderson.  When  you  testified  to  the  statement  made  to 
you  by  Samuel  Untermyer  with  reference  to  the  three  men,  who  were 
prosecuted  criminally,  I'esiging  from  the  bank,  that  if  they  would 
resign  criminal  proceedings  would  be  dropped,  did  you  infer  that  Mr. 
Williams  had  anything  to  do  with  it? 

Mr.  HoGAN.  Of  course,  I  infeiTed  it. 

Senator  Henderson.  Was  Mr.  Williams  connected  with  it  in  any 
way? 

Mr.  HooAN.  Mr.  Untermyer  was  his  counsel.  He  was  not  a  Gov- 
ernment employee. 

Senator  Henderson.  He  was  not  present  during  the  conversation? 

Mr.  HoGAN.  Oh,  no;  Mr.  Williains  was  never  present  at  any  con- 
versation I  ever  had  in  my  life  or  any  statement  I  ever  made  imtil 
yesterday.  But  I  want  to  drive  home  the  inference  that  wiien  John 
Skelton  Williams's  attorney  talked  about  a  matter  that  was  placed 
in  the  hands  of  that  attorney,  the  client  can  not  go  behind  it  by  say- 
ing he  did  not  know.  It  is  inconceivable  that  he  did  not  know  of  it. 
He  may  deny  it  until  he  is  red  in  the  face.  The  inference  is  there. 
He  has*  told  yon  that  the  fact  that  Milton  E.  Ailes  apparently  came 
on  the  board  of  the  Seaboard  Air  Line  about  the  same  time  that  he 
disappeared  from  that  board ;  the  fact  that  Mc Adoo,  in  his  presence, 
had  accused  Ailes  and  Flather  and  Glover  as  being  the  instigatoi-s  of 
the  Xew  York  Tribune  articles  which  criticized  Williams;  and  the 
fact  that  complaint  was  made  of  discrimination  had  nothing  to  do 
with  his  (persistent  persecution  of  this  bank,  that  they  were  all  merely 
coincidental.  Of  coui-se,  that  taxes  ci*edulity  to  an  unreasonable 
limit.  I  do  not  say  that  Senators  will  believe  me.  That  is  for  the 
Senatoi-s.  Do  you  remember  Abraham  Lincoln's  illustration  of  it, 
that  when  A,  B,  C,  and  D  each  did  something  there  was  not  any  neces- 
sary connection  between  their  actions,  although  they  might  all  have 
been  doing  something  to  one  end.  You  remember  he  used  Stephen 
and  James  and  Roger  as  his  illustrations;  but  when  A,  B,  C,  and  D 
all  in  different  pai-ts  of  a  city  built  each  of  them  just  one  pai-t  of  a 
structure,  and  then,  at  a  certain  time,  they  all  met  at  one  place  and 
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that  made  one  complete  whole  that  fit  together,  A,  B,  C,  and  D  can 
deny  to  the  end  of  time  that  they  had  no  prearrangement,  and  nobody 
would  believe  it. 

So,  Mr.  Williams  said  that  impartially  and  fairly  and  without 
discrimination  and  without  regard  to  personality  he  nas  discharged 
his  duties  as  Comptroller  of  the  Currency  and  enforced  the  national 
banking  law ;  witn  respect  to  these  facts  that  I  have  called  to  your 
attention,  while  he  doe^  not  deny  that  they  occurred,  although  he 
sometimes  denies  that  they  occurred  precisely  the  way  in  which  they 
occurred,  he  3ays  they  are  m^^rely  incidental  or  coincidental  things 
and  there  was  not  anv  conspiracy  between  Mr.  McAdoo  and  him- 
self  

The  Chairman.  Did  Mr.  Untermyer  express  any  doubt  of  his 
ability  to  stop  these  proceedings? 

Mr.  Hogan.  Kone  at  all,  ana  I  had  none.  Samuel  Untermyer  was 
in  the  saddle.  He  was  the  boss  *of  that  case  from  the  time  he  came 
into  the  court. 

The  Chairman.  If  he  said  what  you  say  he  said,  it  indicated  that 
he  had  discussed  this  matter  with  Mr.  'Williams ? 

Mr.  Hogan.  I  have  no  doubt  about  it.  He  did  not  say  that,  but 
there  was  not  the  slightest  doubt  in  my  mind  that  he  had. 

The  Chairman.  He  made  the  offer  to  you  with  apparent  authority 
to  carry  it  out? 

Mr.  Hogan.  Certainly.  As  I  say,  he  was  the  attorney  for  Mr, 
Williams.  Of  course,  we  knew  Samuel  Untermyer,  we  knew  the  posi- 
tion he  had  in  the  case.  The  present  Justice  of  the  Supreme  Court 
certainly  faded  into  significance  from  the  time  Samuel  Untermyer 
got  into  the  saddle  in  that  case.  I  think  I  have  answered  your 
question. 

The  Chairman.  Have  you  other  matters  that  you  wish  to  bring 
before  the  committee  ?    It  is  now  half  past  6. 

Mr.  Hogan.  I  have  a  very  serious  charge  that  I  would  like  to  bring 
up  to-morrow  morning. 

(Thereupon,  at  5.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Friday,  July  11, 1919,  at  10  o'clock  a.  m.) 


FBIDAY.  TXTLY  11,  1910. 

United  States  Senate, 
CoMMrrrEE  on  Banking  and  I^/Ukkency, 

Wcushington^  I).  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.15  o'clock 
a.  m.,  in  the  committee  room,  Senate  Office  Building,  Senator  George 
P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Newberry,  Keys,  Hen- 
derson, and  Walsh. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency; Mr.  Frank  J.  Hogan,  Mr.  J.  J.  Darlington,  Mr.  Wade  H. 
Cooper,  and  others. 

The  Chairman.  You  may  proceed,  Mr.  Hogan. 

STATEMENT  OF  MB.  FRAHK  J.  HOOAK— Sefumed. 

Mr.  Hogan.  Senators,  I  called  your  attention  yesterday  to  what 
I  have  no  hesitancy  in  denominating  as  a  flagrant  violation  of  a 
plain  provision  of  the  law  by  John  Skelton  Williams  in  his  failure 
to  have  the  national  banks  of  the  District  of  Columbia  examined  as 
required  by  law  in  those  years  when  he  was  using  his  official  power 
and  his  national-bai^k  examiners  for  the  purpose  of  carrying  on 
his  pei-secution  of  the  Riggs  National  Bank. 

Section  5240  of  the  Revised  Statutes  of  the  United  States,  as 
amended  by  the  act  of  1913,  in  this  clear  and  explicit  language 
provides : 

The  Comptroller  of  tbe  Currency,  with  the  approval  of  the  Secretary  of  the 
Treasury,  shall  appoint  examiners,  who  shall  examine  every  member  bank  at 
least  twice  in  each  calendar  year,  and  oftener  if  considered  necessary. 

In  this  city  there  Ls  a  national  bank  known  as  the  Federal  National 
Bank.  It.  is  located  within  one  block  of  the  Treasury  Department. 
In  the  year  1914  it  was  examined  once,  in  June,  1914,  the  examination 
terminating  June  10,  1914.  It  was  usual  for  banks  to  be  axamined 
in  the  spring  or  summer,  and  then  in  the  fall  and  winter,  usually,  so 
as  to  get  them  separated.  June  10, 1914,  the  Federal  National  Bank's 
lawSt  examination  and  only  examination  for  that  year  was  completed. 
Coincident  with  that  date  you  will  remember  opened  this  controversy 
with  Riggs,  'and  never  again  during  the  year  1914  did  the  Comp- 
troller of  the  Currency,  who  has  told  this  committee  tliat  he  is 
criticized  for  enforcing  the  law,  carry  out  that  plain  mandate  of 
the  law  with  respect  to  that  bank. 

In  the  year  1915  the  Federal  National  Bank,  from  January  until 
December,  was  given  but  one  examination,  and  that  occurred  in 
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March,  1915.  After  that  time,  and  down  to  October,  1915,  when 
the  indictments  I  have  described  to  you  wei-e  brought,  the  bank 
examiners  were  too  busy  to  give  the  lawful  attention  to  the  condition 
of  other  national  banks. 

The  Chairman.  What  you  ai^e  testifying  to  now.  I  suppose,  is  a 
matter  of  record  ? 

Mr.  HooAX.  Yes:  all  these  things  are  mattei-s  of  record. 

In  the  year  1916  the  Federal  National  Bank,  in  this  city,  in  viola- 
tion of  the  law  which  the  comptroller  was  sworn  to  enfore,  was  sub- 
jected to  a  bank  examination  but  once,  and  that  examination  w«s 
October,  1910,  ending  on  October  2.  A  splendid  financial  insitution 
is  that  bank,  but  what  have  vou  Senatoi-s  to  sav  when  a  man  comes  in 
here  and  sweat's  to  perfonn  the  duties  of  his  office,  in  the  face  of  that 
requirement  of  the  Revised  Statutes,  but  the  comptroller  here,  right 
in  the  city,  when  he  is  using  his  bjuik  examinei-s  as  he  used  them 
against  the  Kiggs  Bank,  does  not  have  the  Federal  National  Bank,  a 
block  awav  from  the  treasurv,  examined  at  all  from  March,  1915, 
until  October,  191()?  Get,  if  you  please,  the  long  time  that  passe<l 
between  those  examinations. 

Antl  now  let  me  show  you  the  record  of  what  he  did  with  the  other 
national  banks.  T^et  me  show  what,  if  anything,  he  did  when  tlu^ 
Commercial  National  Bank,  of  which  at  that  time  Tucker  Sands, 
from  his  city  in  Virginia,  his  close  personal  friend,  cheek  by  jowl 
with  him  day  in  ana  day  out  in  the  Treasurv  and  on  the  street  of 
this  city,  was  vice  president,  was  i-epoiting  in  every  repoil  that  bank 
had  published  from  the  time  he  became  comptroller  until  the  time  we 
wrote  our  March  9,  1915,  letter,  showing  they  were  low  in  their  re- 
serves and  were  doing  business,  at  a  time  when  that  bank  was  notori- 
ously being  favored  by  Government  deposits  which  he  dii'ected  the 
placing  of  in  a  numner  I  am  going  to  show  you  befoi*e  I  get  through 
here.  There  is  the  law;  there  are  the  facts:  there  are  the  date.s.  Ft 
can  not  be  answered.  Senators. 

Yesterday  Senator  Hendei"son  asked  me  whether  or  not  it  would 
not  be  compounding  a  felon}'  under  our  law  to  trade,  as  I  used  the 
expression,  resignations  for  indictments,  and  I  answered  yes;  it 
would.  Undei-stand,  however,  that  I  did  not  mean  by  that  answer — 
I  have  not  read  how  the  record  has  it — that  Mr.  Untennyer  proposed 
to  compound  a  felony,  because  Untennyer  knew  no  felony  nas  been 
committed.  You  can  not  compound  a  felony  unless  knowing  a  felony 
to  have  been  committeed,  you  do  something  to  compound  it.  Unter- 
myer  knew  and  said  that  the  indictments  should  not  be  brought.  He 
has  told  me  within  the  last  few  months  that  he  strenuously  recom- 
mended  against  the  indictments  as  a  foolish  thing  for  the  Govern- 
ment to  do.  He  knew  perfectly  well,  as  every  other  man  i-epresenting 
Williams  knew 

The  Chair^ian.  This  offer  was  made  before  the  indictment  was 
foimd  ? 

Mr.  HocjAN.  Oh:  yes,  sir.  But  is  was  not  comix)unded  a  felony  so 
long  as  Untennyer  knew  that  there  was  no  felony  committed,  as  eveiy 
other  man  connected  with  this  administration  who  knew  anything 
about  the  facts  knew  when  they  brought  the  indictment.  But  the  in- 
dictment was  what  we  were  paid  for  daring  to  sue  John  Skelton 
Williams. 
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Senator  Henderson.  Let  nie  ask  this  question :  Was  this  proposi- 
tion made  to  you  before  or  after  the  indictment  was  found  ? 

Mr.  HooAN.  Before. 

Senator  Henderson.  There  were  no  indictments  at  the  time? 
.  Mr.  HoGAN.  Xo  indictments.     But  of  course  the  air  was  filled  with 
rumors  of  indictuients. 

The  Chairman.  You  said  there  were  rumors? 

Mr.  HooAN.  Oh,  yes;  the  newspapers  had  it. 

The  Chairman.  Can  you  put  into  the  record  an  item  of  publica- 
tion of  any  kind  indicating  what  the  nature  of  those  threats  was, 
and  what  the  rumors  were  ? 

Mr.  HoGAN.  I  can,  sir;  a  publicati(m  of  a  local  newspaper.  Of 
course,  I  haven't  them  here,  but  I  will  put  them  in  the  record. 

Senator  Fletcher  asked  me  vesterdav  afternoon  after  he  had  re- 
ceived  a  note  froui  Mr.  Williams,  as  other  Senatoi's  have  received 
from  time  to  tiuie  from  Mr.  AVilliams,  notes  that  have  been  handed 
up  here  so  that  questions  might  l)e  [)ropounded  to  uie,  a  thing  I  do 
not  criticize — whether  or  not  the  judge  did  not  charge  that  if  the 
defendants,  Mr.  Glover  and  the  Messrs.  Flather,  acted  upon  the  advice 
of  counsel  in  making  the  affidavit  for  the  making  of  which  they 
were  indicted,  they  were  entitled  to  be  acquitted.  1  want  to  make 
m}'  answer  to  that  exceedingly  plain.  And  may  1  say  parenthetically 
that  no  more  masterly,  eloquent  or  fair  charge  has  ever  l)een  de- 
livered to  a  jurv  since  the  establishment  of  that  bulwark  of  our 
liberties,  the  trial  jury  system,  than  that  charge.  If  I  had  anything 
to  criticize  regarding  Judge  Siddons  or  Judge  McCoy,  oi*  any  other 
judge,  the  uiere  fact  that  they  are  judges  and  I  practice  before  them 
would  not  stop  me  criticizing  them.  But  Judge  Siddons,  when  he 
came  to  charge  the  jury,  rendered  a  charge  that  was  so  fair  and  so 
commendable  that  it  will  stand  as  one  of  the  brightest  contributions 
to  the  law  of  trial  by  jury  ever  heard  in  this  or  any  other  juris- 
diction. 

After  pointing  out  to  the  jury  that  the  standing  of  these  uien 
in  the  community  amounted  to  naught  if  they  were  guilty  of  an 
offense,  he  charged  theui  correctly  on  the  law  with  respect  to  fol- 
lowing the  advice  of  counsel.  But  he  told  the  jury  that  if  the^e 
men  knew  the  facts — if  they,  as  officers  of  the  bank,  knew^  the  facts — 
and  knew  that  the  affidavit  was  false,  or  did  not  know  that  the  facts 
stated  in  that  affidavit  were  true,  then  the  mere  fact  that  they  signed 
it  because  counsel  had  drawn  it,  and  on  the  advice  of  comisel,  would 
not  save  them,  and  they  would  be  guilty.  So  that  he  did  not  simply 
say  they  could  go  acquitted  on  the  advice  of  counsel.  The  issue 
was  squarely  put  to  the  jury,  and,  as  I  told  you  yesterday,  the  jury 
by  acclamation  not  only  acquitted,  not  only  vindicated,  but  gave  an 
ovation  to  the  defendants. 

Gentlemen,  before  I  show  you  how^  this  man  uses  his  office  foi* 
reprisals  on  the  one  hand  and  how  he  uses  his  office  to  pay  debts  in 
connection  with  this  prosecution  on  the  other  hand,  I  want  to  pay 
some  little  attention,  only  because  it  has  been  dragged  into  this  rec- 
V)rd,to  one  or  two  things  that  he  said  hei'e.  T  am  g'oing  to  refer  with 
great  regi'et  to  the  Gieseking  cjise.  T  would  not  uiention  it  if  it 
had  not  already  been  brought  into  the  record — and  it  is  fair  to  say 
that  the  comptroller  did  not  first  bring  it  into  the  record.     But  the 
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comptroller  did  use  it  when  it  was  in  the  record,  following  his  cu^s- 
tomarv  habit  to  have  you  draw  a  false  impression  from  it. 

It  was  ascertained  a  little  more  than  a  year  ago,  during  the  sick- 
ness of  one  of  the  note  tellers  of  the  Biggs  Bank,  that  he  had  de- 
faulted in  his  accounts.  These  defalcations  were  going  on  for  a  long 
period  of  time.  The  amount  of  them  to  a^bank  of  the  Biggs  standing 
and  solvency  was  unimportant  in  the  sense  of  having  any  eflFect  upon 
its  financial  resources.  The  case  was  an  exceedingly  sai  case.  The 
man  was  at  the  time  undoubtedly  in  a  pitiable  and  pathetic  state  of 
health.  He  had  a  delightful  family.  When  the  defalcation  was  dis- 
covered, during  his  sickness,  he  was  called  before  the  oflScers  of  the 
bank,  and  after  making  a  faint  denial,  he  made  a  very  frank  and 
pitiable  confession  of  his  wrongdoing.  The  bank  did  what,  of  course, 
it  was  required  to  do,  regretfully  it  made  its  investigation,  and  re- 
ported to  the  Comptroller  of  the  Currency  and  to  the  national  bank 
examiner  the  facts  thereby  disclosed. 

Senator  Beed,  of  Missouri,  a  member  of  this  conmiittee  when  the 
February  hearings  were  held,  made  a  statement  Respecting  what  he  did 
to  help  the  family  of  Mr.  (jieseking.  What  Senator  Beed  did  will 
stand  always  as  a  testimonial  to  the  Senator's  splendid  heart  and  char- 
itable mind.  Mr.  Gieseking  and  his  family  were  neighbors  of  Senator 
Beed.  Senator  Beed  had  purchased  his  house  from  Mr.  Gieseking 
directly  next  to  where  Gieseking  himself  lived,  and  Senator  Beed 
went  forward  for  that  neighbor  and  tried  to  do  everything  he  could 
to  get  the  members  of  the  lamily  who  were  capable  of  womng  posi- 
tions in  the  Government.  Mr.  Joseph  P.  Tumulty  did  likewise. 
May  I  say  I  trust  the  press  will  not  mention  this  Gieseking  case,  be- 
cause it  can  only  do  harm  to  an  innocent  family,  which,  as  Senator 
Beed  says,  always  suffers  more  than  the  guilty. 

AMiatever  was  done  to  help  the  Gieseking  family  receives  not  only 
my  commendation  but  the  commendation  of  ever}'  officer  of  the  Big^ 
Bank.  The  officers  of  the  Biggs  Bank,  as  such  did  simply  their 
duty.  The  Fidelity  Co.  that  was  on  Mr.  Gieseking's  bond  paid 
the  amount  of  money  that  they  were  required  to  pay  on  that  bond, 
and  they  took,  as  I  assume  they  had  a  legal  right  to  do,  deeds  to  what 
property  he  held  in  his  name  as  security.    The  bank  took  none  of  his 

Eroperty,  except  such  money  as  he  raised  and  voluntarily  paid  to  the 
ank,  leaving  a  deficit.  The  bank  was  not  paid  in  full — could  not  be 
paid  in  full.  Bepresenting  the  bank,  I  agreed  with  Mrs.  Gieseking, 
a  splendid  woman,  that  she  might  keep  for  her  own  use  at  that  time 
some  funds  Mr.  Gieseking  had  until  they  could  get  on  their  feet.  The 
bank,  of  course,  had  no  right  to  give  money  either  to  a  defaulter  or  to 
the  family  of  a  defaulter,  but  Mr.  Charles  C.  Glover,  personally 
handed  Mrs.  Geiseking  $400  in  order  that  the  family,  reared  in  the 
station  in  life  that  they  never  should  have  been  reared  in,  could 
arrange  their  affairs  until  such  time  as  they  got  work. 

I  bring  that  in  because  the  Gieseking  case  is  brought  into  this  rec- 
ord, and  I  say,  as  I  think  Senator  Weeks  said,  that  Senator  Beed's 
and  Mr.  Tumulty's  efforts  to  help  that  family  are  not  subjects  for 
criticism,  but  they  are  subjects  for  most  splendid  commendation. 

The  Comptroller  of  the  Currency  gets  out  and  ^ot  out  just  shortly 
before  this  Gieseking  case  placards  inviting  attention  to  penalties  for 
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the  violation  of  the  national  bank  act,  undoubtedly  as  a  warning  to 
persons  against  those  penalties,  and  the  comptroller,  so  far  I  know, 
in  this  case  simply  forwarded  the  report  of  the  defalcation  to  the 
Department  of  Justice.  The  case  has  never  been  tried,  and  I  under- 
stand the  man  is  still  sick. 

But  that  record  having  been  brought  here,  on  page  397  the  comp- 
troller said : 

Mr.  W1LT.IAM8.  They  were  carrying  the  stocks,  aud  I  think  he  denied  that 
he  had  given  them  authority  to  permit  the  purchase.  That  is  one  particular 
case,  and  tliere  were  a  number  of  other  losses. 

Referring  to  what  I  denominated  yesterday  as  the  Musher  case : 

Senator  Weeks.  Was  there  any  lo.ss  on  account  of  the  loans  made  by  officers 
or  employees  of  the  bank? 

That,  imdoubtedly,  should  read,  "to  officers  or  employees  of  the 
bank." 

Mr.  Williams.  Oh,  I  don't  recall  as  to  whether — yes;  I  will  say  there  was 
an  atmosphere  of  speculation  in  the  bank  at  that  time  which  was  exceedingly 
unhealth.v.  At  a  previous  hearing  reference  has  been  made  to  one  case  where 
a  note  teller,  I  believe,  embezzled  fifty  or  sixty  thousand  dollars  of  the  bank's 
money.  I  presume  he  felt  that  as  the  officers  of  the  bank  were  speculating^ 
that  the  president  of  the  bank  was  buying  and  selling  stocks  and  the  vice 
president  was  buying  and  selling  stocks,  and  others,  that  he  could  speculate 
also.  The  result  was  that  there  was  an  embezzlement;  in  fact,  I  think  there 
have  been  two  embezzlements  in  that  bank  from  time  to  time  in  the  past. 
Bat  that  was,  as  I  say,  I  think  the  example  of  having  the  officers  of  the  bank 
engaged  in  stock  speculation,  which  >vas  an  exceedingly  unhealthy  one  for 
the  bank. 

Before  he  made  that  statement  he  could  have  ascertained  the  facts, 
could  he  not?  What  impression  did  he  want  to  create  here  except 
that  this  man  Gieseking  had  become  a  defaulter  by  speculating  in 
consequence  and  as  a  result  of  the  example  set  him  by  officers,  wnen, 
if  he  had  taken  the  slightest  trouble  to  find  out  the  truth,  he  would 
have  learned  a  remarkable  thing — ^that  stock  speculation  had  noth- 
ing to  do  with  Gieseking's  defalcation.  Gieseking  was  not  a  stock 
speculator.  In  fact,  the  only  stocks— very  few — that  Gieseking  had 
were  turned  into  money  and  enabled  him  to  make  good  in  a  very 
sniall  part  his  defalcation.  He  would  have  learned,  as  anybody 
could  learn,  that  Gieseking's  defalcation  was  the  residt  of  living 
on  a  false  basis.  A  man  :^*liqLMd  a  small  salary  had  received  some 
years  ago  a  legacy — I  do  not  remember  the  exact  figures,  but  some- 
thing like  $20,000 — and,  like  so  many  men  who  get  $20,000,  that 
seemed  to  make  him  feel  that  he  was  rich,  and  he  immediately  built 
a  home  far  beyond  his  natural  and  normal  resources,  and  the  story 
is  a  story  of  keeping  up  with  the  Joneses.  He  lived  in  an  expensive 
neighborhood,  his  family  lived  on  an  expensive  basis,  and  the 
money  was  used  for  that  purpose.  It  was  taken  from  time  to  time 
in  order  to  keep  this  expensive  mode  of  living,  the  keeping  ^of  an 
automobile,  and  the  living  on  a  basis  that  the  man  had  no  right  to 
live  on.  The  baut  should  have  knpwn  of  this  mode  of  living,  but 
not  knowing  that  he  had  this  legacy  did  not  know  that  he  had 
resourcea  outside  of  his  salary.  That  was  the  whole  story  of  the 
Gieseking  case,  out  of  which  this  man  Williams  attempts  here  before 
the  Senate  committee  to  create  the  impression  that  this  was  the 
result  of  the  atmosphere  created  in  the  bank  by  a  man  like  Mr. 
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fflovor,  a  millionaire,  buying  for  his  own  account,  when  he  wanted 
to,  stocks  and  bonds. 

Not  only  tliat,  there  was  one  other  defalcation,  he  says,  and  he 
brings  that  in.  He  knew — and  if  he  did  not  know,  he  should  have 
known — that  the  second  defaulter  did  not  come  into  the  bank  until 
1918.  He  was  an  employee  taken  on  during  the  time  when  all  banks 
and  all  industries  were  suffering  from  scarcity  of  labor.  He  was  a 
w<»ll  recommended  young  man  who  forged  some  checks  of  depositors. 
He  was  not  there  at  the  time  when  these  things  which  he  said  ceased 
afterwar<Is,  and  which  ho  criticized,  wei*e  going  on.  AATien  a  man 
comes  U*fore  a  committee  of  the  I7nited  States  Senate,  having  avail- 
able to  him  and  accessible  to  him  those  facts,  and  makes  that  sort  of 
a  statement,  endeavoi*s  to  use  those  things  which  he  could  have  in- 
telligently informed  himself  about,  am  1  overstepping  the  bounds 
of  fairness  or  propriety  when  I  say  that  it  shows  tne  characteri^ic 
expert  falsifier — the  creator  of  false  impressions? 

1  call  your  attention  to  the  February  hearings,  on  page  377,  where 
he  refers  to  the  fact  that  merely  because  he  put  the  word  "  and " 
where  he  should  have  put  in  the  word  "  or,"  in  calling  for  these  spe- 
cial rej)orts,  ai  $5,000  fine  was  not  sustained.  In  other  words,  wher- 
ever he  mentions  that,  he  creates  the  impression  that  by  a  technical 
inadveilance  he  calletl  for  these  reports  with  the  word  ''  and."'  Of 
coui'se,  he  did  not  do  any  such  thing.  You  heard  me  read  over  and 
over  again  that  he  made  these  separate  officei's  sign  sepai*ate  state- 
ments.   It  was  not  any  technical  oversight  at  all. 

I  could  go  on  through  this,  just  as  I  could  go  on  through  the  corre- 
spondence, and  call  your  attention  to  his  evasive  methods,  call  your 
attention  to  the  fact  that  he  will  not  answer  Questions  the  facts  in 
relation  to  which  must  be  at  hand.  But  I  will  not  bother  you  any 
lonijer  on  that. 

nefore  I  pick  up  one  by  one  this  man's  misuse  of  his  office  as  a 
method  of  reprisal  against  those  he  had  personal  anin^osity  toward, 
let  me  illustrate  a  case — I  do  not  know  how  many  others  there  are — 
when*by  he  can  work  his  office  the  other  way.  When  Lewis  Johnson 
&  Co.,  the  brokerage  house  whose  office  w^as  opposite  the  Treasury, 
went  into  bankruptcy,  they  had  in  their  emplOT  a  man  whose  name 
was  W.  Morris  Lammond,  a  bookkeeper.  Mr.  Lammond  did  a  great 
deal  of  the  work  in  connection  with  the  digging  out  of  the  facts  of 
tlie  alleged  Ix»wis  Johnson  t't  Co.-Riggs  National  Bank  account  for 
the  attorneys  for  Mr.  AVilliams  in  the  equity  suit.  AVlien  the  affi- 
davit upon  wliich  the  i)erjurv  indictment  was  so  outrageously  based 
was  pre.sented  to  the  court  during  the  preliminary  equity  hearing, 
the  next  day  the  comptroller's  counsel  responded  by  producing  a 
long  affidavit  made  that  night  by  Mr.  W.  Moiris  Lanimond,  who  at 
that  time  was  acting  as  bookkeeper  for  the  trustees  in  bankruptcy 
of  the' Lewis  Johnson  firm.  Lannnon<l,  in  that  affidavit — poor  cha]) — 
was  made  to  swear,  not  on  information  and  belief,  but  to  swear  as  of 
direct  |>ersonal  knowledge,  to  facts  which  manifestly  and  obviously 
lie  could  not  have  had  any  personal  knowledge  of.  If  he  had  said 
on  information  and  belief,  I  i^iderstand  the  situation  would  have 
been  one  thing,  but  the  affidavit  made  him  testify  as  to  things  which 
went  on  in  the  Riggs  Bank,  where  he  was  not  employed,  and  where 
he  could  not  have  l3een  employed.  It  was  an  obvious  thing,  and  it 
l>ecame  more  obvious  this  wav :  I^anmiond  was  a  witness  l^efore  the 
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grand  jury  in  that  expeditiously  conducted  proceeding  whereby  Mr. 
(rlover  and  the  Messrs.  Flather  were  indicted. 

When  Lammond  came  on  the  witness  stand  in  the  criminal  prose- 
cution, he  was  the  most  harmless  and  innocuous  witness  ever  pro- 
duced by  a  prosecution  against  defendants.  Of  course,  the  facts 
which  it  was  easy  for  him  to  state  in  an  ex  parte  affidavit,  when  re- 
stricted by  rules  of  evidence  he  could  not  testify  to.  His  testimony 
was  purely  formal,  the  recognition  of  documents,  and  absolutely  did 
no  harm  whatever. 

Tlie  trial  ended.  The  next  time  I  met  Mr»  W.  Morris  Lammond 
he  was  assistant  national  bank  examiner,  assigned  to  the  Philadelphia 
district  by  the  grace  of  John  Skelton  AA^illiams,  Comptroller  of  the 
Currency. 

The  Chairman.  Before  you  pass  that,  can  you  in  a  word  give  the 
committee  any  idea  of  what  Mr.  Lammond  testified  to  that  was  false? 

Mr.  HoGAN.  I  will  put  the  affidavit  in  the  record,  with  the  chair- 
man's permission. 

The  Chairman.  Very  well. 

Mr.  HoGAN.  If  the  affidavit  had  been  true,  if  the  facts  in  the  affi- 
davit had  been  true,  there  would  have  l>een  no  escaping  the  trial  for 
perjury. 

The  Chairman.  They  did  not  escape  the  trial  for  perjury? 

Mr.  HooAN.  I  mean  there  would  have  been  no  escaping  conviction. 
If  his  affidavit  had  been  true,  the  affidavit  upon  which  the  perjury 
indictment  was  based  would  have  been  false,  and,  as  I  say,  this  affi- 
davit was  drawn  for  him,  of  course,  in  the  night,  and  when  Lammond 
came  on  the  stand  in  the  criminal  case,  of  course  he  could  not  testify 
to  things  he  did  not  know  of,  and  he  was  gentle  and  nice.  All  we  did 
with  Mr.  Lammond  was  make  him  a  witness  for  the  defense. 

The  Chairman.  As  a  matter  of  fact,  then,  in  the  criminal  trial  he 
did  not  support  his  affidavit  in  the  civil  proceeding? 

Mr.  HoGAN.  No.  I  am  through,  except  as  to  anything  I  might  be 
asked,  with  the  Biggs  Bank  phase  of  this  case. 

The  Chairman.  Your  testimony,  after  it  is  printed,  of  course,  will 
\ye  given  to  the  comptroller. 

Mr.  HoGAN.  Yes,  sir. 

The  Chairman.  And  he  will  have  an  opportunity  to  make  reply. 

Mr.  HoGAN.  Yes,  sir. 

The  Chairman.  If  at  that  time  there  are  any  corrections  that  you 
wish  to  make,  I  presume  you  will  have  an  opportunity.  I  want  to  be 
fair  about  this. 

Mr.  HoGAN.  As  I  stated  to  Senator  Henderson  when  he  made  that 
statement  to  me  yesterday  after  adjournment,  no  matter  where  I  am, 
I  am  at  this  committee's  disposal,  and  with  any  reasonable  notice  I 
will  again  respond,  as  I  have  responded  now,  to  a  request  of  this 
committee. 

I  have  tmly  given  you  samples  of  this  correspondence.  It  would 
take  500  printed  pages  to  give  it  to  you  all.  It  just  simply  was  char- 
acterized throughout,  as  I  have  already  said  to  you,  by  this  sort  of 
thing.  The  board  of  directors  of  the  bank  would  say  to  Mr.  Williams, 
''  Is  there  any  practice  or  anything  here  at  all  that  you  want 
changed  i ''  And  he  would  answer,  *'  Your  artless  inquiry  is  under- 
stood and  appreciated."' 
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The  board  of  directors  of  a  bank  would  say  to  him,  "  We  had  a 
national  bank  examiner  in  here  in  May,  1914.  Did  he  report  any- 
thing that  ought  to  be  dianged?  Did  he  report  against  us?"  The 
answer  was,  "  You  will  soon  learn  what  this  office  can  do." 

The  board  of  directors  said,  "  You  have  charged  our  officers  with 
falsifying  under  oath.  Will  you  please  inform  us,  so  that  we  may 
take  appropriate  action,  what  falsifications  you  have  otJier  than 
that  one  of  Mr.  Glover's  you  have  called  attention  to?  "  And  he 
answers  again,  "  Your  artless  seeking  for  information  is  not  mis- 
understood bv  this  office.  In  due  time  this  office  will  take  appro- 
priate action.'^' 

The  Chairman.  That  volume  of  letters  will  be  left  with  the  com- 
mittee, Mr.  Hogan  ?  • 

Mr.  Hogan.  Yes,  sir.  I  do  not  think  that  volume  of  letters,  how- 
ever, should  be  published,  because,  as  I  say,  name  after  name  of 
persons  having  no  connection  with  this  are  in  it. 

The  Chairman.  I  understand.  It  will  be  considered  in  executive 
session. 

Mr.  HooAN^  The  Kiggs  Bank,  when  Mr.  Williams  was  nominated 
during  the  last  session  of  Congress,  neither  b^  its  officers  nor  its 
attorneys  took  any  part  whatever  in  opposing  his  nomination.  The 
Biggs  Bank  has  no  interest,  any  more  than  other  national  banks 
would  have,  in  whether  Williams  or  Jones  or  Smith  is  Comptroller 
of  the  Currency.  That  is  not  for  its  selection.  The  Riggs  Bank's 
position  with  regard  to  whether  or  not  it  would  be  heard  on  the  sub- 
ject is  very  correctly  stated  by  Senator  Owens,  the  former  chairman 
of  this  committee,  in  the  February  hearings,  at  a  time  when  the 
committee  had  requested  my  appearance  here,  and  I  was  in  Brook- 
lyn. I  do  not  remember  the  page  it  is  on  now,  but  it  is  very  well 
stated  and  I  need  not  bother  to  call  your  attention  to  the  page,  but 
Senator  Owens  stated  the  Biggs  Bank's  position  so  clearly  that  I 
could  not  improve  upon  it. 

The  Chairman.  The  bank  had  an  opportunity  to  appear  last  ses- 
sion but  did  not. 

Mr.  Hogan.  I  am  here  in  the  performance  of  what  I  consider 
individually  and  personally  a  public  duty,  after  I  received  the  re- 
quest of  this  committee  to  come  here,  to  let  you  know  facts  which 
demonstrate  the  manifest  and  obvious  unfitness  of  this  man  for  office. 

But  I  have  not  shown  you  the  main  thing  even  yet.  One  of  the 
things  that  Williams  has  prated  about  more  than  anything  else  is 
this,  that  it  is  a  slander  to  say  that  he  would  use  his  public  office,  or 
that  he  ever  did  use  his  public  office,  to  get  back  at  a  personal  enemy 
or  at  anyone  who  criticized  his  public  acts,  or  to  attain  the  end  of 
personal  hostility  or  malice.  That  has  been  his  card  all  the. way 
through.    Now,  let  us  test  it. 

First.  Ailes  and  Flather,  two  officers  of  the  Riggs  Bank,  are  the 
only  persons  to  appear  before  the  Senate  committee  in  opposition 
to  his  confirmation  when  he  is  first  appointed  and  the  Riggs  Bank 
suffered -for  it. 

Second.  George  G.  Hill,  the  New  York  Tribune  correspondent, 
and  for  some  years  now  the  London  Times  correspondent — or  one  of 
the  London  Times  correspondents — wrote  the  articles  which  criti- 
cized Williams's  public  conduct  with  relation  to  the  Munsey-IJnited 
States  Trust  Co.  consolidation  in  this  city  in  1915.    Every  time  he 
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issues  a  public  statement  you  will  find  in  it  an  attack  on  Hill.  In 
the  public  i-ecords  here  of  the  February  hearings  he  puts  the  quota- 
tion that  he  uses  constantly  from  Secretary  McAdoo,  to  the  effect, 
in  substance — I  do  not  want  to  waste  time  turning  to  it — ^"  This  cor- 
respondent is  known  and  thoroughly  discredited  in  this  depart- 
ment." He  seems  to  think  by  repetition  of  the  thing  he  will  end 
Hill's  newspaper  career  entirely.  Every  time  Hill  has  written  an 
article  reflecting  upon  the  condition  of  his  public  office  he  has  gone 
after  whoever  dared  publish  that  article.  Not  long  ago  his  secre- 
tary telephoned  to  Hill,  because  Hill  in  the  Boston  Transcript  had 
written  an  article  about  the  comptroller's  public  conduct,  summon- 
ing Hill  before  the  bar  of  that  supreme, tribunal  to  answer.  As  I 
say,  he  has  taken  advantage  of  this  proceeding  here. 

Mr.  Hill,  I  said  the  other  day,  was  a  member  of  the  Senate  gallery. 
He  has  been  continuously  with  two  exceptions.  Having  a  fine  ideal 
of  the  correspondent's  duty,  he  demitted  from  the  Senate  gallery, 
he  gave  up  his  privilege  m  the  Senate  gallery  when  he  was  em- 
ployed to  conduct  our  publicity  in  connection  with  the  equity  suit. 
The'  Kiggs  Bank  at  that  time,  or  its  officers,  had  him  directing  the 
publicity,  because,  as  you  Senators  will  recognize,  there  werei  two 
aspects  to  that  when  we  were  forced  to  bring  this  man  to  the  bar  of 
a  court  of  justice  to  assert  our  rights.  One  was  the  public  aspect, 
the  other  with  the  court  aspect.  If  the  publicity  was  not  intelli- 
gently handled,  a  run  would  have  occurred  on  that  bank.  Mr.  Hill 
was  a  man  who  had  experience  in  handling  things  of  that  sort, 
and  he  demitted  from  the  Senate  gallery.  Latterly  he  has  done  the 
same  thing,  because  he  is  now  doing  publicity  work  for  the  national 
committee. 

But  because  Mr.  Hill  has  suffered  from  this  man's  hostility  in 
every  way  he  can,  and  because  he  has  said  he  is  a  thoroughly  dis- 
credited correspondent,  just  as  a  matter  of  American  fair  play  I  am 
going  to  ask  to  be  allowed  to  read  into  this  record  a  tribute  of  Mr. 
Ilill  from  a  man  that  many  of  you  Senators  know  personally  and 
that  all  you  respect  the  opinion  of.  I  hold  the  original  letter  in  my 
hand,  which  Mr.  Hill  prizes  highly.    It  reads : 

UNmcD  States  Senate, 
Washington,  D.  C,  October  23,  19U, 

My  Dear  Mb.  Mptchell  :  I  beg  to  Introduce  to  you  my  friend,  George  G.  Hill, 
who  has  long  been  head  of  the  Tribune  bureau  in  Washington.  Mr.  Hill's  con- 
nection with  the  Tribune  has  ended  and  his  services  are  available  for  some 
other  paper.  A  long  and  intimate  acquaintance  with  the  representative  of  the 
press  niakes  me  feel  competent  to  say  that,  many  able  men  as  there  have  been 
among  them,  Mr.  Hill  ranks  with  the  very  first.  He  has  establishe<l  a  strong 
feeling  of  confidence  in  him  among  public  men,  and  they  like  him  and  trust  him, 
and  he  has  acquired  the  kind  of  thorough  and  confidential  knowledge  of  the 
aftairs  of  our  Government,  its  personnel,  its  inside  history,  the  moaning  of 
things  said  and  done,  the  inferences  to  be  drawn  from  what  happens  here,  the 
real  weight  and  potency  of  the  forces  at  work,  which  can  be  gained  only  by 
long  and  successful  experience.  The  ability  of  a  man  to  learn  what  is  really 
going  on  here  depends  very  much  on  his  having  that  kind  of  knowledge,  so  that, 
with  a  very  little  additional  information,  he  has  the  whole  story. 

I  know  of  no  Washington  correspondent  in  recent  years  whose  articles  have 
conmianded  more  respect  and  shown  more  correct  insight  and  information  than 
his.     I  beg  to  commend  him  to  your  kind  consideration  and  courtesy. 

With  kind  regards,  I  am  always. 

Faithfully   yours, 

Elihu  Root. 

Edwabd  p.  Mitchell,  Esq., 

The  New  York  Sun,  New  York  City. 
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Elihu  Root  before  he  write  that  letter  liad  been  Secretary  of  War, 
had  been  Secretary  of  State,  was  an  ornament  in  the  United  States 
Senate,  and  in  those  pnblic  positions  he  had  an  intimate  knowledge 
of  the  character  of  the  newspaper  coirespondents  in  this  city,  neces- 
sarily. The  letter  was  written  after  John  Skelton  Williams  and 
William  G.  McAdoo  disci-edited  Mr.  Hill. 

I  read  \'ou  another  letter,  or  an  extract  fi*om  it,  because  part  of  it 
is  personal,  which  is  written  fi-om  Pointe-au-Pic,  Canada,  July  18, 
1910,  and  is  signed  by  William  Howard  Taft,  and  it  says  about 
George  Griswold  Hill: 

i*OIXTK-Ar-PlC.    <\\NADA.    ./w/j/    M    1916. 

♦  •  ♦  I  want  to  firing:  to  your  attention  Georpe  Griswold  Hill.  George 
Hill  was  for  a  urwit  many  yeaQ*  tlie  correspondent  of  tlie  New  York  Tribune  in 
Wasliinjs^on.  I  re^rd  hiui  as  one  of  the  best  and  most  reUable  correspondents 
I  iiave  ever  known  in  my  oilicial  career.  ♦  ♦  ♦  He  has  an  excellent  style. 
Judicial  cast  of  mind,  and  a  power  of  forceful  expression.  Withal,  lie  is  a 
most  excrellent  fellow  an<l  st(»o<l  amont;  the  first  In  the  c^imation  of  his  col- 
leayrues  in  Washington.  •  ♦  * 
Sincerely,  yours. 

WiLiJAM  H.  Taft. 

A.S  I  said,  I  delete  personal  iimtter.  That  is  signed  bv  William 
Howard  Taft. 

Senator  Hexderson.  Will  those  letters  go  in  the  i-ecord? 

Mr.  Hooan.  Yes,  sir. 

Senator  Hendkbson.  That  will  give  the  dates  then. 

Mr.  HoGAx.  The  date  of  one  is  1914  and  the  date  of  the  other 
is  1916. 

This  is  the  same  man  whom  I  say  on  evei*y  occasion  Mr.  Williams 
has  denounced.  Mr.  Williams  says  in  the  record  that  the  memoran- 
dum which  Senator  Weeks  inserted  about  the  Riggs  Bank  case,  un- 
signed, was  undoubtedly  prepared  by  Mr.  Hill,  and  it  will  be  inter- 
esting to  know  who  paid  him  and  what  he  was  paid.  He  might  learn 
right  now  that  he  was  not  paid  anything,  and  he  was  not  paid  by 
anybcxly  for  having  prepared  that  memorandum  for  Senator  Weeks. 

1  would  bo  proud,  if  I  wei-e  George  Griswold  Hill,  to  have  Mr. 
Williams  say  what  he  said  about  him  against  what  Elihu  Root  and 
William  Howard  Taft  .said  alx)ut  him. 

Mr.  Williams  in.seited  in  the  record  here  a  perfectly  beautiful 
denunciation  of  slander  and  the  slanderer  which,  ^vhen  Senator 
Norris  asked  him  who  said  it,  he  said  it  was  said  by  Wiendell  Phillips. 
Mr.  Williams  ought  to  be  familiar  with  everything  that  has  been  said 
on  either  side  of  the  subject,  because  there  exists  nowhere  in  our 
public  life  a  greater  expert  in  slander  than  is  John  Skelton  Williams. 

That  is  the  Hill  case.  You  know  what  Riggs  got.  Just  as  in  the 
first  nomination  of  that  man,  two  witnesses  appeared,  Ailes  and 
Flather,  so  the  last  time  two  witnesses  appeared,  and  he  is  proud  of 
the  fact  that  only  two  appeared,  one  of  them  a  man  by  the  name  of 
Wade  H.  Cooper,  president  of  a  small  .savings  bank  in  this  city,  the 
other  Senator  John  W.  Weeks,  a  Senator  of  the  United  States.  Did 
they  esca])e  his  policy  of  reprisal?  They  did  not.  Here  in  May, 
1911),  on  Treasury  Department,  Comptroller  of  the  Currency  paper, 
vvius  sent  out  broadcast  throughout  the  country  a  memorandum.  He 
says  the  memorandum  Senator  Weeks  put  in  the  I'ecord  on  the  Riggs 
National  Bank  matter  is  anonymous  because  it  is  not  signed  by  any- 
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body.  This  is  anonymous,  because  it  is  not  signed  by  anybody.  But 
it  is,  as  all  Mr.  Williams's  memoranda  prepared  by  himself  are,  a 
perfectly  splendid  tribute  to  Mr.  Williams,  and  a  denunciation  of 
Mr.  Cooper  and  Mr.  Cooper's  family.  I  do  not  know  Mr.  Cooper, 
never  met  him  until  I  saw  him  in  this  room,  and  hold  no  brief  for 
him,  but  it  is  a  matter  of  comment  that  when  the  paper  paid  for  by 
the  United  States  Govermnent,  undoubtedly  written  at  the  expense 
of  United  States  employees'  time,  is  used  to  carry  on  John  Skelton 
Williams's  propaganda,  and  at  the  same  time  to  attempt  to  destroy  a 
private  citizen  who  has  the  temerity  to  come  before  a  Senate  commit- 
tee and  oppose  Mr.  Williams's  nomination,  that  you  Senators  should 
know  it. 

This  particular  paper  has  11  closely  mimeographed  pages.  It  is 
the  second  of  two  of  its  kind,  the  first  being  sent  out,  as  I  recall  it,  in 
March,  the  second  in  May.  It  was  obviously  sent  to  directors  of  every 
national  bank,  as  well  as  to  everv  bank  officer.  For  the  first  time  in 
the  history  of  Mr.  John  Skelton  ^Villiams's  incumbency  in  the  office, 
I  was  even  favored  with  this  communication.  Of  course,  it  had  a 
salutory  effect.  Send  that  sort  of  thing  broadcast  throughout  the 
country,  and  you  say  to  the  officei^  and  directors  and  attorneys  of 
banks,  "This  is  what  you  get  if  you  come  before  the  Senate  com- 
mittee." 

The  Chairman.  Did  that  document  refer  to  Senator  Weeks  in 
any  way? 

Mr.  HoGAN.  No.  But  I  am  going  to  call  your  attention  to  that. 
Senator  Weeks  did  not  escape.  When  he  got  out,  this  man  pursued 
him,  and  pursued  him  in  a  scurrilous  manner.  I  do  not  care  anvthing 
about  Mr.  Cooper  or  his  case.  That,  between  the  sessions,  when  he 
knew  this  case  was  coming  up  again,  was  what  Mr.  Cooper  got.  And 
if  you  read  it  in  the  light  of  the  testimony  that  was  given,  you  will 
find  that  while  it  is  not  wholly  false,  it  is  one  of  those  distorted  half 
statements  whereby  he  sets  out  his  side. 

The  Chairman.  Do  you  know  how  generally  that  was  circulated? 

Mr.  HoGAN.  I  have  never  met  a  bank  officer  in  Washington  who 
did  not  receive  one  of  them.  I  do  know  that  I  saw  one  of  them  that 
was  in  what  we  call  a  franked  envelope.  The  one  I  received  had  post- 
age on  it,  but  the  envelope  was  Government  property,  and  the  paper 
was  Government  property,  and  it  would  be  interesting  to  learn 
whether  or  not  the  time  in  which  it  was  prepared  was  not  Govern- 
ment time. 

Senator  Henderson.  Are  you  going  to  ask  permission  to  insert 
that  in  the  record? 

Mr.  HofJAN.  It  is  a  rather  long  thing.  Do  you  want  it  in  the 
record  ? 

Senator  Henderson.  No.  Mr.  Cooper  had  one  the  other  day,  and 
I  do  not  want  to  encunibei-  the  record. 

The  Chairman.  No. 

Mr.  HoGAN.  I  dp  not  ask  it.    I  am  calling  attention  to  it. 

The  Chairman.  You  can  leave  it  with  the  committee. 

Mr.  HooAN.  Then  he  follows  with  another  one  of  his  propaganda 
memorandums.  This  is  undated,  from  the  Treasury  Dei^artment, 
Washington,  on  the  paper  of  the  Comptroller  of  the  Currency, 
*'  Memorandum  regarding  ex-Senator  Wooks's  testimony  before  the 
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Senate  committee  opposing  the  confirmation  of  the  Comptroller  of 
the  Currency.    February,  1919." 

There  are  four  pages  of  the  memorandum,  and  then  he  has  attached 
to  the  memorandum  a  copy  of  a  letter  of  March  25, 1919,  from  John 
Skelton  Williams  to  Mr.  J.  R.  Downing,  vice  president  and  cashier 
of  the  Phoenix  &  Third  National  Bank,  Lexington,  Ky.  You  see, 
this  man  spends  so  much  time  carrying  on  his  own  fight  that  it  is 
no  wonder  that  banks  telegraph  in  here  that  they  can  not  get  in- 
formation. 

Senator  Henderson.  Did  you  receive  that  through  the  mail? 

Mr.  HooAN.  Yes;  I  received  it  through  the  mail.  It  was  not  sent 
to  me  direct.  Tliis  was  sent  to  a  friend,  a  man  living  in  Washington, 
having  no  connection  with  any  bank  at  all,  and  it  was  sent  by  the 
mail  from  him  to  me. 

I  am  not  going  to  read  this  except  to  say  this :  This  is  a  United 
States  Senator,  Senator  Weeks,  who  in  the  Cooper  memorandum 
Williams  refers  to  as  the  "now  ex-Senator  Weeks'' — noc  as  "ex- 
Senator  Weeks  "  or  '*  former  Senator  Weeks,"  but  as  "  now  ex-Senator 
Weeks." 

This  memorandum  he  devotes  to  the  United  States  Senator  who 
had  the  temerity  to  oppose  him.  He  first  charges  in  fairly  diplomatic 
language  that  Senator  Weeks  knowingly  made  a  false  statement.  He 
said  that  Senator  Weeks  could  not  possibly  have  forgotton  that  he 
had  received  a  letter  which  was  commendatory  of  Williams  at  the 
time  when  the  Senator  said  that  all  the  correspondence  he  had  re«^ 
ceived  from  bankers  while  he  was  Senator  was  condemnatory  of 
him,  and  he  puts  in  juxtaposition  Senator  Weeks's  statement  and 
Senator  Weeks's  subsequent  statement  about  this  one  letter  that  he 
received  from  somebod)%  I  think,  in  Kentucky,  and  then  he  goes  on 
to  argue  that  Weeks  made  this  admission  only  after  he  discovered 
that  the  Comptroller  of  the  Currency  knew  of  these  resolutions  and 
after  (underscoring  the  word  "after")  the  Comptroller  of  the  Cur- 
rency had  i*ead  a  letter  from  the  president  of  the  national  bank. 

And  then  just  think  of  this  sort  of  thing  to  be  sent  out  about  a 
United  States  Senator  who,  however  much  he  opposes  you,  we  must 
assume  tries  to  do  his  dutv : 

The  matter  of  a  sinjrle  letter,  ot  course,  is  not  imi>ortu)it  of  Itself.  In  this 
instance,  however,  this  letter,  taken  with  the  clrcunistanw»s  connected  with  it, 
has  serious  sijnilttcance.  It  Sivms  to  prove  that  Mr.  Weeks's  memory  fails 
to  function  efficiently  on  points  favorable  to  Mr.  Williams's  fitness  (p  be 
comptroller,  but  is  vividly  retentive  of  every  scrap  of  anonymous  suggefftion 
or  bit  of  floating?  fretfulness  he  can  jrather  to  supiwrt  his  contention  tliat  the 
comptroller  is,  as  he  fhar^ed,  '*  temperamentally  unfit."  It  suggests  tliat  even 
he  may  doubt  the  value  of  opinion  bastni  on  rejection  of  tlie  evidence  of  one  side 
and  inflation  of  that  on  the  other  side.  It  indicates  that  such  opinion  was 
entitled  to  Jlttle  weijrht  even  aide<l  by  the  dignity  of  a  Senatorship  from  Massa- 
chusetts, and  can  not  command  much  respet»t  even  by  the  pathos  of  its  expres- 
sion as  a  **  swan  s^mj:."  as  the  now  ex-Senator  describe<l  his  fervent  appeal 
b»»fore  the  Senate  ••<»nmiiit*v  pre*.'iHllnjr  his  retlrt*ment  by  request  of  his  con- 
stituents. 

Comment  is  unnecessary. 

Senator  Henderson.  I  suggest  that  that  entire  letter  be  put  in  the 
record. 

Mr.  HoGAX.  I  hand  it  to  the  reporter.    I  think  it  ought  to  be. 


NOMINATION   OF   JOHN  SKELTON  WILLIAMS.  166 

(The  letter  referred  to  is  here  printed  in  full,  as  follows:) 

MKMOKANDl'M  KEGAKDING  EX-SEXAT()K  WEHKS'  TESTIMONY  IIEFOKE  THE  8ENATE 
COMMITTEE  OPPOSING  THE  CONFIRMATION  OF  THE  COMPTROLLER  OF  THE  CUR- 
BENCT. 

Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  February,  1919. 

At  a  hearing  before  the  Bankiii;^  aiicl  Currency  Committee  of  the  Unitetl 
States  Senate  on  Februaiy  19,  1919,  on  tlie  question  of  the  confirmation  of  the 
nomination  by  the  President  of  the  present  Comptroller  of  the  Currency, 
Senator  Weeks  read  to  the  committee  certain  resolutions  which  he  said  he 
had  received  which  criticised  the  administration  of  the  present  incumbent  of 
the  office  and  expressed  approval  of  Air.  Weeks's  oppositi<m,  but  the  Senator 
refused  to  divuljje  the  name  of  either  of  the  two  "associaticms"  by  which  he 
said  these  allej?ed  resolutions  had  been  passed,  until  he  learned  that  the  Senate 
committee  was  better  informed  on  this  point  than  he  supposeil  it  to  be.  He 
then  admitted  that  the  first  resolution  which  he  had  read  was  from  the  clear- 
lug  house  association  of  Lexin^on,  K^*. 

Attention  is  called  to  the  inclosed  copy  of  letter  addressed  by  Comptroller 
Williams  on  March  25,  1919,  to  Mr.  J.  H.  Downing  of  Lexington,  Ky.,  in  reply 
to  a  letter  from  Mr.  ^>o^^^llng  dated  March  21,  which  throws  some  light  on 
tJie  origin  and  purpose  of  those  resolutions  and  of  the  similar  resolutions 
pas.sed  by  the  clearing  house  of  the  neighboring  town  of  Winchester.  No  reply 
from  Mr.  Downing  to  the  comptroller's  letter  of  March  25  has  been  received. 

As  a  prelude  to  Seiuitor  Weeks's  introduction  of  these  two  resolutions  he 
made  the  following  statement  to  the  Senate  conmiittee : 

"  I  have  not  had  a  communication  with  a  national  bank  as  far  as  I  can 
remember,  for  five  years — having  been  a  national  banker  and  being  on  this  com- 
mittee, I  have  had  a  great  many  communications — I  have  not  had  a  single 
word  that  I  recall  which  has  not  been. critical  of  the  comptroller." 

That  statement  was  made  by  him  deliberately,  and  the  record  shows  that 
in  making  it  he  uttered  an  untruth.  For  at  the  very  time  he  made  the  state- 
ment alK»ve  quoted  he  had  in  his  possession,  freshly  received,  a  communication 
dated  February  14,  1919,  from  the  president  of  a  leading  national  bank  in 
liexington  (a  former  President  of  the  Kentucky  Bankers  A.*woclatlon,  which 
not  only  was  not  critical  of  the  Comptroller  of  the  Currency,  but  which,  written 
without  the  comptroller's  knowledge  or  solicitation,  vigorously  protestecl  against 
^Iv,  Weeks's  oppositon  to  the  nomination  and  strongly  commendeil,  not  In  only 
a  **  single  word."  but  at  length.  Comptroller  Williams's  administration  of  this 
office.  The  writer  of  that  letter  said  to  Mr.  Weeks,  among  other  things.  In  a 
way  which  must  necessarily  have  Impressed  the  letter  upon  the  hitter's  ordi- 
narily alert  memory : 

"  I  notice  that  you  are  strongly  opposing  the  confirmation  of  Comptroller 
Williams  for  reapi)ointment  on  the  ground  that  he  is  arbitrary  and  technical 
and  altogether  unsatisfactory  to  the  bankers  of  the  country.  I  wish  to  say  that 
I  have  been  employed  In  this  Institution  for  upward  of  40  years.  During  that 
long  time  I  have  seen  many  comptrollers  come  and  go,  and  I  am  frank  to  say 
that  It  Is  my  deliberate  judgment  that  no  more  capable  man  has  ever  occuple<l 
the  position,  and  it  is  my  firm  belief  that  the  national  banks  of  the  <-ountry  have 
never  l>een  in  more  satisfactory  condition  than  they  are  to-day. 

"  He  had  imposed  no  conditions  which  this  bank  could  not-  readily  comply 
with,  and  so  far  as  I  am  concerned  the  more  nearly  my  bank  is  compelle<i  to 
comply  with  the  provisions  of  the  national  banking  act  the  better  I  am  pleased. 
Supposed  he  is  a  bit  techincal,  which  T  do  not  admit,  isn't  it  better  to  be  so  and 
stick  close  to  the  spirit  as  well  as  the  letter  of  the  law?  In  times  past  the  len- 
iency of  the  cimiptroller's  office  has  enabled  men  to  take  advantage  of  the  tech- 
nicalities of  the  law  to  do  things  which  were  never  contemplate<l  l)y  the  national 
bank  act,  and  which  in  many  instances  have  reaulteil  in  harm  to  their 
institutions. 

"♦  *  ♦  A  comptroller  who  requires  compliance  with  its  provisions,  both 
as  to  the  letter  and  spirit  of  the  act.  Is  the  kind  of  comptroller  I  should  like  to 
see  there  all  the  time,  and  this  I  know  Mr.  Williams  to  be. 

"♦  ♦  ♦  I  would  like  to  say  that  I  am  a  rock-ribbed  McKlnley  Republican 
and  always  expect  to  be.  And,  further,  I  believe  that  the  working  out  of  our 
present  difficult  situation  will  never  be  successfully  complete<l  until  the  Repub- 
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Ik-aiis  are  retunietl  tn  <i»iiii»K*te  «vmn»l  i»f  the  iii»Vfnimoiii,  ><•  thtit  .vmi  will 
rwHlily  see  that  nothiii;;  iMilitii-siI  4*imUI  Iiave  iiithieiuvtl  me  to  i»resuiiie  to  write 
this  letter. 

"  I  am  aware  of  the  faet  that  all  of  the  Iwiiikers  of  this  mnntry  iKi  not  apreo 
with  iiie  in  uiy  estimation  <>f  Comptroller  Williams's  ahilit.x  :  hut  lieiii?  tinnly 
•■••nvinf'**'!  «»f  his  value  as  a  puhlir  -^rvant.  I  have  tleierminrtl  in  this  way  to 
rnzrister  my  pnitest  a$;:iinst  the  effiirt  to  «iefeiit  his  eoiitirnuttion/' 

That  Mr.  Weeks,  in  view  of  this  unquestit>iu*<l  g^i^nl.  shouhl.  for  the  pur|»<^*'^ 
••f  injurinir  «»r  «iis(*reilitim;  the  eiunpiroller.  have  nunle  that  statement  is  some- 
%vhai  surpri^inir.  It  was  hanlly  tn  l»e  suii]^kse<I  that  a  Unitetl  States  Senator 
wouhl  aHow  his  :n\tuiHlless  antagonism  lo  one  who  had  done  him  no  wronjr  to 
impel  him  to  attempt  t«»  de«vive  his  «N»I1e:i^i«^  tm  a  Senate  i^riuimittee  with  an 
assertion  Sii  nnjustitiahle  and  Si»  falsiv 

A  few  minutes  after  Mr.  Weeks  had  ih^-laivtl  \**  the  t-mnnnttef  that  he  did 
not  rti-ill  **a  sin;rle  wnnl  whirh  h::s  nt»t  Unmi  rriti«-il  of  the  «t>mptniller" 
ruiMini:  the  many  letters  hv  rlaime*!  to  have  n^Tivinl  he  <«Mi;:ht  ti»  put  inti»  the 
ri**^»nl.  :in«»nyniou<ly.  the  re^'lutions  fr«ini  ihe  rUarhic  hous«*>  of  Lexinct'Ui  rnd 
Win«-hHsier.  Aflt-r  he,«lis40vere*l  that  The  iiiinptroHer  knew  of  tIu^4'  resi^Tn- 
tlon<.  and  afUr  the  o»nipin»ller  had  rea»l  a  letter  fn»m  the  presidwii  of  the 
laitional  hank  in  l>exin;rt«»n  rt-ferre<l  to  restinlint:  the  letter  which  that  official 
hatl  written  Mr.  Week<  renM»nstratin'j  ;!:nunst  his  <tp|^*sition  ti*  the  •i»mptroller*s 
•-••nfinnation.  Mr.  Weeks  th^-n.  and  then  only.  ai"di»Ok»tii'7dly.  stain^l  to  the 
•  onimittee: 

-Well.  Mr,  <*hairn)an.  I  have  a  mem<»r:indum  of  Mr.  Stoll's  letter  to  me, 
wli!»-h.  in  juMitv  t«i  Mr.  Williams.  I  was  mMni:  ti»  mention,  heoanse  I  notc^l  that 
i»  .-anH*  frtiui  I^siunton.  Ky." 

That  wa<  the  unly  referemv  Mr.  Wet^k^  maile  tt»  the  l«*tlfr  he  had  just 
r»"»viv«il  pr»it»-^iii,j  a:r:tinst  his  t<i»ntinuinir  hi<  •»|»|»«»<iiion  and  t'^Hiunemtine 
w:iriiily  \h*'  witrk  and  ailniinisTnition  t»f  th»*  oifitv  of  the  Comptndler  *»f  the  Cor- 
r*}i.*'\  :  airtl  a<  hf  rhtse.!  his  tt^tiniony  without  i^n^tueinir  the  letter,  the  comp- 
Tn»ller  Nult?rfH|u»-ntly  suhmitte«l  to  the  f^»nnnitt€H*  a  <^py  of  that  letter  to  Mr. 
Week<  whirh  the  Sen;;i«»r  hail  sn*  retvnily  reiviveil  anil  what  he  admitted  be 
had  ^'ui»t*'l"  ;;'*  4>>min::  fnun  "  Ij  j-innUtn."  and  whl^"^  wjis.  ihereforp,  fresh  in 
hi«i  fiii-ni«iry  at  the  tinn*  he  «lenie*l  he  ohiM  re**:!!!  a  **  single  wonl "  thiit  wa?  not 
•••Tiiind  of  ihe  t^tmptn tiler.** 

Tli*»  niatrer  of  a  <in:rle  letter,  of  i-ourse,  is  not  imiN-^rtant  of  ii?^lf.  In  this 
instan^.^*.  h«»wever.  this  letter  taken  with  the  eireum.<tanoes  I'onnecied  with  it 
ha*!  <»Tious  svjniiit'zin*'**.  It  seems  in  jin»ve  that  Mr.  We*»k*s  n>enK»r>-  fails  to 
funetion  effiriently  im  iMiims  favonihle  ti»  Mr.  Williams'*;  fitness  to  he  oHni|»- 
Tndit-r.  hut  i<  vivitUy  rvrt-ntive  of  every  ^^-ntp  of  aTionynHMw  <utf:.'*'sti»»n  •»r  Mt 
•»f  lioatin:!  fretfulne?**  he  i^m  tnsther  !••  Mii^pitrt  his  o»ntent1i»n  that  tlH»  «*iknii»- 
tndler  is  as  he  i-harjeil  "  ienii»i»rarily  unfit.*'  It  su;rs:^-si<  that  even  lie  may 
«I«»iiht  the  value  of  o)union  li;i?aeil  on  reje«-tit»n  **f  the  evi«!enfV  ••f  one  siile  ami 
inflation  of  that  on  the  otlier  <ide.  It  iiMlit-sat^  that  Mn-h  «i|»inion  was  entitle*! 
to  little  wei;:hf  even  aide*!  hy  the  ili^nity  of  a  Senati»rship  fn>m  Mass^ehusaetts 
am!  «in  not  eommand  mm-h  nt*spe«t  even  hy  the  patlnv^  of  its  ex{»ressi«>n  as  a 
••  swan  sai»njr.''  as  tlie  ni»w  ex-Senator  des^i^rihet!  his  fervent  apf^nl  before  the 
Senate  oimminee  pre^^eilinc  his  retirement  by  request  of  his  constituents. 

In  the  liffht  of  this  incident.  a<  set  forth  in  the  «»flleial  re«'«^nl.  the  statement 
made  by  Mr.  Weeks  l>efi»re  the  committee,  ant!  which  is  qnott^l  above,  tha* 
he  had  re«-eiv*^l  "•»  orrtit  mnnu  i^iiMwi**i##'»i/iVf#i*''  i-riti«-iriuir  th*»  C«»niplT»"*ner 
«»f  th»*  i'urren*-\,  tntlls  for  i-ornilionititiii.  i«rti«*ularly  in  view  ••f  the  •^m'p- 
Tn»ller*<  i-halh-nun*  to  him  l«efi»re  thf  Senate  ti»iiiniittee  to  pnulm^'  e\-*'ry  letter 
and  ever>-  i"»»mplaint  whi«-h  had  ever  re:iehe«l  him  in  »Titi«*iMii  %*(  the  o*Dii«tn4ler. 
and  the  late  S»»nat«»r*s  aHcirvnf  inahility  ti*  pnnlmv  anything  to  <hiiw  ilie 
sli.:ht»»st  foun«latii»n  ft^r  hi<  vaunt  in::  aj^ieititm-*. 

A<  a  matter  **f  U\*-i.  desjdte  his  nia!»-voJent  etT«»rt<  to  dtsa*r>««ltT  or  injure 
aiKl  Ids  anxieiy  x*^  pve  u*  his  pr*»test  all  th**  fi»nv  that  he  t-^Milil  <uniiii*m.  It 
appe;ir  hy  the  re«-»»nl  that  he  %\as  able  t.»  hrinc  liefore  the  (^Huuiiitee  oIiIt  tw*» 
letters  of  «-riti»"iMn — i»ne  of  whi**h  Ih»  aduntte«l  was  aiM4)\i«t«*iis — frmn  a  man 
wh<v!*'  name  he  ili«I  m»t  know  an«l  w1h».  it  mi::1st  U*  infern**!.  w:*^  t*ti%  4N^wan11y 
to  «»nnnuin«-:ite  with  him  •!ire«tly.  Tin*  t»ther  letter  whl«*h  h«»  r>»:id  t"  fh«- 
omnnittee  wa<.  lie  sjiid.  fnun  i  "Umker."  but  tlie  ..nly  «il*je^ti«tii  that  lioinker 
2:ive  to  the  i"^»niptn»ller"s  adniini<tniti«»n  w;i<  Ui**^!  U!*»n  ivitain  n«<r««iiiTnen«la- 
tiou's  made  in  the  .-simptndlt^r*^  annual  retort  b»  tlie  «^»n^^vss.  with  e«^<v!nl 
rv»fen-n«v  to  limitations  adv^H-sit*"^!  hy  fh«*  •<«>m]^n>ller  uiiiHi  a  natioiUil  hank's 
hmiw  to  it's  iiwn  liffit-^^rs  ami  dinN*t«^j>i.     Tlnis*'  '«''•»  lerttM^  suppTenimt«>«t  by  a 
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few  newspaper  articles  furnished  l)y  a  discredited,  local  bank  official,  with 
whom  It  appears  Ml*.  Weeks  was  collaborating:  and  who  had  planned  a  paid-for 
proimganda  against  the  comptroller's  office,  have  furnishe<l  largely  the  basis 
for  his  unjust  and  inviditms  attack. 

The  burden  of  Mr.  Weeks's  conipaint  as  explained  by  him  was  his  fear  that 
the  comptroller  might  be  influenced  by  "  enmities/'  although  in  his  testimony 
l>efore  the  committee  on  FYbruary  20  the  Senator  frankly  said : 

"  I  do  not  make  the  positive  statement  that  you  have  been  influenced  by 
enudties.  When  I  say  that  I  think  you  have  been  I  mean  to  say  the  impression 
that  the  banking  fraternity  has  is  that  you  hav4?  been  influenced." 

Tn  give  color  to  that  theory  the  ex-Senator  referred  to  the  Rlggs  Bank  case, 
but  he  was  i)romptly  rendnded  that  the  decision  in  that  case  had  been  over- 
whelndngly  in  the  comptroller's  favor.  He  then  cite<l  what  he  claimed  was  a 
discrimination  in  the  matter  of  "  railroad  deposits,"  but  this  suggestion  was 
promptly  refuted  by  the  intnKluction  Into  the  testimony  of  a  letter  from  an 
officer  of  the  very  company  he  relied  on  to  justify  his  complaint,  which  plainly 
.^aid : 

**  It  has  been  understood  that  large  amounts  of  deposits  of  railroad  funds 
have,  as  a  result  of  Feileral  c<»itrol,  been  drawn  from  other  banks  and  trust 
companies  in  New  York,  for  various  purposes  an<l  for  various  reasons"  but  that 
•*  the  propriety  of  so  doing  has  not  been  questioned  by  the  company  or  its 
officers." 

Practically  the  only  further  documentary  testimony  or  evidence  of  any  kind 
with  which  Mr.  Weeks  attempted  to  sui)|)ort  his  case  before  the  connuittee  was 
an  ancient  "  Memorandum  "  irrelevant,  absurd,  and  self-contra<lictory,  relating 
to  the  Kiggs  Bank  matter,  and  obviously  prepare<l  some  four  or  Ave  years  ago 
by  the  same  newspaper  man  whose  articles  attacking  the  Treasury  Department 
had  been  denounced  in  a  public  statement  by  Secretary  McAdoo.  on  December  4, 
1013,  as  "  full  of  falseh(K)d  and  innuendo  and  without  tlie  shadow  of  possible 
justification."  "  The  source  of  these  publications,"  said  Secretary  McAdoo  at 
the  time,  **  is  known  to  and  thoroughly  discredite<l  l)y  this  department." 

Mr.  HooAN.  Now,  Senators,  how  fj\r  this  propaganda  might  bo 
directed  at  me  hereafter  is  utterly  immaterial   to   me  and   unim- 

gortant.  How  far  he  has  used  his  public  office  against  a  national 
ank  because  of  his  personal  malice  and  animosity  to  me  heretofore 
is  important.  It  is  utterly  immaterial  to  me  what  John  Skelton  Wil- 
liams might  do  or  might  try  to  do  hereaftei*.  It  has  been  utterly 
immaterial  to  me  what  he  tried  to  do  to  me  heretofore.  But  it  is 
of  the  gi'avest  consequence  that  you  shall  know  the  facts  of  the  charge 
I  am  about  to  make  now,  so  that  you  may  realize  how  we  have  always 
been  justified  when  we  said  that  this  man  prostitutes  high  public 
office  to  the  ends  of  his  hostility. 

I  never  knew  John  Skelton  Williams  personally  in  my  life.  I 
never  had  the  slightest  i^eason  to  have  any  personal  intercourse  or 
business  dealings  with  him.  In  January,  1914,  some  six  months  be- 
foi"e  I  had  any  connection  of  any  kind  with  Riggs  National  Bank, 
my  own  connection  with  that  bank  havingj  been  in  a  professional 
capacity  as  its  attorney,  I  was  honored  by  being  selected  as  a  member 
of  the  board  of  directors  of  the  Federal  National  Bank  in  this  city, 
which  had  l>een  organized  the  year  before,  in  191.3.  I  have  ever  since 
been  a  meml)er  of  the  board  of  directors  of  that  bank.  Intuitively  I 
felt,  from  what  I  knew  of  this  man's  conduct  in  public  office,  that 
even  my  professional  connection,  merely  as  an  attorney,  with  the 
Riggs  Bank  controvei'sy,  might  make  this  man  use  his  office  against 
the  Federal  National  Bank.  And  so  I  went  to  the  president  and  to 
my  very  good  friend  the  general  counsel  of  the  Federal  National 
Bank,  in  1914-,  before  the  equity  suit  was  started,  which  I  saw  was  to 
be  inevitable,  and  suggested  that  in  fairness  to  the  bank  I  eliminate 


C  .ii»^xt>ii  <Hi&iC  .ii  'iLm^  i.^jiir  ^jtiii  ^rtc^intiiL  ^MT-r^TtMiw.  qqhc  I  .^i£  hoc 
•tit/  -nriifti?  <r.ii.  iiui»  piVTiO'.  :!»i'rji*>is  <  c  hl  c^iiuini!-  •itaocTL.  aaufi  s&hb  I  •&! 
nrji  iffti?  lit  A.*?  'jii&iiiriirT  Ait  ui  iLsni'^cmrr  as  Iitw.  siscinsBisaiEr  x  dfinsL 

^*  -rtiiv  '-.a  ''4tki\A:f  'i?  '=i«vr  ••{ii^cE.-.  ir.  .v*rr  '^apifcTiipr  a?  aciKiniiiy^  and 
r.iu-*«^  ui::.\i^  t*  .v.ai  ^t  f»*rH:c;ii.i.T.     &rrc  if  I  hbi  soiai  nfti;-  nftiBB^ 

iiUttc  Sm*z  v«  TTt^ftiE  hjtt  «4fi0^ani^H  .i^LCisC  in*  ^nr  &  ixiicii^iLiJ:  ^»ui^  ht 

Tlift  r^ftnic  <»:T.in\TAftf'  !:«■**•*:  '^rjCn*-  hjef'^r*  it*  b<jiir»i  of  •inrw;Ci-?cs  uni  pftid 
Rnfiurp-  TjTr  Xt  ^fiWiiiiri  cDoxiA^^aii^tLC  ±n»i  chi*-  viy  is  wjs  ciizdILmL  It 
&k  onp  of  Riur  i'jf^^.  jr^ns  nAUrocu&l  bAaJcm^  n!u?cicTziiw>iis  is.  fhii>  *?r  in 

WiriiAf.;i*'-t  ^.tr/wr  pi^fvjfuil  fri«i»L  Mr,  Tacker  Ss&zbisw  w-;^  ibxm, 

hi^prMifj*.  Mr.  WiiliAiru*  hAiI  ootitr^ji — denj  it  as  lu*  wiH— lOif  R«d 
f.fffi^  f\^y<fi^\Vj-^  ^fr\&  r,f  ihpr  «*rh)«ri***r  to  h^Ip  to  spet  Red  Ctoisb  <i«fH6its 
r,nf.  of  r.'wp:  Hizs^  SjtrAfmiil  Kink  wa*  no  2«h:  the  Reii  Cr»?tsB  aotiwirEties 
Wi  ri^mAfiri  rhat  i'^fink-  thjit  Fiail  Bhi  C'n>?B  fon-is  -fh^xiLi  piEt  up 
f-jTir.rJHt  ;i>  ^ri::pirT  for  tEiTifre  B<>»i  C'r«>«  fnn^fcw  Tbe  Sapnaiiie  Coart  of 
Kfi-XiT.m  ley  h.vJ  h<»ri4  rhAi:  to  Jtjtt  an  p-ntirelT  nnlawfcil  pw«:tw*  and 
^oii  Vri;».rof>  vUf  ri^^rysmizfr  risht  away  how  anwi^e.  if  noc  iniLawfii]. 
if.  ^OMlrl  !•)•>.  Thf:  Iatt  rPr<|Tjiri*s  that  Gorenmient  btiod?  be  depodlcd 
for  pTiKli/^  fiinrl-.  an^l  all  mf-n  an^  pre-imw»»I  to  kzh>w  the  faw.  ajfej  90 
tiu»r  fii>'^0f^\r/tr'i  ^I^raline  with  thf^  n;itional  bd^nks  know  th^t  tfaiKe  is  m 
d«»*'*^it  a^*in,*t  prshlir,  frrnfts, 

mn  if  th4>  R#*J  Trr/^  of  other  institntions  did  not  havie  pabtk 
tnridst,  in  th^  ^n.^  of  rfovemment  Ijonds,  on  depoi>it  in  yoor  bink. 
for  ins^fjinff-.  rWiator  XewFj^^rrv.  and  vour  bank  tt)ok  o€t  of  its  assets 
YgrmrlM  Up  rl^poftit  to  -rf^un?  the  Re*l  Cross  deposit  alooe.  the  indi- 
rtdnal  dftp^ieritor.  tfi^  mf rchant.  and  the  other?,  looking  at  your 
a?!ftftt.^  and  ^ftein^  that  ^oa  had  those  bonds,  and  thinkin|r  they  weie 
behind  the  condition  of  your  hank,  would  be  constantly  fooled.  Yet 
Williams  riiwd  that  a«  one  of  his  schemes  in  trying:  to  get.  as  he 
sereral  times  trie<i  to  iret  unsuccessfully,  the  Government  deposits 
away.  He  recommende^l.  and  when  he  recommended  a  thing,  he 
kept  out  of  it  tmtil  the  Red  Cross  did  it.  in  addition  to  a  high  rate 
of  interest,  the  deposit  of  securities.  I  mention  that  because  I  want 
to  tell  you  what  happened,  first,  with  regaid  to  the  Red  Cross: 
and.  second,  with  regard  to  Government  funds  in  connect  icm  with  the 
Federal  Bank.  And  I  am  stating  this  as  a  charge,  and  1  am  going  to 
ask  this  committee  to  call  before  you  John  Poole.  presid«it  of  the 
Federal  National  Bank,  to  substantiate  every  word  of  it. 
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"  Jolin  Poole  "  is  a  name  that  is  a  household  word  in  the  District. 
He  was  throughout  the  entire  war  the  chairman  of  the  Liberty  Loan 
Committee  of  the  District  of  Cohimbia,  a  committee  composed  of 
five  or  six  gentlemen  only,  having,  of  course,  subcommittees.  He  was 
also  chairman  of  the  Potomac  Division  of  the  American  Eed  Cross. 
By  the  consent  of  the  bank,  he  practically,  during  most  of  the  wnr, 
was  absent  from  his  duties  in  the  bank.  With  absolutejjy  tireless 
energy,  with  remarkable  executive  ability,  eveiy  ounce  of  etl'ort, 
mental  and  physical,  that  he  could  put  into  patriotic  work  during 
the  war,  he  put  into  that  work. 

It  is  a  matter  of  local  pride,  Senators,  which  may  have  escaped 
the  notice  of  some  of  vou,  that  thLs  city  of  Washington  led  the  couii 
try  in  every  one  of  the  Liberty  loans.  The  percentage  of  oversub- 
scriptions here  was  greater  than  elsewhere.  I  think  there  is  an  ex- 
ception in  the  Victory  loan,  but  in  the  Liberty  loans.  The  State 
pride  of  a  Senator  who  heard  me  is  entitled  to  be  considered  in  con- 
nection with  the  Victorv  loan.  I  said  the  four  Liberty  loans,  as 
distinguished  from  the  Victory  loan. 

While  Mr.  Poole  was  giving  this  tremendous  time  and  attention  to 
this  splendid  public  work,  it  was  obvious  to  him  and  to  the  directors 
of  his  bank  that  the  bank  was  not  getting  anything  like  a  fair  share 
of  consideration  in  connection  with  the  largest  line  of  deposits  in 
the  District  of  Columbia — the  Government  dejx)sits.  Mr.  Poole 
applied  to  the  Bed  Cross,  and  he  learned  there  that  John  Skelton 
Williams,  who  had  never  let  go,  as  I  understand,  as  treasurer  of  the 
Red  Cross,  had  indicated  the  Commercial  National  Bank,  a  pet  of 
his  since  he  went  into  office,  to  get  a  line  of  something  over  $400,000 
of  Bed  Cross  deposits,  though  the  officials  of  the  Bed  Cross  at  that 
time  in  charge  of  that  particular  deposit  desired  to  place  it  in  the 
Federal  National  Bank.  Either  because  they  thought  they  could 
conduct  their  own  affairs  to  some  slight  extent  the  way  they  wanted 
it,  or  because  they  overlooked  his  designation  of  the  Commercial 
Bank,  the  Bed  Cross  did  deposit — I  will  not  be  exact  as  to  the  figures, 
but  Mr.  Poole  will  give  you  the  exact  figures — around  $400,000  or 
$450,000  of  its  funds  in  the  Federal  National  Bank,  of  whoee  board 
of  directors  I  was  a  member,  and  that  deposit  remained  there  just 
exactly  24  hours,  when  it  was  transferred,  every  penny  of  it,  out  of 
that  bank  back  to  a  trust  company  whence  it  had  come.  It  would 
have  been  too  raw  then  for  Williams  to  have  had  that  money  taken 
out  of  the  Federal  and  put  in  the  Commercial.  But  he  got  it  out  of 
the  Federal,  and  I  am  going  to  show  to  you  that  he  did  it  because  the 
Federal  had  the  temerity  to  have  my  name  on  its  directorate. 

Shortly  thereafter,  it  was  well  known  in  this  community  that  the 
Emergency  Fleet  Corporation  had  millions  of  dollars  to  deposit 
here,  and  to  distribute  in  various  banks.  Mr.  Poole  learned,  in- 
formally, that  one  of  the  depositaries  that  the  disbursing  officials 
of  the  Emergency  Fleet  Corporation  desired  to  make  deposit  in  was 
the  Federal  Natiohal  Bank.  Mr.  Williams,  who  tells  you  he  has  no 
control  over  public  funds,  holds  that  control  this  way :  Since  he  ha« 
been  comptroller,  any  public  official  who  has  the  depositing  of  public 
*funds  must  submit  to  him  the  bank,  or  a  list  of  the  banks,  that  he 
recommends  depositing  in,  under  the  guise  of  knowing  the  condition 
of  the  bank.  Then,  by  a  process  of  elimination  he  can  strike  off  down 
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to  one,  or  down  to  those  he  wishes  to  favor  with  the  deposits.  Or 
he  can  strike  them  all  off  and  substitute  another.  Then  the  deposit 
is  made  in  the  bank  approved  by  the  comptroller.  And  then  that 
comptroller  comes  before  a  Senate  committee  and  asks  them  to  be- 
lieve that  he  has  nothing  to  do  with  what  bank  gets  deposits. 

So  Mr.  Poole  was  informed,  in  his  capacity  of  president  of  the 
Federal  National  Bank,  that  Mr.  Williams  had  before  him  for  con- 
sideration an  official  communication  on  the  subject  of  depositing 
Emergency  Fleet  Corporation  funds  in  the  Federal  National  Bank, 
Mr.  Poole,  as  I  say,  at  that  time  was  conspicuous  for  his  public  duty. 
His  bank  was  conspicuous  for  its  excellent  response  to  the  Grovem- 
ment's  demands  on  it.  So  he  went  over  to  the  office  of  John  Skelton 
Williams,  and  he  asked  Mr.  Williams  if  his  bank  was  not  fairly 
entitled  to  and  should  not  receive  a  share  of  the  Emergency  Fleet 
Corporation  funds.   What  do  you  think  Mr.  Williams's  response  was? 

Who  are  your  board  of  directors? 

Mr.  Poole  started  to  state  the  board  of  directors,  and  Mr.  Williams 
touched  a  button  and  said  to  the  messenger  who  responded,  "  Bring 
in  the  last  report  of  the  Federal  National  Bank,'^  and  when  the 
repoit  of  the  Federal  National  Bank  was  brought,  Mr.  Williams,  in 
a  highly  dramatic  and  excited  manner,  put  his  finger  on  the  name  of 
Frank  J.  Hogan  and  said: 

How  do  you  expect  to  have  me  approve  your  bank  as  a  depository  for  public 
funds  when  you  have  that  man  on  your  directorate,  a  man  as  unfriendly  to  tiie 
administration  as  he  is,  a  man  who  has  made  the  attacks  on  this  administra- 
tion that  he  has?    Never 

I  am  telling  you  in  substance.  Mr.  Poole  will  tell  you  the  lan- 
guage  

Never,  so  long  as  you  have  that  name  there,  will  I  knowingly  approve  your 
bank  for  a  deposit  of  any  funds  I  have  any  control  over.  What  have  you 
got  him  there  for?    How  much  stock  does  he  own? 

And  then  he  said,  either  directly  or  by  way  of  intimation,  to  Poole 
that  "If  you  will  eliminate  him  " — ^liaving  failed  to  drive  the  Riggs 
officials  out  of  Riggs  Banlf,  he  did  not  use  this  expression,  but  here 
is  what  he  said  in  substance,  "  If  you  get  him  off  your  board,  if  he 
is  no  longer  on  your  board,  then  you  can  come  back,  and  you  will  get 
other  consideration." 

And  he  says  he  does  not  use  his  public  office  for  the  attainment  of 
his  personal  malicious  ends. 

Gentlemen  of  the  committee,  when  I  saw,  as  a  director  would 
naturally  see,  that  the  Red  Cross  deposit  lasted  only  24  hours  in  that 
bank ;  when  I  saw,  as  a  director  naturally  would  see,  that  that  bank 
was  obviously  being  discriminated  against  in  the  matter  of  public 
deposits  generally,  I  went  before  its  executive  committee.  I  tried 
to  find  out  from  iS/Lr.  Poole  the  facts  I  have  just  narrated  to  you,  and 
he  declined  to  give  them.  He  undoubtedly  had  fear  of  this  man  in 
the  Treasury.  He  simply  would  not  talk  to  me' about  it.  I  cared 
nothing  about  myself  in  connection  with  it,  but  I  felt  that  this  bank, 
this  perfectly  splendid  institution,  was  suffering  from  this  man'^ 
hialice  because  of  my  name  on  its  directorate.  I  had  heard  James 
Trimble  say  that  he  never  examined  a  bank  that  he  found  in  better 
condition.    I  had  heard  James  Trimble,  the  national  bank  examiner, 


NOMINATION  OF  JOHN  SKELTON  WILUAMS.  161 

speak  in  the  most  laudatory  terms  of  the  Federal  National  Bank 
from  every  standpoint — that  of  solvency,  management,  character  of 
loans,  and  system.  I  had  sat  in  the  directorate  and  heard  a  national 
bank  examiner  come  before  the  board  of  directors  and  say  nothing 
that  was  not  commendatory  in  the  highest  terms  of  that  bank,  and 
I  knew  instinctively  that  tnere  was  only  one  way  of  accounting  for 
the  fact  that  the  bank  was  not  getting  obviously  fair  treatment  in 
the  matter  of  public  funds,  and  I  went  before  the  executive  com- 
mittee and  laid  before  them  my  proffer  of  my  resignation.  I  was 
willing  to  stand  whatever  that  man  could  try  to  do,  so  far  as  I  was 
concerned,  but  I  was  not  willing  that  he  should  hurt  that  bank  be- 
cause I  was  on  its  directorate.  I  felt  that  there  was  no  doubt  about 
the  kind  of  malicious  mind  that  he  had  in  his  head,  and  I  knew  be- 
yond any  peradventure  of  a  question,  without  having  been  told, 
that  he  was  using  his  office,  as  I  had  once  said  he  was  prostituting 
his  office,  to  his  personal  malice.  The  executive  committee  of  that 
bank  said  that  they  would  go  out  in  a  body — ^yea,  one  of  them,  J.  J. 
Darlington,  said  that  he  would  first  see  the  Federal  National  Bank 
liquidate,  before  he  would  stoop  to  recommend  the  acceptance  of  the 
resignation  of  a  director  because  of  the  personal  hostility  of  the 
Comptroller  of  the  Currency. 

Now,  let  me  tell  you  what  occurred.  Shortly  after  that — and  I  say 
it  without  reflection  on  the  men,  either — one  Mr.  Boiling,  I  think 
Mr.  Randolph  Boiling — and  when  I  say  "one,"  I  say  one  because 
there  are  several  of  them.  I  do  not  mean  one  the  way  we  talk  about 
"  one  person  " — was  employed  in  the  office  of  the  disbursing  officer  of 
the  Emergency  Fleet  Corporation. 

Another  Mr.  Boiling  was  vice  president  of  the  Phoenix  National 
Bank,  in  New  York,  or  was  an  officer  of  the  Phoenix  National  Bank, 
in  New  York.  He  is  now  president  of  the  Commercial  National  Bank, 
in  Washington.  Mr.  Poole  had  told  Mr.  Williams  that  he  had  not 
come  to  his  office  to  discuss  the  personnel  of  the  board  of  directors, 
that  he  brought  to  his  attention  the  condition  of  the  bank  and  the 
services  of  the  bank,  and  that  was  the  thing  to  be  discussed;  and,  of 
course,  he  got  nowhere  with  that  sort  of  logical  argument.  As  I  say, 
the^^e  Mef^srs.  Bolliner  held  these  two  positions. 

Mr.  Poole,  as  prei?ident  of  the  Federal  National  Bank,  shortly  after 
his  talk  with  Mr.  Williains,  was  informed  by  officials  of  the  Phoenix 
National  Bank,  in  New  York,  that  if  the  Federal  Bank  would  carry 
$100,000  of  deposits  for  its  own  account  with  the  Phoenix  National 
Bank  the  officers  of  Phoenix  National  Bank  felt  quite  confident  they 
could  assure  the  Federal  a  deposit  of  $500,000  of  the  Emergency 
Fleet  Corporation's  funds.  Think  of  that.  Within  a  few  days  after 
John  Skelton  Williams  had  refused  to  give  a  deposit  to  that  bank 
came  this  offer  that  if  we  would  deposit  $100,000  in  the  Phoenix 
National  Bank,  of  which  a  Mr.  Boiling  was  vice  president,  we  would 
get  $500,000  of  the  Emergency  Fleet  Corporation's  deposits. 

Mr.  Poole  did  just  exactly  what  you  would  expect  a  man  of  his 
caliber  to  do.  He  went  to  John  Skelton  Williams  and  he  told  Mr. 
Williams  that  after  Mr.  Williams  said  because  of  my  membership 
on  the  directorate  they  could  not  get  this  deposit,  he  had  received 
this  proposition  whereby,  in  consideration  of  our  making  a  deposit 
of  $100,000,  we  would  get  the  Government  deposit,    And  within  a 
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very  few  days,  I  think  within  24  hours,  but  I  will  not  be  sure  of  that, 
after  that  fact  was  made  known  to  Mr.  Williams  the  Federal  National 
Bank  received  a  very  large  deposit  from  the  Emergency  Fleet  Cor- 
poration, with  the  request  from  an  employee  of  the  Emergency  Fleet 
Corporation  that  the  Phoenix  National  Bank's  oflfer  be  not  thereafter 
referred  to;  that  it,  of  course,  was  an  offer  that  it  was  not  necessary 
to  report  to  the  comptroller;  it  was  a  matter  of  no  importance,  should 
not  have  been  made,  and  we  would  not  have  to  deposit  $100,000  in 
Mr.  Boiling's  bank  in  New  York.  And  we  got  the  Emergency  Fleet 
Corporation's  deposit  when  John  Pole  looked  at  that  man  [indicating 
Comptroller  Williams]  squarely  in  the  eye  and  told  him  the  proposi- 
tion that  had  been  made. 

Now,  gentlemen,  having  thus  visited  his  wrath  on  Ailes's  and 
Flathers's  bank,  having  sought  to  destroy  the  bank  and  destroy  the 
men,  having  done  what  I  have  shown  you  he  tried  to  do  to  Greorffe 
Hill,  having  endeavored  to  circulate  besmirching  literature  regaro- 
ing  Senator  Weeks,  having  taken  the  same  action  with  regard  to  the 
little  savings  bank  that  Wade  Cooper  happened  to  be  head  of,  and 
having,  as  Mr.  Poole  will  tell  you,  out  of  his  personal  malice  and  out 
of  nothing  else  discriminated  against  and  been  guilty  of  the  conduct 
I  have  narrated  with  respect  to  the  Federal  National  Bank  in  order 
to  vent  his  malicious  disposition  toward  Frank  J.  Hojgan,  who  had 
been  attorney  for  the  Biggs  Bank,  John  Skelton  Williams  comes  be- 
fore you  ana  says  that  throughout  his  administration  as  comptroller 
he  has  been  actuated  by  a  high  and  lofty  ideal  to  enforce  the  law, 
observe  the  regulations,  and  to  be  impartial  in  all  things,  and  he  asks 
men  who  have  been  so  conspicuous  for  their  intellectual  ability  in 
the  communities  that  they  represent  that  they  have  been  chosen  by 
the  people  to  tl\e  high  station  of  United  States  Senator  to  embalm 
theilr  intttUigences  in  chloroform  long  enough  to  believe  that  state- 
ment. 

(The  affidavit  of  W.  Morris  Hammond,  referred  to  by  Mr.  Ho- 
gan,  is  as  follows:) 

The  Chaibman.  Mr.  Darlington,  we  will  hear  you  now. 

Comptroller  Wiluams.  Mr.  Chairman,  before  the  next  witness 
comes  on,  may  I  make  one  brief  statement  in  connection  with  the 
gross  and  malicious  distortion  of  facts  by  the  last  witness?  I  de- 
nounce it  as  utterly  untrue. 

The  Chairman.  You  will  have  an  opportunity  to  reply,  I  have 
no  objection,  if  the  committee  has  none,  to  your  making  a  statement. 
But  it  is  for  the  committee  to  say.  Of  course,  the  orderly  procedure 
would  be  to  jKO  on  with  those  who  are  opposed  to  this  nomination  and 
complete  their  testimony. 

Senator  Henderson.  I  have  no  objection.  Of  course,  Mr.  Wil- 
liams will  be  granted  full  time  to  make  any  reply  that  he  has  to 
make. 

The  Chairman.  Certainly.  When  the  time  to  reply  comes  he  will 
have  ample  opportunity. 

Senator  Keyes.  With  that  understanding,  I  think  we  had  better 
proceed  in  the  regular  way. 

Senator  Henderson.  The  testimony  of  Mr.  Hogan  will  be  sup- 
plied to  Mr.  Williams. 

The  Chairman.  I  think  we  will  save  time  by  conducting  the  hear- 
ing in  the  usual  course. 
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The  Chairman.  Mr.  Darlington,  you  have  heard  Mr.  Hogan^s 
te^imony? 

Mr,  Darunqton.  Yes,  sir. 

The  Chairbian.  In  so  far  as  your  testimony  would  be  cumulative, 
you  may  indicate  that,  and  that  will  save  the  time  of  the  committee. 
The  committee  would  like  to  hear  any  incidents  that  Mr.  Hogan 
has  not  called  to  the  attention  of  the  committee  in  relation  to  this 
matter. 

Senator  Henderson.  Mr.  Chairman,  I  suggest  that  the  witness 
give  his  full  name  and  his  business  connections. 

Mr.  Darlington.  My  name  is  Joseph  J.  Darlington.  I  am  a  mem- 
ber of  the  bar,  and  have  been  for  some  forty-odd  years. 

Senator  Henderson.  In  Washington? 

Mr.  Darlington.  In  Washington;  yes,  sir.  I  had  no  connection 
with  the  equity  suit.  I  was  Mr.  Glover's  personal  counsel  in  the 
criminal  proceedings.  I  am  not  a  criminal  lawyer,  and  never  tried 
a  criminal  case,  but  I  advised  in  that  case. 

My  only  transactions  with  Mr.  Williams  were  in  connection  with 
the  effort  to  have  the  charter  of  the  Riggs  Bank  extended.  I- want  to 
say  that  I  was  treated  throughout  that  matter  with  courtesy  by  Mr. 
Williams  and  Mr.  McAdoo.  I  have  no  personal  grievance  or  animos- 
ity. I  have  not  talked  with  the  Eiggs  National  Bank  about  their 
troubles  since  shortly  after  they  were  settled  in  1916,  except  after 
receiving  the  rec^uest  of  the  chairman  to  be  here,  I  went  to  the 
cashier  and  had  him  show  me  some  records  to  refresh  my  recollection. 

My  first  interview  with  Mr.  Williams  was  the  25th  oi  March,  1916. 
Mr.  L.  E.  Jeffries,  a  director  of  the  Kiggs  National  Bank,  also  one 
of  the  general  counsel  for  the  Southern  Kailway  Co.,  informed  me 
that  a  very  prominent  public  official,  whose  name  I  will  give  if  I 
have  to,  but  which  I  would  rather  not  give,  had  aCTeed  io  act  as  a 
mediator  between  the  banlv  and  the  comptroller,  a  Cabinet  officer,  to 
see  if  they  could  adjust  their  differences.  He,  Mr.  Jeffries,  believed 
that  this  gentleman  would  be  able  to  secure  the  dismissal  of  the 
criminal  charges,  and  asked  me  to  accompany  him  to  this  gentleman's 
office,  and  I  did  so. 

When  I  reached  the  office  I  was  show  n  into  the  anteroom.  I  might 
just  as  well  state  the  name.  It  was  Mr.  Burleson.  I  wjis  informed 
that  th'^  Postmaster  General  and  Mr.  Williams  were  in  conference, 
and  if  I  would  wait  a  fejv  moments  he  would  see  me.  At  the  end  of 
sctme  10  or  15  minutes  Mr.  Jeffries  and  myself  were  invited  into  the 
inner  office  of  the  Postmaster  General,  and  found  Mr.  Williams 
there.  Mr.  Jeffries  made  an  appeal  to  the  Postmasfer  General  that 
a  man  of  Mr.  Glover's  standing  and  career  ought  not  to  be  subjected 
to  the  humiliation  of  standing  in  the  criminal  dock  in  a  case  that 
everybody  knew  had  no  merit  in  it,  and  addressed  him  rather 
earnestly  on  that  subject.  He  was  told  that  the  Attorney  General 
held  the  theory  that  every  indictment  should  be  tried  by  a  jury,  and 
would  not  interfere. 

I  then  said  to  Mr.  Burleson  that  the  only  thing  I  was  concerned 
in  was  an  early  trial,  that  the  comptroller  had  been  quoted  in  the 
newspapers,  without  denial,  with  having  said  that  he  would  renew 
the  charter  of  the  Eiggs  National  Bank  provided  its  officers  were 
men  of  good  character,  and  they  were  then  under  mdieinv^aV..   TVv^ 
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Postmaster  Genera^l  called  up  the  Attorney  General  while  I  was 
there  over  the  phone  and  said  to  me,  with  a  smile,  ^^  Tlie  Attorney 
General  says  that  men  under  indictment  for  crime  will  have  no 
difficulty  in  getting  trials  if  thev  want  them."  I  then  told  him  that 
I  had  record  evidence  that  we  had  been  for  ftionths  endeavoring  to 
secure  an  early  trial  through  the  district  attorney's  office,  and  had 
failed,  and  I  again  said  that  the  only  thing  I  desired  was  his  good 
offices  in  getting  an  early  trial,  if  he  could  help  us  about  it. 

He  then  took  up  the  matter  of  the  charter,  which  had  not  been 
mentioned  by  either  Mr.  Jeffries  or  myself,  and  he  said  that  he 
would  be  glad  to  render  his  good  offices  in  securing  the  charter,  and 
he  was  about  to  make  a  suegestion  to  me  as  the  counsel  for  Mr, 
Glover,  the  president,  not  to  be  considered  as  a  proposition  from  the 
comptroller  or  from  himself — ^this  was  Saturday — ^but  that  if  I 
would  bring  him  on  Monday  a  written  statement  that  the  bank  would 
accept  the  charter  on  certain  conditions  he  outlined,  he  and  the 
comptroller  would  then  take  the  matter  up  and  see  if  the  charter 
could  not  be  granted.  I  may  not  state  these  conditions  in  the  order 
in  which  they  were  given,  but  they  were,  first,  we  should  file  in  the 
equity  suit  a  withdrawal  of  all  charges  of  collusion  or  misconduct 
(Or  conspiracy  on  the  part  of  the  comptroller  or  of  the  Secretary  of 
the  Treasury,  and  should  add  to  this  withdrawal  the  fact  that  the 
charges  were  without  fotmdation. 

Secondly,  that  the  bank  should  forward  a  copy  of  this  retraction 
to  every  bank,  everj'^  banking  official,  and  every  other  person  to 
whom  they  had  either  sent  copies  of  the  charges  or  sent  the  sub- 
stance of  them. 

Thirdly,  that  Messrs.  Ailes,  Flather,  and  Glover  should  resign 
from  the  directorate  and  from  all  official  connection  with  the  bai&; 
that  I  would,  within  48  hours,  bring  a  written  agreement  to  accept 
those  terms,  and  then  thev  would  advise  us  what  would  be  done. 

I  laid  the  matter  before  the  board  and  the  terms  were  unani- 
mously rejected. 

Senator  Henderson.  How  long  was  it  before  the  charter  would 
expire? 

Mr.  Darlington.  This  was  March  25,  and  the  charter  expired 
June  27.  The  equity  suit  was  then  pending.  Judges  McCoy  had 
not  decided  the  preliminary  motion. 

The  Chairman.  Do  I  understand  the  indictment  had  been  found 
when  this  proposition  was  made? 

Mr.  Darlington.  Oh,  yes. 

The  Chairman.  I  understood  from  Mr.  Hogan  that  the  indictment 
had  not  been  foynd  at  that  time. 

Mr.  Darlington.  Mr.  Hogan  referred  to  the  conversation  between 
himself  and  Mr.  Untermyer. 

The  Chairman.  That  was  it,  was  it?  The  indictment  had  been 
found  ? 

Mr.  Darlington.  Yes,  sir. 

The  Chairman.  Who  was  present  in  the  bank  at  the  time  yoa 
had  this  consultation  ? 

Mr.  Darlington.  It  occurred  not  at  the  bank,  but  at  the  Post- 
master General's  office.  The  persons  present  were  the  Postmaster, 
Mr.  Williams,  and  Mr.  L.  E.  Jeffries,  and  myself. 

The  Chairman.  Mr.  Williams  was  present? 
Mr.  Daelington.  Yes,  sir. 
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The  Chairman.  And  the  Postmaster  Greneral  said  he  made  this 
proposition  without  authority  from  Mr.  Williams ? 

Mr.   Dablikgton.  Oh,  yes. 

The  Chairman.  And  Mr.  Williams  was  present? 

Mr.  Darungton.  Yes,  sir.  It  was  not  to  be  regarded  as  a  proposi- 
tion either  from  himself  or  Mr.  Williams,  but  if  the  bank  would 
signify  its  willingness  to  accept  these  terms,  then  they  would  con- 
sider whether  they  would  grant  them  or  not.  Mr.  Williams  took 
ve^  little  part  in  the  conversation;  he  volunteered  one  or  two  re- 
marks, and  was  interrupted  by  Mr.  Burleson's  statement  that  he  was 
to  be  spokesman  at  the  meeting,  after  which  he  had  very  little  to  say 
about  it.  On  leaving  the  building,  Mr.  Williams  and  I  walked  down 
the  street  together.  He  said  to  me  that  he  wanted  to  assure  me 
that  he  had  no  hostility  toward  the  bank,  no  desire  to  injure  it;  that 
if  the  bank  would  retire  these  objectionable  officers  and  appoint  men 
who  were  unobjectionable,  he  would  issue  a  statement  that  tiie  bank 
was  solvent;  confidence  would  be  restored  and  the  bank  would  go  on 
in  a  prosperous  condition. 

The  Chairman.  He  made  that  proposition  personally  to  you,  it 
seems? 

Mr.  Darungton.  That  much  of  it.  He  said  nothing  about  the  dis- 
missal of  the  suit. 

The  Chairman.  That  is  a  pretty  large  portion  of  it. 
•  Mr.  Darlixgtox.  I  said  to  him,  "  Mr.  Williams,  at  the  time  this 
suit  was  filed  and  the  public  was  first  advised  of  your  controversy 
with  the  bank,  it  had  eight  millions  of  dollars  deposits.  Now,  in  11 
months  since  that  time  it  has  twelve  millions  of  dollars  deposits. 
Do  you  think  it  needs  anything  to  restore  confidence  on  the  part  of 
your  office?" 

He  said  that  he  had  his  own  ideas  about  the  nature  or  character  of 
that  increase  in  deposits. 

I  want  to  say  that  to-day  the  bank  has  over  $25,000,000  of  deposits. 

That  terminated  anything  like  activity  in  the  matter  of  the  char- 
ter for  the  time  being.  The  indictments  were  still  pending,  untried. 
That  was  followed  by  going  into  court  with  a  motion  and  affidavits 
showing  that  we  were  being  told  that  the  charter  would  not  be  re- 
newed while  charges  were  resting  against  these  gentlemen  and  that 
the  charter  would  expire  in  June,  and  we  finally  had  the  court  to  set 
down  the  trial  in  May. 

The  trial  lasted  between  two  and  three  weeks,  if  I  remember  cor- 
rectly  

Senator  Newberry.  Mr.  Darlington,  may  I  interrupt  you  to  ask 
vou  in  what  manner  you  conveyed  to  the  Fostmaster  General  or  to 
ifr.  Williams  the  decision  of  the  board  of  directors  in  regard  to  the 
proposition  ?  Was  it  in  writing  or  in  person,  and  if  so,  what  was  the 
conversation  ? 

Mr.  Darungton.  I  wrote  him  a  letter  stating  that  the  suggestion 
was  declined,  but  that  I  had  been  directed  by  the  directors  to  assure 
the  Postmaster  General  that  the  bank  appreciated  his  good  offices  in 
the  matter.  We  diought  they  were  simply  good  offices.  Imme- 
diately after  the  acquittal  of  these  gentlemen  the  formal  applica- 
tion for  the  new  charter  was  made,  about  the  22d  or  23d  or  May, 
as  I  recadL  We  heard  nothing  from  it  except  that  the  bank  ex- 
aminers came  over  to  make  examinations.    We  were  informed  that 
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the  comptroller  held  that  he  could  not  renew  the  charter  without  such 
an  examination,  although  the  bank  had  been  in  the  hands  of  the 
comptroller  and  his  ofiicials  daily  for  more  than  a  year,  and  we 
thought  he  knew  all  about  the  bank. 

Neither  I  nor,  so  far  as  I  know,  the  officers  of  the  bank  had  any 
further  communication  direct  with  Mr.  Williams  on  the  subject,  but 
quite  a  number  of  public  men,  including  a  number  of  Senators,  be- 
came interested  in  the  matter  and  endeavored  to  see  whether  that 
charter  could  not  be  granted.  I  received  notice  early  in  June  that 
through  one  of  these  instrumentalities  an  arrangement  had  been  made 
with  Mr.  Untermyer,  counsel  for  the  comptroller,  that  if  I  would  go 
to  see  him  in  New  York  the  matter  might  be  an*anged.  One  Senator 
very  obligingly  offered  to  go  with  me.  He  was  going  anyhow,  and 
he  offered  to  go  with  me  to  see  Mr.  Untermyer,  and  we  met  Mr.  Un- 
termyer in  his  office. 

He  said  that  the  charter  could  be  arranged  on  certain  conditions. 
That  was  after  the  acquittal.  One  of  the  conditions  was  this  same 
provision  that  the  suit  should  be  withdrawn  and  the  charges  of  mis- 
conduct retracted.  Secondly,  that  Mr.  AUes,  who  not  been  in- 
dicted, and  Mr.  Flather,  the  vice  president,  should  be  retired;  that 
in  view  of  Mr.  Glover's  age  and  the  position  he  had  held  in  the  com- 
mimity  they  were  disjposed  to  be  rather  lenient  with  him.  He  would 
not  be  required  to  withdraw  absolutely  from  the  bank.  He  could 
resign  from  the  presidency  on  the  score  of  his  age  and  be  made  chair- 
man of  the  board  of  directors  with  the  understanding  that  he  would 
also  retire  from  that  position  within  12  months. 

I  told  Mr.  Untermyer  that  those  conditions  could  not  be  assented 
to  for  several  reasons.  Among  others,  I  told  him  that  Mr.  Flather 
had  already  suffered  to  an  extent  through  this  prosecution  which 
would  render  the  board  of  directors  and  the  stockholders  unwilling 
to  inflict  any  humiliation  on  him.  His  wife  had  been  in  a  delicate 
state  of  health  from  the  time  the  indictments  were  brought,  and  she 
died  befoi-e  they  were  tried,  her  death  being  brought  about  in  large 
measure  by  the  strain,  and  that  not  a  man  on  that  board  would  vote 
to  humiliate  Flather  any  further. 

He  said  he  was  sorry.  I  then  said  to  him,  "  Mr.  Untermyer,  we 
have  obtained  a  State  charter  in  anticipation  of  the  refusal  of  this 
charter.  There  are  branches  of  business  in  which  a  State  chaiiier 
could  be  used.  I  think.  I  can  undertake  to  say  that  the  board  would  be 
willing  to  make  Mr.  Flather  president  of  the  State  Bank  and  to  that 
e;xtent  comply  with  your  wishes  to  withdraw  him  from  the  board." 

He  said  that  would  not  be  satisfactory,  and  the  retirement  of  these 
men  was  absolutely  essential. 

That  matter  ended  there. 

Mr.  Cornell,  if  I  remember  the  name  correctly,  a  lawyer  in  West 
Virginia,  had  obtained  the  State  charter  for  us.  Some  time  after  that 
he  came  to  Washin^on.  He  was  a  candidate  for  the  governorship 
on  the  Democratic  side.  He  went  to  see  Mr.  McAdoo,  so  he  told  me, 
and  told  him  that  everywhere  he  went  in  his  campaign  he  was  met  by 
this  Riggs  trouble:  that  unless  the  administration  wanted  him  de- 
feated, something  must  be  done  about  that  matter. 

He  reported  to  me,  or  to  the  bank,  and  I  got  it  through  the  bank, 
that  Mr.  McAdoo  would  see  me  on  a  certain  designated  date. 

I  went  to  see  Mr.  McAdoo  and  we  talked  the  riiatter  over.    He 
stated  the  comptroW&v^s  objection  to  these  three  men.    I  repeated  to 
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him  what  I  had  said  to  Mr.  Untermeyer,  that  by  way  of  a  compromise 
we  might  organize  a  State  bank  and  put  Mr.  Flather  therei  He  said 
that  the  Treasury  Department  would  not  tolerate  any  more  national 
banks  with  ancillary  State  banks,  but,  on  the  contrary,  as  soon  as  they 
could  get  to  it,  they  were  going  to  abolish  those  that  were  established/ 
They  were  going  to  abolish  the  charter  of  the  City  Bank  of  New  York 
or  require  the  utter  dissolution  of  all  relations  between  the  bank  and 
the  National  City  company. 

The  meeting  was  ended  with  nothing  very  definite  settled,  except 
that  I  would  go  back  in  a  couple  of  days  and  he  would  conier  with 
the  comptroller  and  let  me  know  what  could  be  done. 

At  the  time  designated,  one  or  two  days  later,  I  came  and  found  the 
Secretary  and  Mr.  Burleson  present.  They  had  prepared  two  let- 
ters— I  do  not  know  who  prepared  them,  but  they  had  two  letters — . 
one  to  be  signed  by  the  officers  of  the  bank  and  the  other  to  be  signed 
by  the  board  of  directors.  They  wei^  very  similar  to  the  two  letters! 
found  in  the  letter  of  Mr.  Williams  of  June  21  accompanying  the 
agreement  about  the  charter,  but  containing  much  harsher,  much 
more  abject,  groveling  terms  on  the  part  of  the  men  who  were  re- 
quired to  sign. 

I  said  they  could  not  be  signed  in  that  form ;  that  I  could  not  rec- 
ommend their  signing  them ;  that  there  was  not  a  man  on  the  board 
who  would  sign  them  in  the  terms  in  which  they  were  expressed. 

Mr.  Burleson  asked  me  to  designate  those  that  I  would  submit.  I 
am  sorry  I  can  not  recall  them,  but  if  the  papers  and  records  have 
been  preserved  and  are  availible,  they  will  be  found  to  contain,  in 
my  handwriting,  the  elision  of  certain  clauses. 

Mr.  Burleson  suggested  to  me  that  I  was  supersensitive ;  that  these 
things  were  mere  business  matter?,  which  involved  no  personal  degra- 
dation or  humiliation.  When  I  would  not  yield  he  would  turn  to 
Mr.  McAdoo  and  say,  "  It  is  not  very  important ;  let  us  strike  this 
out.''  And  the  result  was  the  two  letters  which  now  appear  in  the 
letter  of  Mr.  Williams  of  June  21  to  the  bank.  I  suppose  you  gentle-^ 
men  have  those  and  know  what  they  are.    I  have  a  copy  of  them 

Senator  Henderson.  It  is  on  page  309, 1  think,  in  the  record.  The 
agreemnt  of  June  21  is  signed  by  all  the  officers  and  directors  of  the 
Riggs  National  Bank. 

Mr.  Darlington.  Yes.  I  tried  very  hard  to  have  the  condition 
withdrawn  that  the  equity  suit  should  be  dismissed.  I  said  to  Mr. 
McAdoo, ''  There  is  no  desire  to  continue  the  existing  hostilities  with 
the  comptroller."  If  we  signed  that  letter  and  agreed  to  l>e  bound 
by  the  powers  claimed  by  the  comptroller,  we  had  no  guaranty  that 
the  same  excessive  demands  would  not  be  repeated.  I  said  further, 
"The  comptroller's  powers  are  purely  judicial  questions.  They  are 
not  questions  that  ought  to  be,  and  ought  not  to  be  expected  to  be, 
settled  by  the  executive  department  or  by  the  comptroller ;  they  ought 
to  go  to  court  and  be  settled  " ;  that  I  could  not  comprehend  how  any 
public  officer,  the  extent  of  whose  powers  under  the  statute  was  the 
subject  of  fair  dispute,  would  do  otherwise  than  welcome  their  deter- 
mination by  the  courts,  because,  if  the  court 'sustained  his  powers, 
everybody  would  concede  them;  and  if  the  court  did  not  sustain 
them  he  should  not  desire  to  exercise  them. 

I  was  told  that  the  comptroller  was  immovable  on  that  proposition ; 
that  he  would  not  grant  a  charter  or  extend  a  charter  for  any  bank 
which  was  denying  his  powers  and  defying  his  authority. 
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Those  letters  were  signed  by  the  officers  and  "board  of  directors 
after  considerable  discussion  and  much  reluctance.  I  am  afraid  I  am 
responsible  for  their  siming  them. 

Senator  Henderson.  You  did  not  do  any  more  in  one  req>ect  than 
you  would  have  had  to  do,  whether  you  signed  them  or  notf 

Mr.  Darungton.  How  is  that,  sir? 

Senator  Hekdebson.  You  would  have  to  obey  the  law,  whether, 
you  signed  it  or  not. 

Mr.  Daflington.  Yes;  but  those  letters  required  the  bank  to  accept 
as  a  proper  interpretation  of  the  statute  creating  the  comptroller's 
powers  the  powers  which  he  claimed  and  which  Judge  McCoy  had, 
obiter  dicta,  claimed  he  had  in  that  interlocutory  poinion  of  his. 

I  advised  the  board  that  I  thought  they  ought  to  sign  it,  because 
the  bank  did  not  belong  to  them ;  that  they  were  mere  trustees  of  the 
stockholders ;  that  the  book  value  of  the  stock  was  $300  and  its  mar- 
ket value  between  $500  and  $600;  and  I  thought  it  their  duty  to 
protect  the  interests  of  the  stockholders,  even  at  the  expense  of  some 
sacrifice  of  their  own  feelings.    And  they  did  sign  the  letters. 

I  reported  back  to  Mr.  Williams.  I  never  saw  Mr.  McAdoo  or 
Mr.  Burleson  again  in  the  matter.  Mr.  Williams  then  told  me  that 
he  could  not  grant  the  application  as  it  stood,  for  two  reasons :  First, 
the  secretary  of  the  meetmg  of  the  stockholders  who  certified  to  the 
resolution  had  not  affixed  a  10-cent  internal  revenue  stamp  to  it* 
I  said  to  him  that  that  stamp,  as  we  lawyers  understood  it,  applied 
onlv  to  certification  by  public  officers,  clerks  of  courts,  and  notaries 
public,  and  not  to  a  man  who  was  called  to  act  as  secretary  of  a 
stockholders'  meeting,  and  that,  anyhow,  we  would  waive  the  point 
and  give  him  the  stamp.  He  said  the  stamp  was  required  and  the 
stamp  should  accompany  the  certificate  and  not  be  affixed  afterwards. 

But,  independently  of  that,  there  was  another  objection,  that  he 
had  authority  only  to  grant  a  20-year  extension,  and  the  bank  was 
asking  for  an  extension  of  20  years  and  a  day ;  that  the  charter  had 
be?n  granted  on  the  27th  day  of  December,  1896,  to  expire  at  the  end 
of  20  years,  and  that  20  years  would  expire  on  the  26th  of  June.  I 
referred  to  him  the  decision  of  the  Supreme  Court  of  the  United 
States  in  certain  cases  holding  that  when  time  is  reckoned  from  a  date 
the  date  itself  is  excluded  in  the  computation.  He  said  to  me  that  the 
ruling  of  his  office  since  its  organization  had  been  to  the  contrary, 
and  he  could  not  depart  from  the  rule. 

I  tlien  told  him  that  the  people  were  scattered ;  it  was  summer  time; 
it  was  very  difficut  to  get  a  meeting  again,  and  I  asked  him  if  he 
would  not  issue  a  charter  from  the  26th,  and  we  would  accept  it. 
He  said  he  could  not  act  upon  any  application  except  the  one  before 
him ;  that  it  would  have  to  be  amended ;  but  he  did  concede  that  he 
wouH  proceed  in  the  matter  as  though  the  amendments  were  made, 
the  charter  not  to  be  granted  until  the  amendments  were  made. 

A  meeting  was  held.  Proxies  were  gotten;  the  men  were  tele- 
graphed for  to  different  parts  of  the  country,  and  two  revenue  stamps 
were  sent  over,  one  stamp  canceled  by  the  clerk  or  secretary  writing 
his  initials  and  the  date  thereon,  and  the  other  unc  anceled,  because 
the  the  bank  did  not  know  which  form  might  be  required  and  we  had 
no  time  to  make  experiments. 

Two  da}^  after  the  charter  was  granted  both  those  stamps  were 
returned  to  the  bank  by  the  deputy  comptroller  with  the  statement 
that  they  were  not  required. 
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The  charter  was  issued.  Mr.  Williams  asked  me  whether  the  suit 
had  been  dismissed.  I  said  it  had  not  been  and  could  not  be  until 
the  charter  was  granted*:  He  said  he  would  accept  my  assurance 
that  it  would  be  dismissed,  and  he  asked  me  to  send  him  a  written 
statement  when  it  was  dismissed,  and  that  was  duly  done.  There 
was  no  imdcrstanding  or  anticipation  on  the  part  of  the  bank  that 
the  suit  would  not  terminate  with  the  gi'anting  of  the  charter. 

I  did  not  know  until  I  was  summoned  to  receive  the  comptroller's 
decision  to  extend  the  chaiter  that  it  was  to  be  accompanied  by  a 
statement  arraigning  the  board  and  repeating  all  the  charges  that  had 
ever  been  made  against  them.  That  letter,  among  other  things, 
charges  the  bank  with  having  made  investments  in  stock.  There 
never  had  been  an  investment  made  in  stocks  by  the  bank  since  its 
creation.  There  was  just  this  ground  for  that,  when  the  partner- 
ship firm,  the  banking  firm  of  Riggs  &  Co.,  took  out  a  charter  they  in- 
herited from  the  old  concern  some  stocks,  and  some  of  those  stocks 
were  of  very  slow  liquidation ;  it  took  a  long  time  to  get  rid  of  them. 

That,  gentlemen,  I  think,  is  about  all  that  I  know  about  this  case. 

Senator  Henderson.  Do  you  remember  when  the  criminal  indict- 
ments were  found? 

Mr.  Darlington.  It  was  the  last  summer  or  early  fall,  as  I  recall,  of 
the  year  1915. 

Senator  Henderson.  Had  you  been  eager  to  get  an  early  hearing 
of  those  indictments? 

Mr.  Darlington.  Yes,  sir.  We  had  a  very  lengthy  written  cor- 
respondence with  the  district  attorney  urging  it  for  months. 

Senator  Henderson.  At  the  time  that  you,  in  connection  with  one 
of  the  directors  of  the  Riggs  National  Bank,  were  at  the  office  of  the 
Postmaster  General,  those  indictments  were  still  pending,  were  they 
not? 

Mr.  Darlington.  Still  pending  and  no  date  set  for  the  trial. 

Senator  Henderson.  No  date  had  been  set  for  the  trials? 

Mr.  Darlington.  No,  sir. 

Senator  Henderson.  Your  object  was  to  get  as  early  a  trial  of  the 
indictment  as  possible? 

Mr.  Darlington.  Yes,  sir. 

Senator  Henderson.  What  was  the  condition  of  the  docket,  if  you 
know,  in  the  criminal  court  before  whom  these  indictments  were  to 
be  tried  ? 

Mr.  Darlington.  Badly  congested,  as  it  always  is. 

Senator  Henderson.  Then  it  may  have  been  due  to  the  congestion 
of  the  docket  that  the  trials  had  not  occurred  earlier? 

Mr.  Darlington.  That  was  the  reason  assigned  by  the  district  at- 
torney. He  said  there  were  men  in  jail  who  had  not  be  tried,  who 
could  not  get  bail. 

We  claimed  no  right  to  an  earlv  trial  except  on  a  ground  that  we 
were  notified  that  the  charter  would  not  be  extended  while  the  indict- 
ments were  pending,  and  we  thought  that  made  a  special  ground  for 
consideration. 

Senator  Henderson.  Because  of  the  shortness  of  the  time? 

Mr.  Darlington.  Yes,  sir.    The  bank  would  have  been  wrecked. 

The  Chairman.  How  did  you  receive  that  notice  that  your  charter 
would  not  be  granted  while  the  indictments  were  pending? 

Mr.  Darlington.  Only  from  newspaper  statements  said  to  have 
been  made  by  the  comptroller. 
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The  Chairman.  Quotations  in  the  newspapers  said  to  have  been 
made  by  him  ? 

Mr.  Darungton.  Yes,  sir;  remarks  attributed  to  the  comptroller; 
and  that  was  repeated  in  my  conversation  with  Mr.  Burleson  in 
March  and  was  not  denied. 

The  Chairman.  Do  any  other  members  of  the  conmiittee  wish  to 
ask  Mr.  Darlington  any  questions?  If  not,  that  is  all,  Mr.  Dar- 
lington. 

Senator  Henderson.  Mr.  Chairman,  it  is  now  10  minutes  to  12, 
and  in  view  of  other  witnesses  coming  before  the  committee  and 
that  the  testimony  has  to  be  written  up  and  a  copy  given  to  Mr. 
Williams,  and  in  view  of  the  fact  that  many  of  the  members  of 
this  committee  are  also  in  attendance  on  other  committee  hearings 
and  are  unavoidably  detained,  I  move  that  we  now  take  an  adjourn- 
ment, subject  to  the  call  of  the  chairman. 

(The  motion  was  agreed  to;  and,  at  12.11  o'clock  p.  m.,  the  com- 
mittee adjourned,  subject  to  the  call  of  the  chairman.) 


In  the  Supreme  Court  of  the  District  of  Columhla.  Equity  No.  33360.  The 
Ri^s  National  Banlc  of  Washington.  D.  C,  v.  John  Skelton  Williams,  Comp- 
troller of  the  Currency;  William  Glbhs  McAdoo,  Secretary  of  the  Treasury; 
John  Burke.  Treasurer  of  the  United  States. 

District  of  Columbia,  ss: 

W.  Morris  Lammond,  being  sworn,  says: 

I  am  now  employed  by  the  trustees  of  the  bankrupt  firm  of  Lewis  Johnson 
&  Co.  as  bookkeeper.  I  entered  the  employ  of  the  firm  about  20  years  ago  and 
remained  continuously  with  the  firm  as  bookkeeper  during  the  last  15  years  of 
that  period  up  to  the  time  of  its  failure  on  November  16.  1914,  since  which  time 
I  have  )uH»n  in  the  employ  of  the  trustees.  During  the  two  months,  or  there- 
about, that  Intervened  between  the  failure  of  the  firm  and  the  appointment 
of  the  trustees  I  was  one  of  the  receivers  of  the  firm. 

I  am  and  have  been  from  the  beginning  familiar  with  the  stock  and  bond 
transaction  between  the  firm  and  the  Iligccs  National  Bank  which  appear 
upon  the  accounts  In  the  books  of  Lewis  Johnson  &  Co.  This  account  was 
opened  January  3.  1905.  It  was  closed  on  October  7,  1913.  There  were  about 
164  pages  containing  these  accounts  of  purchases  and  sales  for  the  Riggs 
National  Bank  in  its  name,  each  page  showing  on  the  debit  and  credit  side 
approximately  20  transactions,  more  or  less,  on  each  side  of  the  account,  on 
the  form  of  yellow  sheet  which  will  be  found  referred  to  in  the  afl^davit  of 
Bennett  heretofore  filed.  I  began  the  keeping  of  the  stock  ledgers  only  in 
November,  1908,  from  wliich  time  I  kept  and  had  charge  of  them  continuously 
up  to  the  failure. 

During  that  period  there  were  many  tJ;iousands  of  purchases  and  sales  of 
stocks  and  bonils  by  the  firm  of  Ix»wis  Johiison  &  Co.  for  the  account  of  the 
Riggs  National  Bank,  including  all  manner  of  mining  and  other  speculative 
stocks,  some  at  less  than  $1  per  share,  purchased  and  sold  for  the  account  of 
the  Riggs  National  Bank,  all  of  which  were  entered  from  day  to  day  in  the 
books  of  the  firm  and  charged  or  credited  upon  this  account  with  the  bank.  I 
am  very  familiar  with  the  manner  in  which  the  business  was  done,  which  was 
as  follows: 

The  orders  for  the  purchase  or  sale  of  F:tocl:  would  come  day  by  day,  and 
frequently  many  times  during  the  day,  by  telephone,  from  the  Riggs  National 
Bank  to  the  office  of  Lewis  Johnson  &  Co.  The  order  would  be  taken  down 
over  the  telephone  from  the  Riggs  National  Bank  by  Mr.  Pitt  Cooke,  who 
came  with  the  firm  in  1908  and  remained  until  the  time  of  his  death,  about 
January,  1914.  The  order  thus  taken  would  be  inscribed  upon  a  slip,  a  sample 
copy  of  which  I  hereto  attach  marked  **A"  as  part  of  this  affidavit,  as  an  ttlus- 
tration  of  the  way  in  which  these  orders  were  always  taken  for  sales.  The 
handwriting  on  the  original  slip  is  that  of  Mr.  Cooke.  The  figures  "  11.20  a." 
on  the  right-hand  side  represents  the  time  of  the  execution  of  the  order.  These 
4gvres  were  placed  there  by  the  telegraph  operator.  The  stamp  on  the  original 
(which  is  written  in  handwriting  on  Exhibit  A  hereto  attached),  "Jan.  9, 
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1013/*  represents  the  date  of  the  execution  of  the  order  and  was  put  there  in 
the  ordinary  course  of  business  by  the  telegraph  operator. 

All  the  slips  representing  those  orders  taken  down  by  Mr.  Cooke  are  on  file 
with  the  trustees  in  bankruptcy. 

Immediately  upon  the  execution  of  this  order,  and  as  to  each  order  of 
purchase  or  sale  for  or  on  account  of  the  Riggs  National  Bank,  a  memoreuidum 
would  be  sent  to  the  Kiggs  National  Bank  either  by  bearer  or  by  mall.  Accom- 
panying, marked  **  B  *'  and  made  a  part  of  this  affidavit,  is  a  copy  of  the  printed 
form  in  which  the  notice  of  the  execution  of  the  order  was  sent  on  the  day  on 
which  it  was  executed. 

We  have  in  the  office  of  Lewis  Johnson  i^  Co.  a  letter  press  copy  book  con- 
taining copies  of  all  the  notices  thus  sent  to  the  Riggs  National  Bank  ad- 
dressed to  the  Riggs  National  Bank  as  the  purchaser  or  seller  of  the  particular 
securities  in  question. 

Taking  the  transaction  evidenced  by  Exhibits  A  and  B,  hereto  attached, 
which  is  an  illustration  of  the  way  in  which  all  the  sales  of  stocks  were  made 
for  the  Riggs  National  Bank,  accompanying  marked  ''C*'  and  made  a  part 
hereof,  is  a  copy  of  the  check  paid  to  the  Riggs  National  Bank  upon  such  a 
sale,  except  that  the  original  check  contains  perforations  made  by  the  perforat- 
ing stamp  at  the  Riggs  National  Bank  at  the  time  when  the  check  was  paid. 
The  letters  *'  P.  T."  on  Exhibit  C  signify  "  paying  teller,"  and  constitute  the 
stamp  that  was  put  by  him  upon  the  check  at  the  time  it  was  paid.  I  attach 
hereto,  marked  "D,"  "D-1,"  and  "D-2."  "K,"  "  E-1,"  and  "E-2,"  copies  of 
the  sales  slips,  reports  of  sales  to  the  bank  and  checks  for  the  proceeds  of  sales, 
respectively,  on  two  other  transactions  of  a  similar  character.  The  thousands  ^ 
of  other  sales  on  the  part  of  the  bank  represented  In  the  account  were  con- 
ducted In  the  same  way. 

When  purchases  were  made  for  the  bank  they  were  recorded  in  the  same  way 
by  Mr.  c3ooke  on  like  slips,  except  that  the  word  *'  buy  "  was  used  instead  of 
tiie  word  **  sell,"  the  purchase  slips  being  in  blue,  while  the  sold  slips  were  in 
red.  In  like  manner,  on  making  a  purchase,  the  notice  or  letter  of  notification, 
of  which  a  copy  is  hereto  attached,  marked  "  F,"  would  be  transmitted  to  the 
Riggs  National  Bank,  made  out  in  its  name.  As  illustrating  such  transaction, 
I  have  selected  at  random  a  purchase  of  21  General  Electric  on  January  11, 
1013,  as  shown  on  the  accompanying  c<^y  of  "  buy  "  slip.  I  have  no  form  of 
*'  buy  "  slip,  and  have,  therefore,  used  a  '*  sell  **  slip,  which  is  identical  in  form, 
except  that  I  have  crossed  out  the  word  "  sell  "  and  substituted  the  word  "  buy  *' 
and  except  that  the  "  buy  "  slips  are  in  blue.  The  aforesaid  copy  of  ''  buy  "  slip 
is  attached  hereto,  marked  '*  Exhibit  G,"  and  made  a  part  hereof. 

A  bill  would  be  made  out  by  the  firm  for  the  amount  of  the  purchase,  the 
amount  of  which  would  be  credited  to  the  account  of  Lewis  Johnson  &  Co.  on 
the  books  of  the  Riggs  National  Bank,  and  the  amount  thereof  tlien  or  there- 
after entered  as  a  credit  to  Lewis  Johnson  &  Co.  In  the  pass  book  between  that 
firm  and  the  Riggs  National  Bank. 

There  were  many  occasions  on  which  the  Riggs  National  Bank  would  give  an 
order  to  buy  a  given  number  of  shares  of  a  certain  security  and  to  sell  the  same 
number  of  shares  the  same  day.  On  such  occasions  the  bill  would  be  rendered 
to  the  bank  showing  the  purchase  and  sale  and  a  check  for  the  difference.  In 
those  instances  the  check  would  be  made  either  payable  to  the  order  of  the 
Riggs  National  Bank  or  of  H.  H.  Flather  when  so  instructed  by  the  letter.  I 
have  a  bundle  of  such  checks  in  the  office,  all  of  which  were  paid.  Accompany- 
ing, marked  '*  H  '*  and  made  a  part  hereof,  is  a  sample  copy  of  one  such  check, 
with  the  stamp  on  the  back  showing  that  it  was  paid  to  the  Riggs  National 
Bank. 

Accompanying,  marked  '*  I "  a^d  made  a  part  hereof,  is  a  sample  of  one  of 
such  checks  made  out  to  Mr.  H.  H.  Flather  at  his  request,  to  his  order,  and  paid 
to  the  Riggs  National  Bank,  as  shown  by  copy  (in  handwriting)  of  its  payment 
stamp  thereon. 

The  checks  given  by  the  firm  to  the  Riggs  National  Bank  on  account  of 
these  transactions  have  the  name  of  the  Riggs  National  Bank  filled  in  after 
the  word  "  pay  to  the  order  of  "  impressed  from  a  red-ink  rubber  stamp,  which 
was  kept  in  the  office  for  that  purpose. 

The  checks,  vouchers,  "  bought "  and  "  sold "  orders,  and  "  bought  **  and 
**  sold  '*  letters  and  notices  representing  the  transactions  covering  these  many 
years  are  all  on  tile  In  the  office  of  the  trustee,  as  are  also  the  pass  books  be- 
tween Lewis  Johnson  &  Co.  and  the  Riggs  National  Bank  containing  the  en- 
tries of  credits  to  I>ewis  Johnson  &  Co.  on  account  of  stocks  purchased  by  it 
upon  the  order  and  for  the  account  of  the  Riggs  National  Bank. 
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Referring  to  the  affidavit  of  Wesley  M.  Bennett,  and  as  indicating  the  man> 
ner  in  which  short  selling  of  stoclcs  was  done  in  the  account  between  the  Rlggs 
National  Bank  and  the  firm  of  Lewis  Johnson  &  Co.,  I  direct  attention,  by 
way  of  illustration,  to  the  first  transaction  of  short  selling  referred  to  in  the 
affidavit  of  Mr.  Bennett,  which  consisted  of  the  sale  of  200  shares  of  Union 
Pacific  at  $167  per  share  on  January  18,  1912,  and  a  further  200  shares  on 
January  22,  1912,  100  shares  at  167i  and  the  other  100  shares  at  169.  These 
short  sales  were  covered  on  January  29,  1912,  in  the  form  of  two  purchases  of 
200  shares  each  on  that  day,  one  at  160,  the  other  at  165,  showing  a  balance  in 
favor  of  the  Riggs  National  Banlc  on  account  of  the  transaction  of  $742,  a  copy 
of  the  check  for  which,  made  to  the  order  of  H.  H.  Flather,  is  attached  hereto, 
marked  "  J  "  and  made  a  part  hereof.  The  copy  of  the  stamp  of  payment  by 
the  Riggs  National  Bank  on  the  back,  after  the  indorsement  of  H.  H.  Flather, 
shows  the  payment  of  the  check  representing  the  closing  of  that  transaction  on 
January  29,  1912. 

The  orders  and  credits  for  the  sales  of  January  18  and  January  22,  1912, 
were  given  in  the  name  of  the  Riggs  National  Bank  and  were  so  entered  in  the 
account,  as  were  the  orders  and  debits  for  the  purchase  of  January  29.  All 
the  sample  transactions  contained  in  the  affidavit  of  Mr.  Bennett  are  likewise 
evidenced  on  the  books  of  the  firm  and  by  its  vouchers. 

On  February  8,  1912, 100  shares  of  Union  Pacific  were  sold  for  account  of  the 
bank  nt  164  and  on  February  12,  1912,  100  shares  of  Union  Pacific  were  bought 
for  account  of  the  bank  at  162} ;  copy  of  the  **  sell "  slip  and  notices  of  con- 
firmation of  the  sale  to  the  Riggs  National  Bank  are  hereto  attached  marked, 
'  respectively,  "  K  "  and  "  L  "  and  made  a  part  hereof ;  and  a  copy  of  the  pur- 
chase slip  and  notice  of  purchase  to  the  Riggs  National  Bank  for  the  purchase 
of  February  12,  1912,  are  hereto  attached  marked,  respectively,  *'  M  "  and  "  N  " ; 
the  check  for  the  profit  on  this  transaction  was  made  to  the  order  of  H.  H. 
Flatter  and  amounted  to  $98.  A  copy  thereof,  marked  "  O  "  is  hereto  attached 
and  niPde  a  part  hereof. 

On  February  15,  1912,  100  shares  of  Union  Pacific  were  sold  at  165^  for 
account  of  the  Riggs  National  Bank ;  the  copy  of  the  "  sell  *'  slip  and  of  the 
notice  of  sale  to  the  Riggs  National  Bank  are  hereto  part  hereof;  and  on 
the  same  day  100  shares  of  Union  Pacific  were  purcha.sed  at  164^,  copy  of  the 
"purchape"  slip  being  hereto  attached,  marked  "R"  and  made  a  part  hereof; 
the  noti(e  of  the  purchase  to  the  Riggs  National  Bank  Is  contained  on  the  same 
notice  which  contains  the  notice  of  Siile  of  the  sale  of  100  Union  Pacific  on 
Fehninr\*  15.  1912,  being  Exhibit  Q,  hereinbefore  mentioned  and  attached  hereto 
end  made  a  part  hereof.  A  dividend  on  100  shares  of  Union  Pacific,  amounting 
to  $175,  was  received  on  February  14,  1912;  and  a  check  for  the  difference, 
viz,  $210,  was  Issued  to  H.  H.  Flather,  copy  of  which,  marked  "  S,"  Is  attached 
hereto  and  made  a  part  hereof. 

On  February  16,  1912,  100  shares  of  Union  Pacific  were  sold  at  165^,  copy  of 
the  "  sell  "  slip  for  which  and  of  the  notice  to  the  Riggs  National  Bank  are 
attached  hereto,  marked,  respectively,  **T"  and  "U"  and  made  a  part  hereof; 
and  on  February  19,  1912,  100  shares  of  Union  Pacific  were  purchased  at  164|, 
copy  of  the  "  purchase  "  slip  and  of  the  notice  to  the  Riggs  National  Bank  are 
attached  hereto,  marked,  respectively,  "V"  and  "W"  and  made  a  part  hereof; 
the  check  for  the  profit  on  this  transaction  was  made  to  the  order  of  H.  H. 
Flather  in  the  sum  of  $23,  and  a  copy  thereof  marked  "  X  "  Is  attached  hereto, 
and  made  a  part  hereof. 

In  two  of  three  cast»s  above  enumerated  in  which  checks  were  made  to  the 
order  of  H.  H.  Flather  at  the  request  of  the  latter  for  short  sales  on  account 
of  the  Riggs  National  Bank,  confirmation  notices  of  sales  and  of  the  covering 
purchases  that  were  addressed  and  sent  to  the  Riggs  National  Bank  contained 
on  the  face  of  such  notices  the  words,  **  Give  to  Mr.  Cooke  "  or  the  w^ords  "  Give 
notice  to  Mr.  Cooke." 

During  part  of  this  time  and  covering  the  period  shown  by  the  transcript  of 
the  accounts  of  H.  H.  Flather  and  W.  J.  Flather,  referred  to  in  and  attached 
to  the  affidavit  of  Mr.  Bennett,  said  accounts  of  H.  H.  Flather  and  W.  J. 
Flather  were  carried  separately  upon  the  books  of  Le\iis  Johnson  &  Co. 

W.  MoBRis  Lammond. 
Sworn  to  before  me  this  20th  day  of  May,  1915. 
[SEAL.]  Abthtjb  J.  Wand, 

Notary  PuhliCt  District  of  ColumlHa, 
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United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  adjourimient,  at  10  o'clo  k  a.  m., 
in  the  committee  room,  Senate  Office  Building,  Senator  George  B. 
McLean  presiding. 

President,  Senators  McLean  (chairman).  Page,  Calder,  Newberry, 
Keyes,  Fletcher,  Henderson,  and  Walsh. 

Present,  also,  Hon.  Louis  T.  McFadden,  Hon.  John  Skelton  Wil- 
liams, Comptroller  of  the  Currency ;  Hon.  Thomas  P.  Kane,  Deputy 
Comptroller  of  the  Currency ;  Mr.  John  Poole,  Mr.  Wade  H.  Cooper, 
ond  others. 

The  Chairman.  Mr.  Poole,  I  presmne  you  have  had  j'our  attention 
called,  through  the  newspapers,  and  in  other  ways,  possibly,  to  the 
testimony  given  here  at«the  last  meeting  of  the  committee,  in  whi.  h 
your  name  was  used,  and  the  committee  will  hear  any  statement  you 
wish  to  make  in  regard  to  that  subject. 

STATEMENT    OF    ME.    JOHN    POOLE,    PRESIDENT    OF    THE 
FEDERAL  NATIONAL  BANE,   WASHINGTON,   D.   C. 

Mr.  Poole  :  Senators,  I  have  come  at  your  written  request  "  for 
the  purpose  of  giving  to  the  committee  such  information  as  I  may 
have  regarding  the  official  conduct  of  John  Skelton  Williams,  Comp- 
troller of  the  Currency." 

Mr.  Hogan  has  said  that  the  Federal  National  Bank,  of  which  I  am 
4)resi3ent,  has  been  discriminated  against  by  Mr.  Williams  in  the 
matter  of  receiving  certain  deposits,  and  that  this  was  due  to  the  fact 
that  he,  Mr.  Hogan,  was  one  of  our  directors.  Those  statements  are 
true,  and  I  will  explain  briefly. 

In  the  early  days  of  November,  1917,  I  called  on  Mr.  Williams  at 
his  office  and  told  him  that  I  had  reason  to  believe  that  the  ITnitcd 
States  Emergency  Fleet  Corporation  was  about  ready  to  open  an 
account  with  our  bank,  and  knowing  that  it  was  customary  to  first 
have  the  Comptroller's  check  of  approval,  his  offire  being  in  posses- 
sion of  reports  of  examinations  which  enabled  him  to  readily  de- 
termine the  fa'^tor  of  safety,  I  asked  him  to  O.  K.  our  bank  if  and 
\^  hen  presented. 

Mr.  Williams  wanted  to  know  who  our  directors  were.  I  started 
to  name  them,  whereupon  he  touched  a  button  and  directed  one  of 
his  staff  to  get  a  copy  of  the  last  report  of  the  Federal  National  Bank. 
It  was  brought  in,  handed  to  him,  and,  as  it  happened,  was  folded  in 
such  a  manner  that  the  name  of  "  Frank  J.  Hogan  "  was  in  plain  view. 
Inmiediately  Mr.  Williams  read  aloud  Hogan's  name,  seemed  to  be 
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much  agitated,  and  with  considerable  feeling  informed  me  tliat  he 
would  not  give  his  approval  to  a  bank  whose  directorate  included 
anyone  who  ^as  so  manifestly  antagonistic  to  the  administration. 

tie  proceeded  to  accuse  Mr.  Hogan  of  deliberately,  willfully,  know- 
ingly, and  maliciously  attacking  the  administration  and  misrepre- 
senting facts  in  the  Kiggs  Bank  controversy.  He  was  exceedingly 
harsh  and  abusive  in  his  criticism  of  Mr.  Hogan,  whom  I  have  always 
known  to  be  a  man  of  imusual  brilliance,  the  highest  integrity,  and 
unassailable  character. 

Mr.  Williams  was  kind  enough,  however,  to  pay  me  a  very  high 
pei-sonal  tribute  and  spoke  in  a  most  complimentary  manner  of  the 
Federal  National  Bank,  saying  our  accounting  methods,  system, 
policies,  and  condition  were  frequently  commented  on  in  a  very 
flattering  way  by  the  people  of  his  department. 

I  naturally  argued  that  his  relations  with  Mr.  Hogan,  growinii^ 
out  of  the  Riggs  case,  should  not  influence  him  in  his  decision  with 
regard  to  approving  our  bank  as  a  depository  for  funds  wliich  otlier.; 
sought  to  place  with  us. 

He  made  it  plain  to  me  that  he  had  no  i-elations  with  Mr.  Hogan. 
It  was  evident  that  this  was  a  very  sore  and  delitate  subject.  I 
proceeded  to  urge  favorable  consideration  of  the  proposal  to  approve 
the  Federal  when  the  list  should  Ije  sent  to  him,  on  the  ground  that 
cur  institution  merited  it  by  its  strict  ob^rvance  of  all  laws  and 
regulations  from  the  very  beginning  of  its  career — for  its  well-defined 
sound  policies — its  strength,  growth,  and  present  condition — but  he 
positively  refused  because  of  the  fact  that  Mr.  Hogan  was  on  our 
board. 

A  few  daj's  later  (Nov.  7, 1917)  we  did  receive  a  deposit  of  a  little 
over  $71,000,  and  on  November  10,  1917,  another  one  of  536  and  odd 
thousand,  making  a  little  over  $607,000.  We  having  been  desig- 
nated by  the  Fleet  Corporation,  but  not  approved  by  the  Comp- 
troller of  the  Currency,  other  deposits  of  smaller  sums  followed 
during  the  next  eight  or  nine  weeks.  This  was  without  the  approval^ 
however,  of  Mr.  Williams. 

The  Chairman.  That  was  Fleet  Corporation  money? 

Mr.  Poole.  Yes.  I  have  the  exact  title  of  that,  if  you  would 
like  to  have  it. 

The  Chairman.  You  might  give  it  to  the  stenographer. 

Senator  Newberry.  May  I  interrupt  to  ask,  if  the  compti-oller  is 
required  to  approve  a  depository  as  you  say  he  did  not  in  this  case, 
by  what  authority  and  under  what  law  such  deposit  was  made  ? 

Mr.  PoouB.  -Senator,  I  do  not  know.  I  will  show  you,  however, 
that  the  deposits  were  made,  and  we  had  them  at  the  time  of  a  sub- 
sequent call  on  my  part  upon  Mr.  Williams ;  and  that  we  also  got  a 
very  large  deposit.  I  will  show  you  in  a  few  minutes,  a  little  later 
en,  and  I  will  show  you  some  interesting  facts  about  that.  But 
how  it  happens  I  do  not  know.  I  can  not  explain  the  operation  of 
the  Fleet  Corporation,  because  I  do  not  Icnow  tnat. 

Senator  Fletcher.  How  do  you  know  Mr.  Williams  did  not  ap- 
prove f)f  it? 

Mr.  PooLE.  Mr.  Williams  told  me  that  he  did  not,  and  he  told 

nio  later,  when  I  called  on  him,  as  I  will  show  you,  that  he  would 

•  not,  again  reviewing  the  Hogan  case  and  our  previous  interview, 

at  n  tune  when  we  did  have  deposits.     And  I  will  also  show  yon 

that  the  largest  deposit  which  came  to  us,  came  at  a  time  and  with  a 
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statement  that  a  request  had  been  made  for  the  approval  of  it,  and 
for  me  not  to  do  anything  further,  and  purposely  the  letter  requesting 
that  was  antedated,  for  Fleet  Corporation  purposes.  As  to  the 
modus  operandi  in  the  "Fleet  Corporation,  and  tne  requirement  of  the 
O.  K.  of  Mr.  Williams,  I  do  not  know  anything  at  all. 

Senator  Fletcher.  Who  had  charge  of  wie  Fleet  Corporation 
funds? 

Mr.  Poole.  I  could  not  answer  that  positively. 

Senator  Fi.etcher.  Who  actually  transacted  the  business? 

Mr.  Poole.  The  first  business,  through  Mr.  Solo,  William  L.  Solo. 

Senator  Fleix:her.  Wlio  was  he? 

Mr.  Poole.  I  think  he  was  more  or  less  in  the  capacity  of  a  dis- 
bursing officer.  I  do  not  know  his  exact  title.  I  have  known  Mr. 
Solo  ever  since  boyhood. 

Senator  Calder.  He  is  a  Washington  man? 

Mr.  Poole.  A  Washington  man,  yes,  sir.  He  used  to  be  disbui-sing 
officer  of  the  Department  of  Commerce  and  Labor  under  former 
Comptroller  Lawrence  O.  Murray,  who  was  then  chief  clerk,  assist- 
ant secretary,  or  something. 

Senator  Newberry.  From  your  testimony,  Mr.  Poole,  it  would 
appear  that  the  comptroller  was  a  negligible  factor  as  far.  as  the 
Fleet  Corporation  was  concerned  in  selecting  a  depositary,  that  they 
'could  select  any  depositary  they  chose. 

Mr.  Poole.  1  take  it  that  the  Fleet  Corporation  was  privileged  to 
choose  any  bank  that  they  wanted  to,  but  as  a  matter  of  good  busi- 
ness, as  a  matter  of  informing  men  who  were  without  the  direct  infor- 
mation, they  referred  to  the  comptroller's  office  and  asked  the  comp- 
troller to  sav  whether  or  not  the  statements  of  this  bank  indicated 
it  was  in  good  condition,  because  securities  were  not  required  of 
banks  taking  these  deposits.  I  do  not  know  that  it  was  exacted  of 
any  one  to  first  have  the  approval  of  Mr.  Williams  before  a  bank 
could  be  made  a  depositary  of  the  Fleet  Corporation.  That  informa- 
tion ought  to  be  available  to  you  from  someoody,  however. 

Senator  Calder.  You  were  going  to  say 

Mr.  Poole.  I  was  going  to  give  the  title  of  the  account.  The 
account  is  opened  in  the  name  of  "  Division  of  Operations,  United 
States  Shipping  Board,  Emergency  Fleet  Corporation." 

After  the  account  was  opened  a  certain  man — now,  gentlemen,  let 
me.  interrupt  just  to  say  here  that  I  will  not  voluntarily  give  any 
names  other  than  the  name  of  Mr.  Hogan  or  Mr.  Williams,  unless 
vou  especially  request  it  of  me.  I  dealt  with  Mr.  Williams  on  that 
basis^  and  prefer  so  to  deal  with  you.  I  am  ready,  however,  now  or 
at  any  other  time,  to  give  names  throughout. 

The  Chairman.  As  I  understand,  it  is  Mr.  Williams's  desire  that 
all  naines  be  given ;  is  it  not,  Mr.  Williams  ? 

Mr.  Williams.  I  request  it. 

The  Chairman.  I  understood  so. 

Mr.  Poole.  After  the  account  was  opened,  William  P.  Eamsay, 
then 

Senator  Fletcher  (interrupting).  When  did  you  say  the  account 
was  opened  ? 

Mr.  Poole.  The  first  deposit  was  made  November  6,  1917.  After 
the  account  was  opened,  William  P.  Ramsay,  who  is  connected  with 
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the  Commercial  National  Bank,  and  was  then  connected  with  them^ 
on  their  pay  rolls,  called  at  the  Federal  National  Bank  to  see  me, 
nnsolicited.  The  substance  of  his  talk,  briefly,  was  this,  that  the 
Fleet  Corporation  had  large  balances  on  hand  and  constantly  increas- 
ing, which  he  wanted  to  keep  in  Washington  if  possible.  The  aggre- 
gate was  too  large  for  any  local  bank,  therefore  it  must  either  bs  dis- 
tributed with  other  banlcs,  or  be  placed  out  of  town.  The  latter  he 
was  striving  energetically  to  avoid.  He  said  he  wanted  to  help  the 
Federal  get  part,  and  proposed  that  we  open  an  account  with  the 
Chatham-Phoenix  National  Bank,  of  New  York,  urging  a  generous 
deposit,  with  the  positive  assurance  that  if  we  would  place  at  least 
$100,000  there,  we  would  receive  in  a  few  days  not  less  than  $500,009 
of  Fleet  Corporation  funds.  I  did  not  tell  him  we  already  had  an 
account  of  the  Emergency  Fleet  Corporation.  I  did  tell  him  I  would 
think  it  over. 

In  a  few  days  he  returned  and  asked  what  I  hjd  done,  and  learning 
that  no  action  had  been  taken,  urged  that  the  matter  be  attei^ded  to 
immediately. 

Senator  Fletcher.  This  was  about  when,  Mr.  Poole? 

Mr.  Poole.  That  was  between  the  7th  and  the  20th  of  November. 

Senator  Calder.  At  that  time  what  were  your  deposits  from  tlie 
Fleet  Corporation? 

Mr.  Poole.  Banging  from  $71 ,000  Up  to  four  hundred  thousand  and* 
odd. 

Senator  Calder.  You  had  received  that  additional  deposit  or 
larger  deposit  before  Mr.  Bamsay^s  call  ? 

Mr.  Poole.  Yes,  before  his  call.  I  did  not  tell  him  anything  about 
it. 

The  Chairman.  I  do  not  want  to  interrupt  the  continuity  of  your 
statement,  but  the  committee  wants  to  know  some  time  what  reasons 
Mr.  Bamsay  offered. 

Mr.  Poole.  I  thought  I  stated  that.  I  am  trying  to  be  brief,  and 
probably  you  did  not  catch  it. 

The  Chairman.  I  did  not. 

Mr.  Poole.  I  am  going  to  give  you  that  just  as  I  gave  it  in  the 
record  before.  The  substance  of  his  talk,  briefly,  was  this,  that  thd 
Fleet  Corporation  had  large  balances  on  hand  and  constantly  increas- 
ing funds,  which  he,  Bamsay,  wanted  to  keep  in  Washin^n  if  possi- 
ble. The  aggregate  was  too  lar^e  for  any  local  bank  to  handle. 
Therefore,  it  must  be  either  distributed  with  others  in  Washington^ 
or  be  placed  out  of  town.    That  is  Bamsay^s  idea. 

The  Chairman.  No,  but  the  reason  for  depositing  this  $100,000  in 
the  Phoenix  National  Bank? 

Mr.  Poole.  I  beg  your  pardon,  I  did  not  understand  you. 

The  Chairman.  That  is  the  point.  What  is  the  name  of  that  New 
York  bank  ? 

Mr.  Poole.  Chatham-Phoenix  National  Bank.  He  said  he  wanted 
to  help  the  Federal  get  part,  and  proposed  that  we  open  an  accoimt 
with  the  Chatham-Phoenix  National  Bank  of  New  York,  urging  a 
generous  deposit,  with  the  positive  assurance  that  if  we  would  place 
at  least  $100,000  there,  we  would  receive  in  a  few  days  not  less  thaa 
$500,000  of  Emergency  Fleet  Corporaticu  funds.  1  did  not  tell 
Bamsay  we  already  had  an  account.  I  did  tell  him  I  would  think  it 
over,  think  of  it. 
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In  order  to  keep  your  thought  in  sequence,  shall  I  go  f rom  thaj 
point  right  on  down  again  ? 

The  Chairman.  Yes.  Sometime  I  want  Eamsay's  reasons  for 
selecting  the  Chatham-Phoenix  Bank. 

Mr.  FooLE.  You  would  have  to  get  them  from  Balnsay.  I  did  not 
ask  Ramsay.  I  think  you  may  draw  some  conclusions  out  of  this, 
just  as  I  have. 

The  Chairman.  I  did  not  know  but  what  he  gave  you  the  reasons. 

Mr.  Poole.  No,  sir. 

In  a  few  days  Bamsay  returned,  asked  what  I  had  done,  and 
learning  that  no  action  had  been  taken,  urged  that  the  matter  be 
attended  to  immediately.  He  also  said  that  Mr.  Boiling,  vie© 
president  of  the  Chatham-Phoenix  National  Bank,  of  New  York^ 
would  be  in  Washington  in  a  few  days,  and  he  would  have  him  stop 
in  to  see  me — Bamsay  would  have  Boiling  stop  in  to  see  me.  Sure 
enough,  Boiling  did  call.  I  had  known  iiim  for  years,  and  so  we 
spent  a  very  pleasant  half  hour  in  general  conversation. 

Senator  Fletcher.  Mr.  Poole,  without  repeating  the  question  each 
time,  I  wish  you  would  give  the  dates,  as  near  as  you  can. 

Mr.  Poole.  The  date  that  Boiling  called  ? 

Senator  Fletcher.  Yes;  as  you  go  along.  You  say  in  a  few  days 
so  and  so  happened.  As  near  as  you  can,  give  the  date  of  his  call, 
for  instance,  beginning  there. 

Mr.  Poole.  Just  about  the  middle  of  December,  Mr.  Boiling 
called. 

Just  before  he  left  he  broached  the  subject  of  an  account  for  his 
bank.  He  said  he  would  like  to  have  us  do  business  with  him. 
I  told  him  of  our  then  connections,  which  were  eminently  satisfac- 
tory, and  that  we  would  not  care  to  establish  another  New  York 
connection,  nor  would  we  care  to  discontinue  any  of  the  present 
banks  and  substitute  his. 

In  all  fairness  to  Mr.  Boiling,  I  want  to  say  to  the  committee  that 
Mr.  Boiling  made  no  proposition  to  me  other  than  the  same  general 
character  of  a  proposition  as  one  banker  goes  to  another  with  when 
he  seeks  his  account.  In  no  manner  did  he  connect  up  the  Emer- 
gency Fleet  Corporation  deposit,  nor  refer  to  it,  in  inviting  us  to 
open  an  account  with  him.  That  ended  our  interview,  which,  as  I 
said  before,  was  very  pleasant. 

I  got  to  thinking  over  all  that  had  transpired,  realized  the  delicate 
situation,  and  decided  to  communicate  what  I  had  learned  to  Mr. 
Williams,  the  Comptroller  of  the  Currency,  and,  therefore,  on  De- 
cember 20, 1917, 1  called  on  him  at  his  oflSce  and  explained  what  had 
happened  since  my  first  interview  with  him.    In  substance,  I  said  this : 

"  Mr.  Williams,  not  long  ago  I  called  on  you  and  asked  that  the 
Federal  National  Bank  be  approved  by  you  as  a  depositary  for 
Emergency  Fleet  Corporation  funds.  You  refused,  and  I  remember 
well  the  reasons  you  gave  for  so  doing.  Since  then  a  proposition 
has  been  made  and  repeated  to  me,  whereby  the  Federal  National 
could  get  a  large  deposit  from  the  Fleet  Corporation.  I  do  not  wish 
to  give  names  unless  you  request  them.  A  man  whom  I  have  known 
for  years,  who  is  connected  with  a  local  national  bank,  called  at  my 
office  since  I  saw  you  last  and  talked  with  me  at  considerable  length 
about  Fleet  Corporation  funds.  He  said  that  tremendous  sums  were 
being  handled,  the  amounts  steadily  increasing,  and  while  his  first 
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thought  was  to  serve  his  bank,  he  realized  that  no  one  local  bank 
could  hope  to  handle  the  entire  account,  and  that  therefore  it  must 
either  go  out  of  town  or  be  split  up  among  several  }iere.  He  pro- 
posed that  the  Federal  National  open  an  account  of  not  less  than 
$100,000  with  the  Chatham-Phoenix  National  Bank,  of  New  York, 
stating  positively  that  in  consideration  of  .tliis  the  Federal  would 
receive  m  a  few  days  a  deposit  of  at  least  $500,000  from  the  Fleet 
Corporation." 

I  told  Mr.  Williams  that  I  felt  duty  bound  to  let  him  know  these 
facts,  and  I  was  astounded  to  learn  that,  notwithstanding  the  fact 
that  he,  Mr.  Williams,  so  recently  refused  favorable  consideration 
our  bank  could  get  an  account  through  the  process  of  opening  an 
account  with  the  Chatham-Phoenix.  National  Bank,  of  New  York. 
All  the  while  there  had  been  no  change  in  the  status  of  Mr.  Hogan. 
He  was  and  still  is  a  director  of  the  Federal  National  Bank. 

I  also  told  Mr.  Williams  that  an  official  of  the  Chatham- Phoenix 
National  Bank,  Mr.  Boiling,  had  called  to  see  me  soliciting  an  ac- 
count, and  that  the  said  official  was  told  that  we  were  not  contem- 
plating opening  anv  bank  account  in  New  York  City,  nor  did  we 
feel  justified  in  maKing  any  change.  I  told  the  Wasnigton  banker 
that  we  would  not  look  with  favor  on  the  proposition  of  opening  an 
account  with  the  bank  he  mentioned  in  New  York,  nor  with  any 
other  bank,  for  the  purpose  of  getting  an  account  from  the  Emer- 
gency Fleet  Coiporation. 

Mr.  Williams  said  he  did  not  believe  it  possible  that  the  Chatham- 
Phoenix  National  Bank  could  in  any  way  control  Fleet  Corporation 
funds,  and  that  he  was  sorry  that  I  had  not  made  a  deposit  there  for 
the  purpose  of  testing  it  out.  He  suggested  that  we  then  make  a 
deposit  for  that  purpose,  and  see  what  happened.  He  did  not  ask 
me  the  names  of  any  of  the  parties  with  whom  I  had  talked. 

He  stated  that  he  had  been  remiested  to  furnish  a  list  of  names  of 
New  York  banks  which  he  would  approve  as  depositaries  of  Fleet 
Corporation  funds,  and  in  that  list  ne  included  the  name  of  the 
Chatham-Phoenix  National  Bank,  which  was  the  very  bank  covered 
in  the  proposition  made  to  me  by  Mr.  Bamsay. 

I  want  that  undei'stood,  that  Mr.  Boiling  has  in  no  way,  in  no 
manner,  made  any  proposition  to  me,  nor  hnked  up  the  Fleet  Cor- 
poration with  any  request  for  our  account. 

Mr.  Williams  told  me  that  he  did  not  know  just  what  banks  in 
Washington  were  depositaries  of  the  Fleet  Corporation,  but  he 
thought  the  Metropolitan  was  one.  I  then  told  him  I  was  informed 
by  the  same  party  who  submitted  the  proposition  to  me  that  the 
Metropolitan  did  open  an  account  with  the  Chatham-Phoenix  Na- 
tional Bank,  with  the  understanding  that  they,  the  Metropolitan, 
would  receive  a  large  deposit  from  the  Fleet  Corporation,  and  that 
the  transaction  worked  out  exactly  as  agreed  upon. 

I  also  told  Mr.  Williams  that  I  undei*stood  tliat  several  other  banks 
in  Washington  were  going  to  do  likewise,  wliich  ones  I  did  not  know. 

Mr.  Williams  referred  to  our  previous  conversation  about  having 
the  Federal  National  approved  as  a  depositary,  and  asked  me  if  Mr. 
Hogan  was  a  large  stockholder,  going  on  to  say  that  he  was  unwilling 
to  approve  our  bank  because  of  the  fact  that  there  was  on  tJie  boora 
a  man  so  decidedly  unfriendly  to  the  administration  as  Mr.  Hogan 
had  shown  himself  to  be.    I  told  him  that  I  fully  imderstood  nis 
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I'easons,  although  I  did  not  agree  with  him,  and  that  that  matter  was 
not  now  a  part  of  our  discussion,  except  in  so  far  as  we  failed  to 
understand  why  our  bank  should  be  discriminated  against  by  the 
comptroller,  but  could  receive  the  very  account  We  wanted  (Fleet 
Corporation)  by  opening  an  account  with  the  Chatham-Phoenix  Na- 
tional Bank  in  New  York. 

Senator  Fi^tcher.  How  many  banks  were  on  that  list  Mr.  Wil- 
liams gave  you? 

Mr.  Poole.  Mr.  Williams  did  not  give  me  the  li^t.  He  only  spoke 
of  a  list  that  had  been  handed  to  him.  He  only  spoke  of  being  asked 
to  name  some  banks  in  New  York,  and  he  included  the  Chatham- 
Phoenix. 

Senator  Fletcher.  I  understood  you  saw  the  list,  and  included 
in  that  list  was  the  Chatham-Phoenix. 

Mr.  Poole.  No,  feir ;  I  did  not  say  that,  and  I  have  not  seen  any  list 
then  or  since  that  time. 

Senator  Fletcher.  How  do  you  know  that  the  Phoenix  was 
included  ? 

Mr.  Poole.  Mr.  Williams  told  Tne  that  he  approved  the  Chatham- 
Phoenix  National  Bank. 

Senator  Fletcher.  As  one  of.  the  list  ? 

Mr.  Poole.  Yes,  sir;  he  volunteered  that  information.  I  had 
no  idea  that  that  had  ever  been  submitted-  to  him.  That  was  the 
first  information  I  had  that  they  had  an  account. 

He  said  he  was  certain  that  the  Chatham-Phoenix  National  Bank, 
of  New  York,  could  not  possibly  control  any  pail  of  the  funds  of  the 
Fleet  Corporation,  and  tnat  he  very  much  regi-etted  that  we  had  not 
tested  it  out. 

This  was  December  20,  1917,  and  we  had  not  up  to  that  time  been 
able  to  secure  favorable  action  of  Mr.  Williams  for  the  approval  of 
the  Federal  as  a  depositary  for  Fleet  Corporation  funds. 

I  said  nothing  fuilher  about  this,  except  in  the  strictest  confidence 
to  one  of  our  officers. 

Senator  Newberry.  May  I  interrupt  to  ask  if  you  told  the  comp- 
troller at  that  time  that  notwithstanding  all  the.se  negotiations  you 
had  a  deposit? 

Mr.  Poole.  I  did  not  tell  the  comptroller.  He  had  our  reports 
and  was  able  to  get  any  information  that  he  wanted. 

Senator  Newberry.  There  had  been  a  report,  then,  between  the 
7th  of  November  and  the  20th  of  December? 

Mr.  Poole.  I  can  tell  you  that  in  just  a  minute.  I  think  not, 
but  I  can  tell  you. 

Senator  Newberry.  He  does  not  get  a  daily  report  of  your  bank, 
does  he? 

Mr.  Poole.  As  it  happened,  there  was  a  report  on  the  12th  of 
November. 

Senator  Newberry.  After  you  had  the  Emergency  Fleet  Corpo- 
ration fimds? 

Mr.  Poole.  No;  wait  a  minute.  That  is  1918.  [After  further 
examination.]  No,  there  was  no  examination  of  our  bank  between 
the  date  of  the  opening  of  the  account,  November  6,  1917,  and 
December  20,  the  last  day  that  I  interviewed  Mr.  Williams. 

Senator   Newberry.  What    report    would    he    have    that    would 
^  show  that  deposit? 
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Mr.  Poole.  He  would  not  have  any  report  that  would  show  it, 
unless  the  Fleet  Corporation  would  give  it  to  him,  and  presumably 
they  did  not.  You  did  not  understand  me  to  say,  that  Mr.  Wil- 
liams was  in  possession  of  this  information,  Senator,  did  you? 

Senator  Nemberry.  I  so  understood.  That  was  the  reason  I 
asked  the  uestion.  I  thought  you  said  you  did  not  tell  him  be- 
cause he  had  reports  that  showed  it. 

Mr.  Poole,  The  information  is  available  to  him  if  he  wants  to 
get  it  in  any  way.  He  did  not  ask  me  if  we  had  any  such  account, 
but  insisted  he  would  not  approve  our  bank  as  a  depositary. 

On   Saturday,  January   5,   1918,  after  our  bank  had  closed — it 
clof^es  at  noon — Mr.  R.  W.  Boiling,  of  the  Emergency  Fleet  Corpo- 
ration, called  at  the  bank  and  deposited  with  our  teller  a  check 
for  $2,641,566.93,  too  late  to  go  in  that  day's  work. 
The  Chairman.  There  were  two  Boilings,  as  I  understand  it? 
Mr.  Poole.  Thei*e  are  three  Boilings  that  I  know.     One  was  with 
the  Commercial  Bank  for  some  time  in  a  sort  of  a  new  business,  a 
publicity  man.     One  was  with  the  Emergency  Fleet  Corporation, 
and  one  then  with  the  Chatham-PIioenix  National,  who  is  now  the 
president  of  the  Commercial  National  Bank. 
Senator  Calder.  Are  these  men  brothers? 

Mr.  PocLE.  I  understand  so;  yes.  sir.  At  that  hour  I  was  in  my 
office  talking  with  Mr.  George  O.  Walson.  I  only  mention  the  name 
because  Mr.  Williams  hjis  requested,  and  so  have  you,  Senator 
McLean.  After  a  while  I  went  out  and  talked  with  Mr.  Boiling,  and 
was  told  of  the  deposit:  I  invited  Mr.  Boiling  into  the  office,  and 
had  quite  a  long  talk  with  him.  He  went  on  to  tell  me  that  practically 
every  bank  in  Washington,  and  many  outside  institutions,  were 
exerting  every  effort  to  get  an  account  from  the  Fleet  Corporation, 
and  because  of  these  activities  he  suggested  that  we  keep  the  matter 
as  confidential  as  possible. 

Senator  Fletcher.  In  the  meantime,  had  you  made  any  deposit 
with  the  Chatham-Phoenix? 

Mr.  Poole.  No,  sir ;  never  before,  and  never  since.  We  have  never 
had  any  business  with  the  Chatham-Phoenix  of  New  York.  I  knew 
them,  knew  them  very  well  and  very  favorably.  I  have  nothin<Tj  but 
the  highest  regard  for  the  Chatham-Phoenix  and  all  of  its  officers, 
including  Mr.  Boiling.  Mr.  Boiling  said  that  Mr.  Stevens,  of  the 
Fleet  Corporation,  called  him  in  not  long  aero  and  asked  how  it  hap- 
pened that  an  account  has  been  opened  with  the  Federal  National 
Bank  without  the  customary  approval  of  the  Treasury  Department. 
Mr.  Boiling  thought  this  had  been  given,  but  after  searching  the  files 
could  find  no  record  covering  it. 

Mr.  Boiling  said  that  a  formal  request  for  the  approval  of  the 

Federal  had  been  made  of  the  Treasury,  and  asked  me  not  to  do  or 

say  anvthing  over  there,  because  he  was  certain  this  approval  would 

be  forthcoming  in  a  day  or  two. 

The  Chairman.  What  was  the  full  name  of  this  Mr.  Boiling?    % 

Mr.  Poole.  R.  W.  Boiling. 

Mr.  Keyes.  What  is  the  full  name  of  Mr.  Stevens — ^Raymond  B.  ? 
Mr.  Poole.  T  do  not  know.    I  do  not  Iniow  Mr.  Stevens. 
Mr.  Keyes.  Was  he  vice  president  of  the  Shippin,<r  Corporation  f 
Senator  Fletcher.  He  is  a  member  of  the  Shipping  Board,  is  he 

ffOtf 
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Mr*  PocLE,  I  do  not  know.  I  did  not  look  that  up.  I  was  inter- 
rupted in  the  middle  of  a  sentence,  I  think.  Mr.  Boiling  said  a  formal 
request  for  the  approval  of  the  Federal  had  been  made  of  the  Treas- 
Jury,  and  asked  me  not  to  do  or  say  anything  over  there,  because  he 
was  certain  this  approval  would  be  forthcoming  in  a  day  or  two ;  of 
that  he  had  no  doubt.  He  mentioned  that  the  letter  requesting  the 
approval  of  the  bank  was  purposely  antedated,  and  I  assume  that 
was  done  to  meet  certain  formalities  of  the  Fleet  Corporation  and  to 
cover  the  original  deposit. 

He  ako  went  on  to  say  that  the  Treasury  Department  was  not  • 
aware  of  the  fact  that  the  second  deposit  above  referred  to  "  is  being 
made  to-day."  He  talked  at  some  length  about  the  organization  of 
the  Sliipping  Board  and  the  Fleet  Corporation.  I  may  mention  that 
the  account  which  we  have  is  an  operating  account — that  is  to  say, 
an  ac  ount  which  represents  receipts  from  the  leasing  or  renting  of 
vessels  which  were  taken  over  by  this  Government  at  the  outbreak 
of  the  war. 

After  getting  into  general  conversation,  Mr.  Boiling  spoke  of  Ram- 
say, who  is  connected  with  the  Commercial  National  Bank.  He  said, 
"  Ramsay  is  a  good  follow,  and  it  was  only  out  of  the  goodness  of 
Ramsay's  heart  that  Ramsay  consented  to  help  both  the  Federal  and 
Rolfe  E.  Boiling,"  mentioning  the  name,  that  he  called  on  me  and 
made  the  proposition  that  he  did ;  that  is,  that  Ramsay  called  on  mo 
and  made  the  proposition.  Boiling  said  that  Ramsay  did  this  in  a 
poor  way,  but  that  while  he  always  means  well,  he  frequently  messes 
things  up.  Boiling  asked  that  we  do  not  at  this  time  open  an  account 
with  the  Chatham-Phoenix  National  Bank.  He  would  prefer  that 
We  would  not  do  it,  that  it  would  not  look  right;  if  it  was  to  be  done 
at  all,  to  be  only  at  a  time  when  we  would  want  to  do  it,  and  that 
at  least  that  should  be  at  some  future  date. 

He  said  that  of  the  local  banks,  the  Metropolitan,  Commercial, 
Riggs,  and  Federal  have  accounts,  the  principal  accounts,  however, 
being  in  the  Federal  and  the  Commercial;  He  said  that  the  Chatham- 
Phoenix  of  New  York  had  an  account,  although  it  was  small,  and 
for  the  purpose  of  handling  the  collector's  funds.  I  do  not  know 
what  he  means  by  collector's  funds.  Upon  questioning  him,  he  said 
he  thought  this  account  of  ours  would  run  fairly  steady  at  $3,000,000, 
not  much  under  that,  maybe  considerably  over,  and  that  we  would 
in  all  probability  have  use  of  the  funds  for  a  year  at  the  lowest 
estimate. 

Senator  Calder.  Did  he  indicate  which  of  these  Washington 
banks  had  accounts  with  the  Chatham-Phoenix? 

Mr.  PooLE.  He  did  not.  Mr.  Ramsay  is  the  only  man  who  told 
me  that. 

Senator  Calder.  What  did  Mr.  Ramsay  tell  you  about  it? 

Mr.  PocLE.  He  told  me  that  the  Metropolitan  had,  and  that  they 
had  received  their  deposit,  and  one  or  two  other  banks  were  going 
to  do  it.  But  I  have  never  heard  whether  they  did  or  not,  and 
have  never  tried  to  check  it  up.  Mr.  Williams,  as  I  stated,  said 
that  he  did  not  know  what  banks  were  depositories,  but  that  he 
thought  that  the  Metropolitan  was  one.  No  one  has  said  anything 
to  m^  at  all  about  this  proposition  of  opening  an  account  with  the 
Chatham-Phoenix  National  in  New  York,  and  thereby .  getting  a 
deposit  from  the  Fleet  Corporation,  except  Ramsay.    Boiling  only 
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spoke  of  it  after  I  had  been  to  Mr.  Williams's  office  the  second  time, 
told  Mr.  Williams  of  this  unusual  proposition  that  had  been  sub- 
mitted, and  then  Boiling  told  me  of  it  after  he  had  made  the  big 
deposit  of  two  million  six  hundred  and  odd  thousand,  and  suggested 
that  I  do  not  do  this  thing,  that  Ramsay  was  trying  to  help  me  and 
help  Solfe  E.  Boiling,  his  brother,  but  that  it  was  very  poorly  stated, 
and  a  bad  suggestion,  and  *''  do  not  do  it." 

•  I  want  to  clear  those  other  men,  because  they  had  no  pait  in  it 
at  all. 

Senator  Fletcher.  Did  you  tell  Boiling  of  Bamsay's  talk  at  all? 

Mr.  Poole.  Mr.  Boiling  broached  that  subject  to  me.  I  did  not 
tell  him  of  this,  or  tell  anybody  else  of  it,  except  the  vice  president  of 
our  bank. 

Senator  FLETcnER.  Were  you  to  pay  any  interest  on  this  deposit? 

Mr.  Poole.  Yes,  sir;  2|  per  cent  on  daily  balances,  no  security. 

Senator  Calder.  What  is  your  balance  to-day  with  the  Fleet  Cor- 
poration ? 

Mr.  Poole.  Nothing;  all  closed  out.  The  last  balance  was  taken 
out  on  May  15,  1918,  $17.60.  Two  million  and  odd  was  drawn  out 
between  March  4  and  March  27,  1918. 

Senator  Caldeb.  Then  this  two  million  was  with  you  for  how  long? 

Mr.  PooLE.  We  had  an  account  starting  up  at  $71,000  November  6, 

1917,  reaching  the  big  sum,  three  million  and  odd,  on  January  7, 1918, 
and  continuing  in  the  millions  imtil  March  12,  1918,  the  high  point 
of  which  was  $3,139,672.14. 

Senator  Calder.  So  you  had  this  large  deposit  for  a  period  of  only 
about  two  months  ? 

Mr.  PooLE.  Just  a  few  days  more  than  two  months,  more  than  a 
million  dollars  of  it. 

Senator  Newberry.  Do  you  know  why  this  account  was  closed  out? 

Mr.  PooLE.  I  do  not  know  why,  but  I  understood  that  all  of  the 
local  accounts  were  being  closed  out,  and  that  these  checks  for 
$500,000  were  being  drawn  weekly  against  us.  It  was  a  pretty  hard 
pull,  I  suppose,  on  most  banks,  at  that  time. 

Senator  Fletcher.  You  mean  the  balances  in  all  the  other  banks 
were  withdrawn  at  the  same  time? 

Mr.  Poole.  I  do  not  know  that.  I  was  told  that  they  were  going 
to  be  withdrawn,  but  I  have  not  any  means  of  knowing  whether  they 
were  put  in  on  the  same  basis  we  were.  We  may  have  had  the  better 
treatment;  they  may  have  had  better  treatment.    I  do  not  know. 

Senator  Calder.  You  have  no  account  at  all  with  any  branch  of 
the  Fleet  Corporation  or  the  Shipping  Board  ? 

Mr.  Poole.  No,  sir,  not  at  all. 

Senator  Calder.  Do  you  know  whether  your  bank  ever  received 
the  approval  of  Mr.  Williams? 

Mr.  Poole.  I  do  not  know  that.  I  have  no  reason  to  doubt  but 
what  it  did  receive  the  approval  that  Boiling  told  me  on  January  5, 

1918,  he  would  get.    But  I  do  not  know  that  that  ever  happened. 
Senator  Calder.  Have  you  had  any  talk  with  Mr.  Williams  since? 
Mr.  Poole.  Never  about  this.     Gentlemen,  I  have  known  Mr. 

Williams  almost  ever  since  he  has  been  in  the  office,  and  Mr.  Wil- 
liams and  I  have  had  the  most  cordial  and  pleasant  relations.  I 
have  never  had  any  man  treat  me  with  greater  courtesy  and  respect 
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than  Mr.  Williams  has,  and  in  many  ways  I  have  a  very  high  admi- 
ration for  him.  I  am  only  before  you  to-day  at  your  request,  un- 
solicited, and  would  much  prefer  not  to  have  come.  But  being 
here,  I  only  want  to  set  before  you  the  facts  as  I  see  them,  that  Mr. 
Williams  did,  because  of  Mr.  Hogan  being  on  our  board,  interfere 
with  our  getting  business  which  in  the  regular  channels  was  coming 
ieius..   I  have  a  very  high  admiration,  for  him. 

Senator  Fletcher.  The  facts  are  that  you  did  not  get  the  business^ 
and  the  facts  are,  according  to  your  own  information,  that  other  banks 
were  treated  in  the  same  way  you  were  ? 

Mr.  Poole.  I  am  telling  you,  however,  that  Mr.  Williams  posi- 
tively •  to  me,  refused  to  approve  our  bank  for  this  business.  Of  that 
there  is  no  doubt.  We  got  the  business,  not  because  of  Mr.  Williams'^ 
willin^ess  to  approve  us,  but  only  because  somebody  apparently 
went  beyond  him  and  put  it  in  there  anyhow.  I  do  not  know 
whether  there  is  any  other  connection  between  my  visit  to  Mr. 
Williams  and  the  propositions  which  were  made  by  Ramsay  which 
would  be  of  benefit  to  the  Chatham-Phoenix  Bank,  and  if  other 
banks  should  have  followed,  and  we  had,  too,  to  open  accounts  in 
the  Chatham-Phcenix  National  Bank,  and  bring  funds  here  to  be 
put  out  among  local  banks,  naturally  the  bank  of  which  Mr.  Boiling 
was  vice  president  then  might,  in  that  round  about  way,  have 
benefited  considerably.  I  do  not  know  how  anybody  knew  that 
Kamsay  had  said  anything  to  me.  You  men  may  make  your  own 
guess  about  that.  I  told  not  a  living  soul,  except  the  vice  president 
of  our  bank,  that  Ramsay  had  ever  made  tliat  proposition  to  me,  and 
yet  somebody  found  out,  in  the  early  days  of  November,  and  repeated 
it  later  on. 

Senator  Henderson.  How^  long  after  that  was  it  that  you  received 
the  deposit? 

Mr.  Poole.  I  talked  with  Mr.  Williams  on  the  20th  of  December, 
IWT,  for  the  second  time,  and  I  went  over  then  because  I  had  had 
this  proposition  made  about  opening  the  account,  and  told  him  then 
that  I  was  surprised  to  find  we  could  get  an  account  by  means  of 
doing  this  thing,  through  opening  an  account  in  the  Chatham- 
Phoenix,  when  he  had  positively  refused  to  give  us  an  account^  or  to 
approve  our  bank  for  an  account,  because  of  the  fact  that  Mr.  Hogan 
was  on  our  board;  and  in  that  conversation  that  day  he  again  told 
me  he  would  not  approve  of  our  bank  because  Mr.  Hogan  was  on  the 
board.  At  the  moment,  at  the  time,  we  had  an  account,  and  had 
had  one  since  the  7th  day  of  November. 

Senator  Page.  Can  you  tell  us  the  total  amount  of  deposits  to  thQ 
credit  of  this  organization  at  the  time  you  were  having  the  larger 
deposits  in  your  bank? 

Mr.  Poole.  No,  sir,  I  do  not  know\ 

Senator  Page.  Is  there  any  knowledge  which  we  can  ascertain  as 
to  the  amount  of  the  deposits  m  the  Chatham-Phoenix,  or  any  account^ 
there  that  would  impinge  upon  this  particular  business? 

Mr.  Poole.  You  can  ascertain  that  through  Mr.  Williams.  Mr> 
Williams  can  find  out  what  banks  opened  an  account  in  the  Chatham-. 
Phoenix  Bank  anywhere  around  that  time — ^when  they  opened  thenii 
whether  they  had  any  prior  relations  with  them  or  not ;  and  then  go 
back  to  the  books  oi  the  other  local  banks  and  see  if  they  got  aiiji 
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Emergency  Fleet  Corporation  accounts  about  the  same  time.    I  coUld 
not  give  you  that,  but  you  could  get  it  through  him. 

Senator  Page.  Are  you  able  to  give  us  an  opinion  of  any  value  as 
to  why  this  account  with  your  bank  was  terminated  at  the  time  it 
was? 

Mr.  Poole.  No,  I  cannot  tell  you  that.  Perhaps  you  are  driving 
at  this :  I  do  not  think  Mr.  Williams  or  any  other  person  was  instru- 
mental in  taking  it  away  from  us  because  he  wanted  to  get  it  away 
from  us.  I  do  not  believe  that.  I  think  perhaps  there  was  just  too 
much  pressiu-e  brought  to  bear  on  the  Fleet  Corporation  for  accoiyits 
fi-om  almost  every  angle — ^banks  out  of  town,  as  well  as  local  banks, 
trying  to  get  these  funds.  I  do  not  know  whether  that  became  too 
bothei'some  to  them  or  not.  I  do  not  know  where  they  keep  their 
account.  I  do  not  know  where  they  iSnally  kept  it  after  they  left  us. 
1  do  not  know  whether  they  took  it  out  of  the  other  banks,  or  whether 
some  of  them  have  those  balances  in  larger  or  smaller  pait.  I  have 
no  information  about  that. 

Senator  Fletcher.  I  believe  you  said  you  were  told  that  they 
were  withdrawing  these  balances  from  the  other  banks  at  the  same 
time  ? 

Mr.  Poole.  I  was  told  they  were  going  to  withdraw  them  at  the 
same  time. 

Senator  Fletcher.  Do  you  remember  the  date  of  your  first  conver- 
sation with  Mr.  Williams? 

Mr.  Poole.  The  date  of  it  I  did  not  put  down.  It  was  just  before 
any  account  was  opened  with  us. 

Senator  Fletcher.  Before  the  first  deposit? 

Mr.  PooLE.  Before  the  first  deposit. 

The  Chairman.  Mr.  Poole,  Mr.  Hogan  made  a  statement  with 
regard  to  Red  Cross  funds  and  tax  funds. 

Mr.  Poole.  Yes,  sir.  I  understand  that  Mr.  Hogan  told  your  com- 
mittee something  about  the  Bed  Cross  account  with  us. 

Briefly,  the  facts  are  as  follows:  In  the  early  part  of  January, 
1918,  after  I  had  been  appointed  by  Henry  White,  then  the  manager 
of  the  Potomac  division  of  the  American  Red  Cross,  as  chairman 
of  the  second  war  fund  campaign  for  the  sanie  division,  I  was  ap- 
proached by  a  Mr.  Andrus— J.  T.  Andres,  I  think  is  his  full  name — 
who  was  associated  with  Mr.  White  at  that  time.  Mr.  Andrus  told 
me  that  instructions  had  been  received  from  national  headquarters 
of  the  American  Red  Cross  to  select  a  bank  which  they  would  use 
for  the  funds  which  were  to  be  subject  to  the  check  of  national 
headquarters.  I  was  informed  by  Mr.  Andrus  that  both  he  and  Mr. 
White  desired  to  place  the  money  with  the  Federal,  whereupon  I 
was  furnished  with  a  copy  of  a  letter  dated  January  17,  1918,  ad- 
dressed to  Henry  White,  division  manager,  signed  by  Hugh  S.  Bird, 
assistant  treasurer,  the  American  Red  Cross. 

Negotiations  followed,  and  on  March  12,  1918,  the  account  was 
opened,  Mr.  White  sending  to  us  in  a  communication  dated  March  11, 
1918,  a  check  for  $389,518.11,  with  all  instructions  as  to  how  to  open 
the  account. 

Under  date  of  March  13, 1918,  Mr.  Bird,  assistant  treasurer  of  the 
American  Red  Cross,  addressed  a  letter  to  Mr.  White  informing  him 
thiat  the  funds  would  be  immediately  withdrawn  from  us  and  trans- 
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ferred  to  the  trust  company  from  which  they  came,  there  being' 
another  account  in  our  bank — the  account  of  the  T.  I.  and  F.  Divi- 
sioiL  at  that  time. 

Mr.  Bird  laid  special  emphasis  on  the  fact  that  he  wanted  the 
various  accounts  of  the  Eed  Cross  distributed  in  the  different  banks, 
so  as  to  broaden  the  influence  of  the  Red  Cross. 

On  the  date  in  question  our  bank,  the  Federal  National,  had 
exactly  $575.18  to  the  credit  of  the  Bed  Cross,  the  T.  I.  and  F. 
Division.  I  want  to  bring  that  out  simply  because  of  the  fact  that 
we  had  a  Bed  Cross  account  was  the  reason  given  for  taking  this 
account  away  from  us,  and  putting  it  back  where  they  had  ordered 
it  to  be  taken  from. 

The  check  was  drawn  on  the  13th  of  March,  the  day  imm3diately 
following  the  day  it  was  deposited  with  us,  and  after  going  through 
the  various  channels  of  depositing  in  the  American  Security  &  Trust 
Co.,  and  clearing,  it  reached  us  and  was  paid  March  15,  1918,  ex- 
actly three  days  after  we  had  received  it. 

In  the  letter  of  January  17,  1918,  from  Mr.  Bird  to  Mr.  White,  he 
recites  a  good  many  things.  He  tells  of  the  things  Ihat  the  Bed 
Cross  wants  from  the  bank,  for  instance,  like  a  statement  of  the  last 
call,  a  roster  of  officers,  and  a  lot  of  deposit  slins  and  signature  cards, 
and  goes  on  to  say  (this  is  a  letter  frcm  Mr.  liird  to  Mr.  White) : 

Of  course  you  understand  the  National  Treasurer,  Mr.  .John  Skelton  WiUiams, 
has  the  selection  of  our  depositories,  but  I  wish  to  get  the  wishes  of  the  local 
manager  in  each  and  every  case. 

That  is  a  part  of  the  sentence  only.  The  balance  of  it  is  not 
important.  This  letter,  which  is  dated  January  17,  1918,  begins 
by  saying : 

Dear  Mr.  White  :  Following  up  my  letter  of  December  27 

presumably  1917 — 

asking  that  you  tell  us  what  bank  you  will  usa  for  the  funds  which  are  to  be 
subject  to  check  of  hoadquarters,  will  you  kindly  have  the  bank  chosen,  and 
send  me  the  following  for  our  files: 

• 

This  money  that  we  got  was  in  the  American  Security  &  Trust 
Co.  Mr.  Bird  was  following  it  up  from  his  office,  prodding  Mr. 
White  along  to  make  the  selection  of  a  bank,  and  I  gather  from  that 
that  the  funds  were  not  to  be  retained  in  the  American  Security  & 
Trust  Co.,  but  were  to  be  transferred  to'soms  other  bank.  Mr. 
White,  later,  on  February  12,  furnished  me  with  a  certified  copy 
of  a  resolution  passed  at  the  executive  committee  meeting  of  the 
American  National  Red  Cross  on  January  25,  showing  what  officers 
were  authorized  to  sign  and  countersign,  and  referred  to  signature 
cards,  which  is  unimportant  here.  That  I  immediately  acknowl- 
edged to  Mr.  White. 

Under  date  of  March  11,  Mr.  White  sent  me,  as  I  told  you  in  the 
beginning,  this  check,  adressed  to  me  as  president  of  the  bank, 
"with  the  request  that  you  be  so  good  as  to  cause  the  amount  in 
question  to  be  placed  to  the  credit  of  an  account,  which  I  hereby 
ask  you  to  open,  in  the  name  of  the  '  American  National  Red  Cross.' " 

And  then  he  tells  how  they  shall  be  checked  against,  simply 
repeating  former  things. 
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I  acknowledged  it  to  him,  and  I  would  like  to  put  this  in  the 
record.    It  is  a  letter  under  date  of  March  13,  1908 : 

Mabch  13,  I9ia 
Hon.  H&KBY  Whitb, 

liana ffer^  Potomtic  DiiHsian^  Anmrican  Red  Cross, 

Waskimfftan,  D.  C, 

My  Deab  Mr.  White:  Mr.  Andrus  called  yesterday  afternoon  with  your  letter 
of  the  11th  instant,  briiU^J|'a^<be^k  for. ^3^,518.11,  retired  to  therein,  and 
opened  an  account  in  the  name  of  the  **  American  National  Red  Cross.** 

We  note  by  your  letter  that  checks  drawn  against  this  account  are  to  be  hon- 
ored only  when  signed  by  Red  Cross  officials.  Whose  signatures  we  will  obtain 
from  headquarters. 

Your  favor  in  selecting  our  bank  is  very  greatly  appreciated,  the  more  so  be- 
cause tlie  account  comes  to  us  unsolicited. 

With  assurance  of  my  highest  personal  regards,  and  best  wishes,  we  remain. 
Faithfully,  yours, 

I  wanted  that  understood,  that  at  no  time  did  I  solicit  the  account 
from  the  American  Bed  Cross,  nor  would  I  have  done  it,  being  one 
of  its  officers,  a  member  of  its  finance  committee,  and  chairman  of  its 
second  Bed  Cross  war  fund  of  the  Potomac  Division. 

Going  on  to  the  next  day,  March  13,  1918,  in  this  letter  from  Mr. 
Hugh  S.  Bird,  assistant  treasurer  of  the  Bed  Cross,  to  Mr.  White, 
chairman  of  the  Potomac  Division 

Senator  Calder.  Pardon  me.    Who  is  Mr.  Bird? 

Mr.  PooLE.  He  is  assistant  treasurer  of  the  American  Bed  Cross. 

Senator  Calder.  A  Wasliington  man? 

Mr.  PooLE.  I  could  not  tell  you  that.     I  think  not. 

Senator  Calder.  Where  does  he  come  from  ? 

Mr.  Poole.  He  is  related  to  Mr.  Williams,  I  am  told.  Mr.  Wil- 
liams can  tell  you.     (Addressing  Mr.  Williams:)  He  is  not! 

Senator  Caxdi*.  He  had  been  associated  with  Mr.  Williams  in 
business,  you  understand? 

Mr.  Poole.  No.  I  was  told  that  he  was  related  to  him  in  some 
way.  But  I  do  not  know  anything  about  the  accuracy  of  that,  I 
onl^  know  Mr.  Bird  slightly.  In  this  letter  from  Mr.  Bird,  the 
assistant  treasurer,  to  Mr.  White,  the  manager  of  the  Potomac 
Division,  he  savs : 

March  13,  1918. 
Hon.  Henby  WnrrE, 

Manager  Potomac  Diviaion^  American  Red  Croifs, 

Washington,  D.  C. 
My  Dear  Mr.  WnrrE :  Yours  of  the  11th  instant  received,  and  we  note  that  you 
have  transferred  the  account  which  is  subject  to  our  check  to  tlie  Federal  Na- 
tional Bank.  We  are  at  a  loss  to  understand  how  Mr.  Andrus  so  completely 
misunderstood  our  wishes  in  regard  to  the  matter.  One  of  our  divisions,  the 
territorial,  already  has  its  account  in  the  Federal  National — 

And  I  call  your  attention  to  the  fact  that  the  balance  that  day  was 
$575.18— 

And  we  wish  the  Potomac  Division  funds  kept  in  the  American  Security  & 
Trust  Co.,  to  which  bank  we  will  immediately  transfer  the  $389,518.11. 

That  is  where  they  came  from ;  and  yet,  under  date  of  January 
17,  he  was  prodding  them  along,  to  know  why  they  did  not  select 
some  bank. 

We  inclose  herewith  signature  cards  for  Federal  National  Bank. 

We  would  appreciate  hereafter  deposits  made  to  be  subject  to  our  check,  to  be 
placed  in  the  American  Security  &  Trust  Co.,  to  the  credit  of  the  American  Na- 
tional Red  Cross. 
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I  am  taking  the  liberty  of  Inclosing  herewith  carbon  copy  of  our  letter  to  your. 
Mr.  Andrus  dated  January  8,  with  special  reference  to  the  second  paragraph 
of  that  letter. 

Very  truly  yours, 

Hugh  S.  Bnu>, 
Assistant  Treasurer^  Attierican  Red  Cross. 

The  copy  of  the  letter  I  have  not  got,  and  I  come  into  possession 
of  this  copy,  as  you  will  see,  by  its  being  inclosied  to  me  in  a  letter 
dated  March  14,  1918,  from  Henry  White,  manager  of  the  Potomac 
Division,  who  says: 

March  14,  1918. 
Mr,  John  Poole, 

President  Federal  National  Bank,    • 
Fourteenth  and  O  Streets,  City. 

Dear  Mr.  Pooijc:  I  am  In  receipt  of  your  letter  of  yesterday,  for  which  I 
thank  you,  and  I  inclose  herewith  the  copy  of  a  letter  which  I  have  just  re- 
ceived from  the  assistant  treasurer  of  the  American  Red  Cross,  with  the 
signature  cards  therein  referred  to. 

You  will  observe  therefrom  that  my  transfer  of  funds  from  the  American 
Security  &  Trust  Co.  to  your  bank  was  the  result  of  a  misunderstanding  be- 
tween Mr.  Andrus  director  of  the  bureau  of  accounting  of  this  division  and 
national  headquarters. 

I  much  regret  to  have  given  you  the  trouble  of  opening  the  account  in  ques- 
tion, only  to  have  it  transferred  back  again  to  the  American  Security  &  Trust 
Co.  Unfortunately,  I  acted  upon  a  verbal  statement  from  Mr.  Andrus  instead 
of  writing — as  I  should  have  done— to  Mr.  Bird,  the  assistant  treasurer,  for 
his  ln.structlons  In  the  matter. 
Very  sincerely,  yours, 

Henry  WnrrE,  Manager  Potomav  Division. 

The  point  about  this  is  that  in  the  earlier  letter  he  says  Mr.  Wil- 
liams has  the  selection  of  these  depositories,  and  prods  Mr.  White 
along  to  select  the  bank.  Mr.  White  tells  you  in  his  letter  of  the  later 
date  that  he  had  transferred  it  from  the  American  Security  &  Trust 
Co.  to  us,  and  we  see  by  these  other  letters  of  Mr.  White  to  Mr.  Bird 
that  the  funds  were  immediately  withdrawn  from  our  bank  and 
placed  in  the  American  Security  &  Trust  Co.  I  was  told — and  I  can 
not  prove  it  at  all — that  they  had  received  instructions  to  transfer 
those  funds  to  another  bank,  and  they  did  not  want  to  transfer  them 
to  the  other  bank,  and  they  simply  came  and  deposited  them  with  us. 
After  having  been  instructed  to  select  a  bank,  they  selected  a  bank 
and  gave  it  to  us  unsolicited.    That  is  all  the  information  I  have. 

Senator  Newberry.  Did  you  let  the  matter  of  the  Red  Cross 
deposits  drop  there? 

Mr.  Poole.  I  did  not.  I  went  over  to  see  Mr.  Harvev  D.  Gibson, 
who  is  president  of  the  Liberty  National  Bank  in  New  York,  a  man 
with  whom  I  am  well  acquainted,  and  a  bank  with  which  we  have  a 
great  deal  of  business.  I  talked  with  Mr.  Samuel  M.  Grier,  formerly 
with  the  Chesapeake  &  Potomac  Telephone  Co,  of  Maryland,  a  com- 
pany on  whose  board  I  am.  a  member.  Mr.  Grier  has  since  been 
made  vice  president  of  the  Bankers'  Trust  Co.  of  New  York.  I  told 
them  there  was  something  very  strange  about  this  that  I  could  not 
understand,  and  I  asked  th.em,  as  friends,  if  they  would  not  ivy  to 
find  out  for  me  just  what  the  real  situation  was.  A  business  which 
was  seeking  its  way  into  our  b^nk  was;  being  diverted  from  it  by  some 
outside  influence.  There  is  no  good  reason  that  is  given  there  for 
taking  that  deposit  ^way  from  U5.  We  did  not  seek  it;  it  sought  us. 
But  somebody  determine^  that  it  should  be  taken  away  from  us,  and 
it  went,  and  naturally  I  would  follow  it  up.    I  did  not  get  any  satisr 
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-faction  at  all  from  either  one  df  those  men.  I  coiild  not  leam  from 
either  one  of  them  why  that  account  was  taken  away  from  us.  If  they 
learned  thev  never  communicated  it  to  me. 

Senator  Calder.  And  you  do  not  know  even  to  this  day  ? 

Mr.  Poole.  I  do  not  know  to  this  day.  I  draw  this  conclusion, 
that  the  statements  being  before  me  that  Mr.  Williams  has  the  selec- 
tion of  these  depositories,  and  Mr.  Williams  telling  me  twice,  when 
I  sought  the  approval  of  our  bank  for  another  fund,  that  he  would 
not  approve  it  while  Mr.  Hogan  was  on  our  board,  that  Mr.  Williams 
had  something  to  do  with  the  funds  being  taken  away  from  our 
bank.  I  do  not  accuse  him  of  that,  but  I  do  say  that  it  seems  to  me 
that  is  perfectly  possible  to  have  been  the  case.  I  know  we  had  them, 
and  I  know  we  lost  them. 

The  Chair3ian.  Have  you  any  doubt  in  your  mind  as  to  the  cause 
of  the  removal  of  this  fund  ? 

Mr.  Poole.  I  do  not  know  why  the  funds  were  removed.     Yes; 

1  have  a  doubt  in  my  mind  about  it.  That  is  the  best  guess  I  have. 
Naturally,  I  have  a  doubt  until  I  am  certain  about  it,  because  I 
have  no  means  of  knowing.  But  I  do  not  think  that  is  a  bad  guess, 
when  Mr.  Williams  tells  me  positively,  emphatically,  to  my  own 
face,  that  he  would  not  approve  our  bank  for  funds  that  he  has  any- 
thing to  do  with. 

The  Chairman.  There  was  something  said  about  distribution  of 
tax  funds  to  the  local  banks. 

Mr.  Poole.  I  do  not  know  what  Mr.  Hogan  said  in  regard  to  that ; 
but  I  am  very  familiar  with  it,  and  I  will  try  to  answer  any  question 
you  want.  Perhaps  I  can  help  you  in  that.  It  has  been  customary 
m  this  District  for  many  years  for  the  Treasury  Department  to  deposit 
with  the  national  banks  of  the  town  several  millions  of  dollars. 

For  a  long  time  there  was  about  three  millions — ^the  last  few  years 
it  has  been  four  millions— distributed  among  national  banks  on  the 
basis  of  their  deposits,  as  found  in  the  comptroller's  reports.  There 
is  so  much  money  paid  in  here  in  one  month  to  the  collector  of  taxes 
that  it  would  be  a  terrific  drain  on  the  banks  to  pav  that  all  out  in 
cash  and  put  it  right  into  the  Treasury.  So  the  Treasury,  with  a 
view  to  relieving:  the  situation  somewhat,  redeposits  with  the  national 
banks  perhaps  50  to  60  per  cent  of  this  total  sum,  for  which  they  get 

2  per  cent  interest  and  the  usual  security.  It  is  deposited  returnable 
on  demand,  but  it  is  usually  returnable  the  first  payment  about  tvi^o 
months  after  deposit,  and  then  monthlv  thereafter  the  middle  of  each 
month  until  January  or  February.  This  year  the  deposit  is  beint^ 
withdrawn  50  per  cent  July  15  and  60  per  cent  the  13th,  14th,  or  15th 
of  August;  I  forget  the  exact  date,  depending  on  whether.  Sunday 
comes  in  there. 

I  rather  imagine  that  the  thing  you  have  in  your  mind  had  to 
do  with  the  deposit  of  the  tax  fimds  in  all  national  banks.  This 
year  all  national  banks  in  Washington  participate  in  those  funds 
on  a  perfectly  equitable  basis. 

The  Chairman.  Do  you  mean  since  the  incumbency  of  Secretary 
Glass? 

Mr.  Poole.  Yes.  For  several  years  back.  I  do  not  know  how  many, 
but  I  could  find  out,  or  you  can  find  out,  the  calculations  were  made 
to  find  out  how  much  each  national  bank  would  get  out  of  a  certain 
sum  of  money,  we  will  say  four  millions,  and  then  deposits  were  made 
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111:^11  of  those  national  banks  except  the  Eiggs.  I  do  not  kno^ 
whether  that  is  what  you  are  after  or  not. 

Senator  Fletcher.  Has  the  Federal  always  had  its  full  share  ? 

Mr.  Poole.  We  have  always  had  our  full  proportionate  share ;  yes, 
sir.  Personally,  I  liave  always  felt  that  the  Kiggs  ought  to  have  had 
their  share.  I  have  nothing  to  do  with  that,  but  I  am  just  express-: 
ing  an  individual  thought. 

The  Chaikman.  Mr.  Hogan  testified  with  regard  to  the  examina- 
tions of  the  banks  that  the  examinations  are  required  by  law  twice 
every  year.  I  think  he  stated  that  about  the  time  this  controversy 
was  on  with  the  Riggs  Bank  the  examiners  were  so  busy  ascertaining 
the  condition  of  that  bank  that  they  did  not  examine  the  other 
national  banks  in  Washington.    Have  you  any  knowledge  of  that? 

Mr.  Poole.  I  only  have  knowledge  of  the  times  that  they  ex- 
amined our  bank.  I  do  not  know  about  the  examinations  of  other 
banks. 

The  Chairman.  Was  there  any  time  in  which  they  failed  to  ex- 
amine vour  bank  twice  a  year? 

Mr.  IPoole.  Yes;  and  of  that  condition  we  have  no  complaint  to 
make  at  all.  But  it  is  true  that  we  were  not  examined  twice  regularly 
yearly. 

The  Chairman.  That  is  all. 

Senator  Fletcher.  What  time  was  that? 

Mr.  Poole.  We  had  one  examination  in  1913.  We  had  one  ex- 
amination in  1914.  We  had  one  examination  in  1915.  We  had  one 
examination  in  1917. 

The  Chairman.  None  in  1916? 

Mr.  Poole.  Two  in  1916,  two  in  1918,  and  only  one  so  far  this  year, 
but  that  was  natural.  This  is  only  the  first  half.  We  caught  that 
in  the  first  half. 

The  Chairman.  Do  any  other  members  of  the  committee  wish  to 
ask  Mr.  Poole  any  questions?    If  not,  Mr.  Poole,  I  think  that  is  alL 

Senator  Fletcher.  Do  you  know,  Mr.  Poole,  whether  these  Emer- 

?;ency  Fleet  Corporation,  funds  about  the  time  they  were  withdrawn 
rom  your  bank  were  actually  deposited  after  that  in  the  Treasury 
of  the  United  States? 

Mr.  Poole.  I  do  not  know  that 

Senator  Fletcher.  I  have  the  impression  that  they  were  with- 
drawn from  banks  and  put  into  the  Treasury  about  that  time.  I  did 
not  know  whether  you  knew  of  that  or  not 

Mr.  Poole.  Is  that  all,  Senator? 

The  Chairman.  Yes,  Mr.  Poole. 

(The  witness  was  thereupon  excused.) 

The  Chairman.  Mr.  Jones,  of  Philadelphia,  is  not  here  at  this  time. 
I  did  not  request  him  to  appear  this  morning,  because  I  was  under  the 
impression  that  Mr.  Poole  would  take  the  morning,  and  that  the  com- 
mittee would  then  want  to  adjourn  and  attend  the  meeting  of  the 
Senate.  He  was  here  two  or  three  days  last  week,  but  did  not  have  an 
opportunity  to  testify,  and  I  thought  that  when  we  asked  him  to 
appear  again  we  ought  to  fix  the  day  when  he  certainly  could  be 
heard.  There  are  no  other  witnesses  here  this  morning.  I  under- 
stand that  Congressman  McFadden  is  present,  but  that  he  is  not 
prepared  to  go  this  morning. 

Mr.  McFadden.  The  reason  for  that  is,  Mr.  Chairman,  that  if  I  do 
start  in  it  would  take  some  considerable  time,  and  owing  to  the  deaAk 
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6f  a  relative,  I  am  having  to  leave  the  city  this  afternoon,  and  I  would 
prefer,  if  it  is  possible,  to  appear  at  a  later  date. 

The  Chairman.  I  know  of  no  i-eason  why  Mr.  Williams  can  not 
fuaswer,  if  he  is  prepared  now,  the  witnesses  who  have  already  testi- 
fied, with  the  understanding  that  he  shall  have  an  opportunity  to 
answer  other  witnesses  as  they  are  brought  on.  Are  you  ready  to  go 
on,  Mr.  Williams. 

Mr.  Williams.  I  am,  sir. 
^    The  Chairman.  All  right.     We  may  as  well  go  ahead  until  12 
b'clock.    You  may  proceed  until  12  o'clock,  Mr.  Williams. 

6TATEMEHT  OF  HON.  JOHN  SKELTON  WILLIAMS,  COMPTEOLLEE 

OF  THE  CUEBENCT. 

Mr.  Williams.  Mr.  Chairman,  if  it  would  be  agreeable  to  the  com- 
mittee, I  should  like  to  take  up  the  Cooper  matter  where  we  left  off. 

The  Chairman.  You  may  proceed  in  j^our  own  way,  Mr.  Williams, 
as  far  as  the  chairman  of  the  committee  is  concerned. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  in  beginning  the 
istatement  which  I  am  about  to  make,  1  venture  to  express  the  hope 
that  I  will  not  be  interrupted  unless  some  Senator  ^^sires  to  interrupt 
me  and  ask  me  some  question,  which  then  I  should  be  very  happy  to 
answer,  of  course. 

I  shall  now  show  you  the  falsity  of  Mr.  Cooper's  declaration  to  the 
committee  that  I  had  sent  for  the  directors  of  the  United  States 
Savings  Bank  and  Union  Savings  Bank  and  had  endeavored  to  get 
them  to  call  Mr.  Cooper  off  in  his  opposition  in  my  confirmation.  I 
will  submit  to  you  letters  from  the  only  directors  for  whom  I  sent, 
Messrs.  Milbum  and  Anderson,  which  shows  that  there  was  no  ground 
for  his  charges,  but  that,  on  the  contrary,  I  had  informed  them  both 
that  I  would  prefer  Mr.  Cooper's  opposition  to  his  support. 
^  Here  is  a  letter,  first,  from  Mr.  W.  W.  Anderson,  Union  Trust 
Building,  Washington,  D.  C,  July  8,  1919 : 

[W.  W.  Anderson,  room  521,  Union  Trust  Buildlnsr,  Washington,  D.  C] 

Hon.  John  Skelton  Wiixiams, 

Comptroller  of  the  Currency,  Washington,  D,  C. 

Deab  Sib  :  I  beg  to  acknowledge  the  receipt  from  you  of  this  date  the  foUow- 
ing  letter : 

Treasury  Department, 
offrce  of  the  comi>troller  of  the  currency', 

Washington,  July  8,  1919. 
Mr.  W.  W.  And?jison,  Washington,  D.  C. 

Dear  Sir  :  The  following  extract  is  taken  from  pages  211  and  212  of  the  hear- 
ing before  the  Committee*  on  Banking  and  Currency  of  the  United  States  on 
February  17,  1919: 

"  Senator  Hitchcock.  You  have  said  all  y<»u  care  to  say  concerning  your  con- 
versation with  Messrs.  Lyon  &  Lyon  and  Mr.  Milbum  and  other  officers  of  the 
bank? 

"  Mr.  WnxiAMS.  Those  were  the  only  three  officers  of  the  Union  Savings  Bank 
th&t  I  had  any  conversation  with.  I  think  they  were  the  only  officers  of  the 
bank  so  far  as  I  recall — I  did  not  know  any  of  them. 

'  "  Senator  Hftchcock.  Did  you  call  In  any  of  the  officers  or  directors  of  the 
other  bank? 

"  Mr.  Williams.  Then  for  the  reasons  set  forth  as  to  the  Union  Savings  Bank 
and  apprehending  the  effect  it  would  have  ujKjn  any  other  bank  with  which 
Wade  Cooper  was  eonnecteil,  who  was  doing  the  advertising  in  the  Newark 
paper,  and  fearing  that  i)erhaps  some  other  comments  might  be  publlshecl  1u 
^ther  par)ers,  I  looked  through  the  list  of  stockholders  of  the  United  States 
Havings  Bank  and  saw  tliat  Mr.  Anderson,  whom  I  had  never  had  the  pleasure 
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of.  knowing  before,  was  the  largest  stockholder  in  that  bank.  I  therefore  had 
my  office  to  arrange  and  request  Mr.  Anderson  to  call  at  the  comptroller's 
office.    Mr.  Anderson  is  in  the  room  now. 

''  I  went  over  substantinUy  the  same  grounds  with  him  wliich  I  liad  with 
Mr.  Milbum,  and  also  took  pains  to  Impress  upon  him  the  fact  that  it  was  a 
solemn  duty  I  felt  I  owed  to  him  as  a  director  and  stockholder  of  tlie  bank  to 
inform  him  of  the  activities  of  the  president;  that  had  it  not  been  for  the  re- 
stiaining  hand  of  the  comptroller's  office,  I  felt  sure  the  bank  would  have  got- 
ten in  trouble  long  before  this,  but  Mr.  Cooper  was  apparently  going  ahead 
without  the  knowledge  of  his  directors  or  shareholdws  in  his  propaganda,  and 
I  therefore  thought,  if  Mr.  Milbum  was  not  informed,  althou^  a  vice  president 
of  the  bank,  as  to  these  activities  of.  Mr.  Ck>oper,  that  probably  the  directors  of 
the  United  States  Savings  Bank  were  in  the  same  condition.  I  thereupon  had 
this  conversation  with  Mr.  Anderson  and  told  him  exactly  what  was  being 
done. 

"  Senator  Hitchcxkk.  Did  you  ask  oitlier  or  any  of  tliese  gentlemen  to  have 
Mr.  Cooper  drop  this  agitation? 

"*  Mr.  Wtixiams.  On  the  contrary,  I  asked  them  please  to  understand  that  I 
would  prefer  Mr.  Cooper's  opposition  to  his  support  I  do  not  see  Mr.  Milburn 
here,  but  Mr.  Anderson  is  here,  and  I  have  no  doubt  he  will  corroborate  that 
statement.  I  did  not  ask  either  of  them  to  do  it,  but  I  felt  it  was  simply  an 
injustice  to  the  hank  to  linvc  the  hunk  advertised  in  thut  dnnrerons  wav.  on  it« 
letterheads,  by  letters  signed  by  its  president,  as  was  being  done  in  the  letter 
to  the  Newark  Newa 

'•  Senator  Hitchcock.  Did  you  make  any  suggestions  as  to  what  they  should 
do? 

'*  Mr.  Williams.  I  did  not.  I  said,  '  I  want  to  inform  you  gentlemen  as  to 
what  is  t>eing  done  and  the  way  your  bank's  paper  is  being  used — these  letters 
being  sent  out,  letters  containing  obvious  misstatements  on  their  face — and  I 
think  you  should  know  of  it.*  And  I  said  to  Mr.  Anderson,  as  I  said  to  Mr. 
Milbum,  *  This  is  not  for  the  purpose  of  having  you,  as  far  as  I  am  concerned, 
to  call  Mr.  Cooper  ofP.  or  to  have  him  cea.se  his  personal  activities  of  any  sort, 
but  I  want  to  protect  the  bank.    I  prefer  his  opposition  to  his  support.* " 

.  I  will  thank  you  to  state  whether  or  not  my  statement  before  the  committee  as 
quoted  above,  relating  to  the  conversation  which  I  had  with  you  in  February, 
1919,  when  I  requested  you  to  call  at  the  Comptroller's  office  and  showed  you 
the  photostat  copy  of  the  letter  which  Mr.  Wade  H.  Cooper  had  sent  to  the 
Newark  Evening  News  Ls  in  accardance  with  the  facts  as  you  know  them  to  be. 
Very  truly  yours, 

Jifo.  SKELTOif  Williams. 

In  accordance  with  my  recollection  the  extract  quoted  by  you  from  pages  211 
and  212  of  the  hearing  before  the  Banking  and  Currency  Committee  of  the 
United  States  Senate  Febmary  17,  1919,  is  practically  the  gist  of  our  convena- 
tion  to  which  you  refer. 
Very  truly  yours, 

W.  W.  Akdeboov. 
The  letter  from  Mr.  Milburn  is  as  follows : 

[Mllbarn,  Heister  &  Co.,  Architects,  WashiDgtoo,  D.  C] 

July  8, 191^. 
Hon.  John  Skexton  Wiijjams, 

Treaxvry  Department,  M'ashinffton,  D.  C. 

Deab  Sir  :  I  am  in  receipt  of  your  letter  of  the  5th  Instant  and  carefully  noted 
the  contents  thereof. 

I  have  not  that  here.    I  ask  that  you  put  in  my  letter  of  the  5th. 

Senator  Henderson.  Is  you  letter  or  the  5th  similar  to  the  letter 
to  Mr.  Anderson  ? 

Mr.  Williams.  Yes,  sir,  along  the  same  lines.  I  ctvUed  attention 
in  that  letter  to  the  fact  that  I  had  sent  for  Mr.  Milbum  in  February, 
that  that  was  the  only  occasion  when  I  had  sent  for  him,  and  I  hmd 
not  seen  him  since  or  communicated  with  him  in  any  way  except 
on  an  occasion  when  he  voluntarily  came  into  my  office  with  Measrs. 
Lyon,  of  counsel  for  the  bank. 
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If  my  recollection  of  the  interviews  in  question  serves  me  correct,  I  am  of  the 
opinion  that  the  statement  contained  in  your  letter  as  to  what  was  said  by  yoo 
at  these  two  Interviews  was  substantially  correct. 

I  can  not  recall  you  making  any  threats  as  to  what  you  would  do.  If  I  re- 
member the  conversations  above  mentioned  you  severely  criticised  and  roasted 
Mr.  Cooper  personally  and  his  actions  as  a  bank  president,  and  further  stated 
that  he  was  not  a  fit  person  to  be  president  of  any  bank  and  that  you  felt  it  your 
duty  to  do  everything  in  your  power  to  protect  the  banks  under  your  super- 
vision. As  I  now  further  recall  it,  you  asked  this  question,  "What  would  liap- 
pen  to  the  two  bnnks  in  question  if  the  public  knew  all  the  facts  about  Mr. 
Cooper  and  his  methods?'* 

I  do  not  consider  that  I  was  intimidated  or  terrified  nor  do  I  think  either 
member  of  the  firm  of  Lyon  &  Lyon  were. 
Yours,  very  truly, 

Frank  P.  Milbubn. 

As  I  explained,  on  the  occasion  of  Mr.  Milbum's  voluntary  visit  to 
my  office  a  few  days  after  his  visit  when  I  had  sent  for  him,  he  was 
ac  ompanied  by  Messrs.  Lyon  &  Lyon.  Here  is  a  postscript  to  Mr. 
Milbum's  letter: 

Hon.  John  Skslton  Wnxixiis: 

I  have  read  your  letter  of  July  5  addressed  to  Mr.  Frank  P.  Milbum  and  the 
above  reply,  and  according  to  my  recoUection  I  think  the  statements  contained 
in  said  reply  are  correct 

R.  B.  F.  Lyon. 

Tlie  Chairman.  You  sent  for  him  in  the  first  instance? 

Mr,  Williams.  Mr.  Milbum,  yes,  because  he  was  the  vice  president 
of  the  bank  whose  name  was  on  the  letterheads  on  which  Mr.  Cooper's 
communications  were  being  sent  out,  and  in  my  letter  I  stated  exactly 
why  I  sent  fof  him.  Mr.  Chairman,  at  the  last  meeting  of  whi<m 
Mr.  Cooper  testified,  he  made  some  statement  about  some  other 
charges  which  he  desired  to  make  before  an  executive  meeting,  if 
made  at  all.  If  he  has  any  charges  that  he  desires  to  make,  I  ask 
that  they  be  made  in  open  meeting,  or,  if  those  charges  have  been 
communicated  privately  by  him  to  any  member  of  the  committee, 
I  hope  that  they  will  be  brought  out.  Of  course,  if  he  had  thought 
of  making  charges  and  has  withdrawn  them,  I  presume  that  would 
end  it. 

The  Chairman.  I  know  nothing  about  that,  Mr.  Williams.  If  he 
has  any  further  charges  to  make,  you  will  have  an  opportunity  to 
request  that  they  be  made  in  the  open,  and  I  have  no  doubt  that 
your  request  will  be  granted. 

Mr.  Williams.  Mr.  Chairman,  I  wish  now  to  submit  to  the  Com- 
mittee, and  ask  that  it  be  incorporated  in  the  record,  my  circular 
statement  of  May,  1919,  the  first  page  of  which  was  read,  I  believe, 
by  Mr.  Cooper,  and  perhaps  a  portion  of  the  second  page.  But  I  ask 
that  the  entire  circular  be  incorporated  in  the  records  of  this  meeting. 

The  Chairman.  If  ^ou  think  it  is  important,  Mr.  Williams.  But 
you  can  see  the  undesirability  of  stuffing  this  record  with  inconse- 

auential  matter.  It  is  bound  to  be  a  large  record  in  any  event,  and 
le  Government  has  to  pay  for  printing  it.  If  you  think  it  is  im- 
portant I  suppose  it  will  have  to  go  into  the  record.  But  I  hope  you 
will  be  carerul  about  it. 

Mr.  Williams.  I  think  it  is  important  in  view  of  the  remarks 
whir»h  were  made  by  Mr.  Cooper  in  regard  to  it,  and  the  portions  of 
it  which  he  read. 
The  Chairman.  Very  well. 


NOMINATION  OF  JOHN  SK£LTON  WILLIAMS.  198 

Mr.  Williams.  I  will  also  state  that  I  will  read  the  first  page,  as 
an  answer,  an  explanation,  of  why  I  sent  this  memorandum  out  to 
certain  parties  to  whom  I  thought  this  would  be  of  interest  or  of 
value. 

CBAKACTEB  AND  UiniVES  OF  OPPOSITIOIV  BEFOBK  SENATE  COMlCrrTEE  TO  OONFIRKA- 

'  TION  OF  THE  COMPTBOLLEB  OF  THE  CX7BBJENCY. 

T!ie  within  memorandum  has  be^i  pr^iared  for  those  likely  to  be  interested 
becanfle  a  number  of  bankers  have  expr^NMd  a  wish  to  know  the  facts  of  the 
matter  Inyolved,  and  there  is  reason  to  believe  that  misleadini?  and  false  \state- 
ments  directed  against  this  bureau  ha^e  been  dissemminated  by  several  of  the 
persons  referred  to  herein. 

It  is  believed,  further,  to  be  in  the  interest  of  sound  banking  to  present  these 
facts.  Our  national  banks  have  made  a  record  for  efficiency,  growth,  sound- 
ness,  and  prudent  and  honest  management  which  is  wonderful,  and  without 
precedent  in  the  history  of  commerce  in  this  country  or  any  other. 

Mr.  Cooper  (interrupting).  Mr.  Chairman,  I  do  not  like  to 
interrupt 

The  Chairman.  Mr.  Cooper,  you  must  not  interrupt. 

Mr.  Cooper.  But  I  understand 

The  Chairman.  Mr.  Cooper,  you  must  not  interrupt.  Please 
take  your  seat. 

Mr.  Cooper.  I  will  not  interrupt  if  the  chairman  insists. 

Mr.  Williams.  This  continues : 

When  the  vast  majority  of  the  nearly  8,000  national  banks  are  so  managed  as 
to  command  the  respect  and  confidence  of  the  officials  most  intimately  in  touch 
with  them,  it  is,  In  the  opinion  of  the  office  of  the  Comptroller  of  the  Currency, 
proper  and  in  the  interest  of  decent  banking,  and  especially  for  the  protection 
of  the  particular  banks  directly  concerned,  to  present  for  pitiless  publicity  or 
the  Judgment  of  the  banking  community,  transactions  and  methods  so  deserv- 
ing of  criticism  and  censure  as  those  described  within,  and  the  motives  of  the 
men  guilty  of  such  transactions,  who  have  been  the  source  of  malign  attacks 
upon"  this  office. 

The  Chairman.  Pardon  me  for  an  interruption.  Do  you  intend 
to  read  this  letter  which  you  have  ]ust  requested  to  be  printed  in 
the  record  ?     That  involves  printing  it  twice  you  understand. 

Mr.  Williams.  It  was  not  printed  in  the  previous  testimony. 

The  Chairman.  But  you  nave  just  asked  to  have  it  printed  as  a 
whole.  Now  you  are  reading  it  to  the  stenographer.  That  involves 
printing  it  twice. 

Mr.  Williams.  I  do  not  want  to  have  it  printed  twice. 

The  Chairman.  Of  course,  all  you  read  will  be-printed,  and  then 
your  letter  will  be  printed. 

Mr.  Williams.  If  I  read  it,  I  shall  not  ask  to  have  it  printed 
again. 

The  Chairman.  There  is  no  objection  to  your  proceeding  with 
that  understanding. 

Mr.  Williams  :  It  continues : 

MEMORANDUM  CONCERNING  THE  HEARINGS  BEFORE  THE  BANKING  AND  CURRENCY 
COMMITTEE  OF  THE  UNITED  STATES  SENATE  ON  THE  PRESIDENT'S  NOMINATION  OF 
JOHN  SKELTON  WILLIAMS  FOB  A  SECOND  TtHlM  AS  COMPTROLLER  OF  THE  CURRENCY. 

When  the  President  sent  to  the  Unlte<l  States  Senate  the  nominntlon  of  John 
Skelton  WllUams  to  be  Comptroller  of  the  Currency  for  a  second  term,  the  nonii- 
nation  was  referred,  as  usual,  to  the  Banking  and  Currency  Committee  for 
recommendation. 

The  committee  proceeded  to  hear  all  who  might  have  reasons  to  offer  against 
the  confirmation  of  the  nomination  or  who  had  complaints  to  present  against 
the  management  of  the  office.  Wide  publicity  was  given  this  fact  through  the 
newspapers.  ' 
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The  records  show,  however,  that  despite  the  activities  of  a  few  discredited 
bankers  and  certain  enemies  of  the  administration  only  three  witnesses  ap- 
lM»ared  before  the  Committee  in  opposition  to  confirmation. 

The  first  witneHS  was  an  official  of  two  comparatively  obscure  local  ban]». 
oi)erating  under  State  charters,  but  under  supervision  of  the  comptroller  be- 
cause doing  business  In  the  District  of  "Columbia,  which  for  several  years  have 
been  upon  a  •*  special  list "  for  close  watching,  because  of  their  reprehensible 
practices  and  mismanagement. 

The  second  witness  was  a  newspaper  reporter,  with  wliom  the  bank  ofiKdal 
above  referred  to  had  been  negotiating  for  conducting  a  "  disguised  **  propft- 
gunda  against  this  office,  for  wliich  he  had  suggested  a  *'  fee  of  $250  per  week  ** — 
although  this  same  newspaper  man  admitted  that  he  had  never  heard  anything 
which  refiecte<i  uvou  the  integrity  of  the  comptroller's  administration. 

The  third  witness  was  now  ex-Senator  Weeks,  of  Massachusetts,  the  burden 
of  whose  complaint 

The  Chairman  (interrupting).  Is  that  newspaper  reporter  the 
young  man  who  testified  in  the  former  hearings? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  And  the  man  who  had  prepared  a  statement  for 
publication  which  you  found  in  a  Turkish  bath? 

Mr.  Williams,   les. 

The  Chairman.  And  afterwards  you  summoned  this  man  befon> 
you? 

Mr.  Williams.  Yes,  that  is  the  man. 

Senator  Henderson.  I  do  not  understand  that  the  witness  found 
that  statement  in  a  public  bath. 

Mr.  Williams.  Yes,  I  found  it  myself.  (After  a  pause).  Oh,  no. 
I  did  not  find  it  in  the  public -bath.    It  was  found  m  a  public  bath. 

Senator  Henderson.  And  given  to  you  ? 

Mr.  WiixiAMS.  And  brought  to  me  by  a  man  who  I  think  was 
connected  with  one  of  the  commissions  here. 

Tbe  third  witness  was  now  ox-Senator  Weeks,  of  Massachusetts,  the  burden 
of  whose  couiplnlnt  was  his  fear  that  the  comptroller  might  be  influ^iced  by 
"enmities,"  although  In  his  testimony  before  the  committee  on  February  20 
he  frankly  said : 

*'  I  do  not  make  the  positive  statement  that  you  have  been  inflneoced  by 
enmlti(»s.  When  I  say  that  I  think  you  have  been,  I  mean  to  say  the  impres- 
sion that  the  banking  fraternity  has  it  tliat  yon  have  been  influenced.'* 

To  support  that  theory,  the  ex-Senator  referred  to  the  Riggs  Bank  case,  but 
was  promptly  reminded  that  the  decision  in  that  case  had  been  overwhelmingly 
in  the  comptroller's  favor.  He  then  cited  what  he  claimed  was  a  discrimina- 
tion In  the  matter  of  "  railroad  deposits,"  but  this  was  refuted  by  the  intro- 
duction into  the  testimony  of  a  letter  from  an  oflicer  of  thp  c*ompany  he  claimed 
had  been  discriminated  against  which  said  emphatically : 

**It  has  been  understood  that  large  amounts  of  deposits  of  railroad  funds 
have,  as  a  result  of  Federal  control,  been  drawn  from  other  banks  and  tmgt 
companies  In  New  York,  for  various  purposes  and  for  various  reasons,*'  but 
that  "  the  propriety  of  so  doing  has  not  been  questioned  by  the  company  or  its 

officers.** 

The  Banking  and  Currency  Committee  at  the  conclusion  of  the  hearings  re- 
ported the  nomination  favorably  to  the  Senate  9  to  4,  three  of  the  8#ven  Re- 
publican members  not  voting. 

The  following  excerpts  from  the  testimony  given  before  the  Banking  and 
Currency  Committee  of  the  Senate  the  Comptroller  of  the  Currency,  John 
Skelton  Williams,  prove  clearly  the  character  of  the  activities  of  Wade  H. 
Cooi)er,  the  one  bank  official  already  alluded  to,  who  appeared  before  the  Senate 
committee  during  the  entire  hearing  In  opposition  to  the  comptroller's  con- 

flrmatlon. 

(The  name  of  one  national  bank  to  which  frequent  allusion  in  the  course  of 
this  memorandum  Is  necessary.  Is  omitted  purposely  because  of  a  desire  to 
avoid  as  far  as  possible  causing  Injury  to  its  credit  or  impairing  its  usefuhiesa. 
The  discredited  individual  who  was  president  and  chiefly  responsible  for  its 
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troubles  is  now  eliminated  from  it,  and  every  means  the  comptroller's  office  can 
apply*  legally  and  properly,  to  restore  and  maintain  its  stability  will  be  used 
cheerfully.) 

KXCERFTS   FROIC    TESTIMONY    GIVEN   BEFORE   THE   SENATE   COMMITTEE   ON    FEBRUABT 

17,   1919. 

The  i±det  natioDai-bank  examiner  for  the  fifth  Federal  reserve  district  has 
submitted  to  the  CkmiptroUer  of  the  Currency  a  statement  of  the  amount  of 
money  which  was  being  borrowed  by  Wade  H.  Cooper  and  a  coterie  of  men  with 
whom  he  has  been  operating  and  exchanging  loans  from  various  banks  and 
trust  companies  in  the  fifth  and  sixth  Federal  reserve  districts,  as  shown  by 
the  latest  examinations  of  the  banks  in  which  the  loans  were  found,  covering 
principally  the  latter  portion  of  the  year  1918,  amounting  to  more  than  $C2o,000, 
exclusive  of  **  acceptances  "  and  of  indirect  obligations. 

This  does  not  Include  money  borrowed  by  Wade  H.  Cooper  and  his  brothers 
from  national  banks  outside  of  the  fifth  and  sixth  Federal  reserve  districts, 
other  than  the  portion  of  their  liabilities  to  certain  State  banks  in  North 
Cttrolina,  nor  does  it  include  their  borrowings  from  various  State  banks  in 
South  Carolina,  Georgia,  and  Florida. 

Although  Wade  H.  Cooper  had  declared  at  the  hearing  of  October  29  that 
whenever  he  borrowed  he  always  borrowed  on  collateral,  the  reports  to  this 
office  show  one  loan  of  $8,500  from  the  trust  company  in  Wilmington.  N.  C, 
of  which  his  brother.  T.  E.  Cooper  who  filed  the  charges  against  Examiner 
Trimble,  was  president,  which  was  reported  as  "entirely  unsecured."  Five* 
other  loans  making  a  total  of  about  $60,000  borrowed  by  Wade  H.  Cooper 
from  the  banks  indicated,  were  disclosed. 

The  borrowings  of  Thomas  E.  Cooper,  who  joined  Wade  H.  Cooper  in  his 
charges  against  Examiner  Trimble,  amounted  to  over  $99,000,  exclusive  of 
over  $13,000  of  indirect  loans.  Among  these  was  a  loan  of  $2,500  from  a 
national  bank  in  South  Carolina,  coUateraled  by  the  stock  of  the  Wilmington 
newspaper  which  published  an  editorial  attack  upon  the  Comptroller's  office 
which  editorial  Wade  H.  Cooper  sent  around  to  various  newspaper  editors, 
requesting  them  to  publish  similar  editorials. 

Thomas  E.  Cooper  is  a  director  in  the  "  United  States  Savings  Bank  "  [of 
Washington,  D.  C]  of  which  his  brother  Wade  H.  Cooper,  is  president.  On 
January  14,  1919,  he  swore  that  he  owned  unhypothecated  the  necessary 
number  of  shares  to  qualify  him  as  a  director,  although  the  recent  examina- 
tions show  that  every  share  of  stock  in  his  name  was  pledged  for  loans.  His 
loans  included  a  considerable  amount  of  money  borrowed  from  banks  in  Wash- 
ington ;  also  loans  from  ten  National  Banks  under  the  supervision  of  this  office, 
besides  a  considerable  number  of  State  banks« 

Lawrence  J.  Cooper,  another  brother  of  Wade  Cooper,  was  until  some  months 

ago  president  of  the  National  Bank  of .     For  many  years  i)ast 

L.  J.  Cooper  had  been  borrowing  considerable  sums  of  money  both  directly 
and  indirectly  from  the  United  States  Savings  Bank  of  this  City  [Washington] 
of  which  Wade  H.  Cooper  is  president.  He  also  had  been  obtaining  large 
sums  of  money  from  the  United  States  Savings  Bank,  on  paper  of  doubt- 
ful character,  besides  the  loans  signed  by  himself. 

A  little  over  a  year  ago  Examiner  Trimble  insisted  upon  the  elimination 
from  the  United  States  Savings  Bank  of  divers  notes  of  L.  J.  Cooper  and  his 
alUed  interests,  aggregating  between  fifty  and  sixty  thousand  dollars.  The 
direct  and  indirect  loans  of  L.  J.  Cooper  as  shown  by  statements  submitted 
by  the  Chief  Examiner,  as  above  indicated,  aggregated  more  than  $153,000, 
of  which  over  $63,000  was  direct,  and  something  over  $89,000  represented 
indirect  loans,  largely  secure<l  by  paper  believed  to  be  worthless. 

At  the  first  examination  of  the  United  States  Savings  Bank  made  by 
Examiner  Trimble  as  far  back  as  March,  1914,  the  examiner  found  that  the 
United  States  Savings  Bank  was  loaded  up  with  loans  sent  on  from  the  Cooper 
banks  in  North  Carolina  and  Georgia,  aggregating  about  $180,000,  or  nearly 
twice  as  much  as  the  entire  capital  of  the  United  States  Savings  Bank  at  that 

time.    Of  these  loans  $47,000  was  In  paper  sent  on  from  the National 

Bank  of ,  of  which  bank  L.  J.  Cooper  was  president. 

At  that  particular  examination  the  Unite<l  States  Savings  Bank  was  carry- 
ing four  excessive  loans  amounting  to  over  $66,000;  over  $9,000  of  statutory 
bad  debts  and  other  overdue  paper  amounting  to  $15,000.  At  each  examina- 
tion of  the  bank  from  that  time  on  large  amounts  of  paper  regarded  as  unde- 
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fttrable,  from  the^  Cooper  banks,  were  fonnd  nroonj;  Its  assets,  and  much  of 

'-  this  paper  has  been  severely  criticised  by  Chief  Examiners  Thomas  P.  Howard, 

J.  E.  Doughton,  and  E.  F.  Higgins,  and  by  Supervising  Examiner  Nevimham. 

While  the  examiners  in  this  district  were  endeavoring  to  eliminate  the  doubt- 
ful and  unsatisfactory  loans  sent  on  from  the National  Bank  of , 

to  the  United  States  Savings  Bank,  examiners  In  the  sixth  Fe<leral  reserve 
district  were  experiencing  great  difficulty  in  maintaining  the  solvency  of  the 
same  national  bank  of  which  L.  J.  Cooper  was  president,  which  sent  on  to 
the  bank  of  his  brother  in  Washington  these  undesirable  loans  which  bad 
been  consistently  criticized  by  each  examiner. 

Under  the  au^ices  Of  L.  J.  Cooper,  president,  the  National  Bank 

of was  l>eing  so  seriously  mismanaged  that  Its  solvency  was  threatenetL 

The  bank  has  for  several  years  been  on  the  "  Special  list "  for  frequent  ex- 
amination and  special  watchfulness.  The  irregular  transactions  and  character 
of  the  business  of  this  bank  were  such  as  to  create  grave  distrust  on  the  part 
of  the  examining  officers  as  to  its  operations.  Among  other  notes  which  were 
found  in  the  bonk*s  assets  was  one  for  $1,950  bearing  what  claimed  to  be  the 
signature  of  Mrs.  Blanche  C*K)per,  the  wife  of  the  president.  The  suspicions 
of  the  examiners  were  aroused,  but  Mr.  Cooper  assured  them  that  the  note 
was  nil  right  As  the  note  remained  in  the  bank,  an  investigation  was  made 
to  determine  its  status,  and  Mrs.  Cooper  ui)on  being  personally  notified  of 
the  n<  te  wrote  a  letter  to  the  bank,  denying  the  genuineness  of  her  signature 
and  asking  under  the  circumstances  to  be  relieved  of  the  necessity  of  giving 
.  further  details.  A  photostatic  copy  of  her  letter  is  submitted  herewith.  The 
original  of  that  letter  Ls  in  the  possession  of  the  national  bank  examiner. 

Some  time  after  the  receipt  of  Mrs.  C*)oper*s  letter  denving  th«*  genuineness 
of  her  signature,  the  note  was  paid  by  a  connection  of  the  family,  and  after 
its  payment  L.  J.  Cooper,  the  husband  of  Blanche  Cooiwr.  and  former  presi- 
dent of  the national  bank  of admitted  to  Chief  National  Bank 

Examiner  HIggins  of  the  sixth  Federal  reserve  district,  that  he  had  forged 
ills  wife's  signature  to  the  note. 

(The  letter  referred  to  in  the  foregoing  statement,  which  Mrs.  Cooper,  wife 
of  Wade  Cooper's  brother,  Lawrence  J.,  wrote  to  the  president  of  the  national 
bank  who  had  been  electe<l»to  succeed  her  husband  who  had  been  forced  to 
resign,  denying  the  genuineness  of  her  alleged  signature  to  a  $l.d50  note 
then  held  by  that  bank,  which  her  husband,  LawTcnce  J.  Cooper,  subsequently 
confessed  to  a  national  bank  examiner  that  he  had  forged,  was  as  follows: 

" May  25,  1918. 

" National  Bank, ,  President, . 

"  Deab  sib.  Your  letter  of  22nd  instant  was  delivered  to  me  by  special  de- 
livery, registered  mail.  In  this  letter  you  refer  to  a  note  dated  in  February, 
1917,  on  which  I  am  supposed  by  you  to  be  liable.  You  letter  was  the  first 
infornuition  I  had  of  any  such  note. 

"I  can  only  answer  your  letter  by  stating  positively  and  emphatically  that 
X  deny  liability  on  the  note  referred  to  in  your  letter.    Under  the  circumstances 
in  which  am  placed  I  feel  sure  that  you  can  not  expect  me  to  go  further  in 
giving  any  explanation.    I  am, 
"  Yours,  very  truly. 

Blanche  S.  (Mrs.  L.  J.  CJooper.") 

Since  the  warrants  were  Issued  in  Chicago  less  than  a  year  ago  for  the 
arrest  of  L.  J.  Cooper  for  fraud  and  for  conducting  a  confidence  game,  I  have 
been  advised  of  his  Indictment  by  the  State  courts  of  Georgia  for  other  unlaw- 
ful transactions  and  that  he  has  been  released  on  $10,(X)0  bond. 

I  ottach  herewith  copy  of  an  article  appearing  In  the  Chicago  Tribune  of 
March  13,  1918,  relative  to  warrants  which  were  Issued  for  the  arrest  of  L.  J. 

Cooper,  former  president  of  the  National  Bank  of of  charging 

him  with  fraud  and  with  conducting  a  confidence  game.  The  order  for  his 
extradition  to  Illinois  was  granted  by  the  governor  of  Georgia,  but  proceed- 
ings were  delayed  by  the  habeas  corpus  proceedings. 

In  testifying  before  the  Senate  committee  on  the  13th  Instant  Wade  H. 
Cooper  state<l  that  his  brother— I..  J.  Cooper— hul  declined  to  consummate 
a  proposed  transaction  with  the  Chicago  parties  because  he  had  become  dis- 
satisfied with  the  security  which  they  had  offered  hira.  The  report  in  the 
Chicago  Tribune  indicates  that  the  transaction  was  carried  through  and  that 
the  bonds  were  delivered  by  CJooper  to  the  Chicago  parties  In  the  Summer  of 
1917,  but  that  In  December,  1917.  when  the  coupons  were  sent  on  for  the 
collection  of  Interest  on  the  bonds  which  C5ooper  had  delivered,  it  was  then 
ascertninei]  that  the  bonds  were  not  secured  by  a  mortgage  upon  the  pr<^»QBty 
At  n-AfcIi  It  was  purported  to  be  secured. 
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When  Wade  H.  Ck>oper  was  asked  on  Wednesday,  the  12th,  why  his  brother 
did  not  go  back  to  Chicago  to  face  the  charpres  and  clear  himself,  he  replied 
that  he  was  afraid  that  he  "  would  be  fed  to  the  lions." 

I  also  attach  herewith  a  letter  from  the  chief  national  bank  examiner's 
office  in  Chicago,  stating  that  the  Chicago  complainants  decided  not  to  push 
the  case  further  simply  because  of.  the  expense  involved  in  its  prosecution 
and  in  conducting  extradition  proceedings. 

The  records  of  the  comptroller's  office  show  that  there  wns  a  continuous  and 
constant  interlacing  and  exchange  of  loans  between  these  Cooper  interests  dur- 
ing the  last  five  years,  together  with  persistent  kiting  of  checks  as  to  some 
of  the  borrowers.  The  situation  has  been  reajarde<l  by  this  office  as  an  ex- 
ceedingly dangerous  one  and  one  which  has  called  for  constant  and  unremitting 
attention  by  the  examining  officers." 

The  comptroller's  testimony  before  the  Senate  committee  set  forth 
in  some  detail  the  large  borrowings  by  the  Cooper  clique  and  the 
interlacing  loans  and  "kiting"  operations  carried  on  between  some 
of  the  small  banks  manipulated  by  this  group  of  men,  and  which 
threatened  the  solvency  of  the  institutions  with  which  they  were 
connected.  Several  of  these  banks  have  already  closed,  and  others 
are  in  a  precarious  condition. 

The  loans  to  W.  H.  Cooper  and  members  of  his  family,  some  of 
the  loans  entirely  unsecured,  and  others  collateraled  by  worthless 
or  doubtful  securities,  were  found  scattered  through  many  of  the 
banks  which  were  under  the  supervision  of  the  comptroller's  office, 
these  loans  aggregating  hundreds  of  thousands  of  dollars.  It  is 
very  plain  why  the  Cooper  brothers  shrink  from  the  supervision  of 
their  operations  by  the  comptroller's  office,  and  why  they  object 
to  a  restraining  hand. 

The  comptroller's  testimony  continued : 

In  addition  to  loans  to  the  Cooper  brothers,  their  wives,  and  near  kinsmen 
have  also  been  liberal  borrowers  from  the  banks  with  which  they  have  been 
connected.  The  records  show  various  loans  to  N.  P.  and  W.  H.  .Tenrett.  first 
cousins  of  the  Coopers,  the  money  being  borrowed  on  inndequate  and  insufficient 
security.  This  office  has  been  advised  that  N.  P.  Jen  ret  t.  a  first  cousin  of 
Wade  H.  Cooper,  who  is  shown  in  the  records  as  a  borrower,  until  a  recent 
date,  from  the  United  States  Savings  Bank,  of  which  Wnde  H.  Cooper  Is  presi- 
dent, has  been  indicted  in  connection  with  the  theft  or  disappearance  of  about 
$35,000  of  notes. 

As  to  Wnde  H.  Cooper,  he  admitted  before  the  Senate  committee  on  Wednes- 
day, the  12th  instant,  that  he  had  carried  as  an  asset  in  the  United  States 
Snvincrs  Bank  a  $4  000  note  of  one  Stubbletield,  nlthoutrh  th'^re  was  in  th<*  hank 
at  the  time  a  secret  agreement  relieving  the  maker  of  the  note  of  any  liability 
thereon.  When  asked  by  the  committee  as  to  why  this  was  done  he  stated  he 
did  so  in  order  to  avoid  making  a  charge  agnlnst  the  surplus,  wh!ch  was  scant 
at  the  time.  This  item  was  reporte<l  as  an  asset  of  the  bank  in  a  sworn  state- 
ment made  to  this  office  by  Mr.  Cooper's  bank,  and  was,  therefore,  a  false 
statement. 

Upon  another  occasion  in  an  examination  of  the  United  States  Savings  Bank 
it  was  found  that  the  bank  had  in  its  nssets  94  notes  aggregating  $8  311,  which 
were  forged,  and  that  Wade  H.  Cooper,  president  of  the  bank  had  directed  that 
an  arbitrary  charge  of  approximately  this  amount  l>e  made  to  increase  the 
equity  in  a  small  apartment  house  which  the  bank  held,  as  Cooper  at  that  time 
stated  to  Examiner  Trimble,  to  keep  this  large  loss  from  showing  in  his  re- 
ports on  account  of  his  fear,  as  he  stated,  that  if  this  loss  was  shown  it 
might  cause  a  run  upon  his  bank  and  cause  them  serious  trouble.  At  the  same 
time  the  examiner  fouml  a  sworn  confession  of  the  man  who  had  forged  the 
notes,  which  Wade  H.  Cooper  had  held  since  June  12,  1914.  No  report  had 
been  made  to  the  comptroller's  office  or  to  anyone  representing  the  Department 
of  Justice  as  to  these  forgeries. 

•  •  •  •  •  •  m 

The  *'  Bureau  of  National  Literature  and  Arts  *'  is  a  corporation  which  has 
been  through  serious  financial  difficulties  and  the  control  of  which  has  V)««^ 


198  NOMIKATIOK  OF  JOHN  8KELT0N  WILLIAMS. 

acquired  by  Wade  H.  Cooper.  The  United  States  Savings  Bank  held  In  Its 
asaets  certain  of  the  bonds  of  this  company,  which  assets  had  been  anbject 
to  criticism  by  the  examiners.  On  or  about  November,  1917,  the  banks  Md 
approximately  $77,700  of  the  bonds  of  the  Bureau  of  Literature  and  Arts  to 
Thomas  E.  c3ooper,  for  $12,4S2,  or  approximately  16  cents  on  the  doOar.  At 
about  this  time  correspondence  between  the  Messrs.  Cooper  indicates  that  tliey 
themselves  placed  a  value  of  about  40  cents  on  the  dollar  on  the  bonds*  or 
two  and  one-half  times  the  price  nt  which  they  were  sold  by  the  bank  to 
Thomas  E.  Cooper.    On  March  30, 1917,  Thomas  E.  Cooper  wrote  to  his  brotlier, 

L.  J.  Cooper,  at .  as  follows :  "  I  have  again  written  W.  EL  with  refine 

ence  to  purchasing  bureau  bonds,  but  I  do  not  think  you  need  wait  on  him  as  I 
have  no  idea  of  his  purchasing  the  bonds,  although  I  have  Increased  my  bid 
up  to  40  since  he  indicated  that  he  could  buy  them  at  40.'* 

Two  months  later,  as  shown  by  the  minutes  of  May  12,  1917,  it  appears  that 

Wade  H.  Cooper  visited and  appeared  before  the  board  of  directors  of 

the National  Bank  of '—,  of  which  L.  J.  Cooper  was  president,  and 

which  bnnk  was  then  in  a  tottering  condition,  and  persuaded  them  to  buy 
$90,000  of  the  bonds  of  the  Bureau  of  Literature  and  Arts  at  100  cents  on  the 
dollar,  taking  from  the  bank  therefor  the  sum  of  $30,000,  $15,000  of  which  was 
In  a  New  York  draft  payable  to  Wade  H.  Cooper  and  the  balance  was  delivered 
to  or  for  the  personal  account  of  L.  J.  Cooper,  the  bank's  president 

The  records  show  that  on  May  21,  1917,  L.  J.  Cooper  wrote  to  his  brother, 
D.  S.  Cooper,  at  Dunn,  N.  C,  in  part  as  follows : 

"  W.  H.  met  with  our  board  and  we  chewed  the  rag  for  two  or  three  hours. 
The  board  would  not  agree  to  buy  the  bonds  without  a  guarantee  from  W.  H. 
to  loan  money  on  them  at  5  per  cent  and  he  to  take  them  back  In  case  Mr.  J.  K. 
disapproved.  W.  H.  agreed  to  do  this  at  the  meeting  but  after  he  got  to 
drawing  up  the  resolution  and  agreement,  etc.,  he  got  a  little  skeptical  and  Is 
still  considering  whether  or  not  he  should  send  the  bonds  down  under  the 
board's  agreement 

"  I  wrote  him  a  day  or  two  ago  and  wrote  Tom  also  that  they  had  better 
send  the  bonds  on  down  and  lets  put  them  in  regardless,  that  If  they  were  dis- 
approved they  would  have  to  take  them  out,  but,  in  the  meantime,  would  give 
me  a  new  lease  so  to  speak. 

"Of  course,  if  this  Chicago  proposition  goes  through  none  of  this  will  be 
necessnry,  but  I  am  not  at  all  sure  about  it,  in  fact  I  will  not  believe  It  until  I 
come  Into  possession  of  the  real  money.  I  may  go  to  Chicago  Tuesday  nlgbt 
If  I  do,  I  will  be  there  early  Wednesday  morning  and  I  can  tell  within  a  few 
hours  what  prospects  are  for  a  sale;  in  the  meantime  if  nothing  should  de- 
velop I  shall  be  glad  to  let  you  hear." 

(The  "Mr.  J.  K."  referred  to  is  supposed  to  be  Bank  Examiner 
J.  K.  Dough  ton.) 

As  above  stated  the  transaction  referred  to  with  W.  H.  Cooper  was  con- 
summated and  the  money  paid  over  to  W.  H.  and  L.  J.  Cooper. 

Several  months  later,  the  records  show  that  the  Cooper  brothers  endeavored 

to  repurchase  from  the Bank  at  50  cents  on  the  dollar,  the  bonds  which 

in  May,  1917,  he  sold  at  100  cents  on  the  dollar.  The  transaction  was  the  sub- 
ject of  correspondence  between  the  Cooper  brothers. 

After  unloading  $30,000  of  bonds  upon  his  brother's  bank,  at  more  than  five 
times  the  price  at  which  he  sold  similar  bonds  a  few  months  later.  Wade  Cooper 
refers  to  his  brother,  whom  he  had  thus  fleeced,  in  the  following  language,  at 
the  hearing  of  the  Comptroller  of  the  Currency  on  October  29,  1918. 

"  We  made  him  [L.  J.  Cooper]  get  out  of  the  bank  because  he  was  not  at- 
tending to  his  business." 

On  May  24,  1918,  John  W.  Bennett,  formerly  a  director  of  the  Na- 

tlonnl  Bank  of ,  wrote  a  letter  to  W.  B.  Cooiier,  of  Wilmington,  In  regard 

to  this  transaction,  and  said  In  part: 

"  I  note  also  what  you  say  with  reference  to  the  Bureau  of  Literature  bonda 
As  stated  In  this  letter,  I  have  no  further  connection  with  the  bank  and  have 
no  right  to  suggejst  or  dictate  what  the  board  shall  do,  but  I  think  the  proposi- 
tion made  by  you  and  your  other  brothers  with  reference  to  these  bonds  was  no 
less  than  outrageous  and  especially  in  view  of  the  fact  that  your  brother 
appeared  before  the  board  of  directors  of  this  bank  and  over  my  protest  In- 
duced them  to  buy  the  bonds,  paying  therefor  100  cents  on  the  dollar  and  for 
you  and  your  other  brothers  to  submit  a  proposition  of  paying  one-half  that 
price  for  them,  as  I  say,  impresses  me  as  being  no  less  than  an  outrageoua 
propasftfon. 
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**  It  is  one  that  would  never  nnder  any  circumstances  be  considered  by  me  if 
I  was  connected  with  the  bank.* 

Tlie  racord  further  shows  that  six  months  after  Wade  H.  Cooper  had  inducea 

Iftc  ■■»■..     ■  National  Bank  of to  buy  the  $30,000  of  bonds  from  himself 

at  100  cents  on  the  dollar,  he  appeared  before  the  board  of  directors  of  the 
United  States  Savings  Bank  and  approved  a  transaction  by  which  the  board  of 
directors  of  that  bank,  of  which  he  was  president,  sold  to  his  brother,  Thomas 
B.  Cooper,  of  Wilmington,  the  entire  holdings  of  the  United  States  Savings 
Batik  in  bureau  bonds  at  16  cents  on  the  dollar. 

The  Bureau  of  Literature  and  Arts  was  a  close  corporation  which  was  being 
manipulated  by  Wade  H.  Cooper,  and  it  tvas  exceedingly  difficult  to  obtain  any 
information  as  to  the  actual  worth  of  the  company  bonds,  which  were  being 

carried  by  the  United  States  Savings  Bank  in  this  district 

• 

Wade  H.  Cooper  testified  before  the  Senate  committee  that  the 
Bureau  of  Literature  and  Art  was  "  controlled  "  and  managed  by 
him  and  his  associates,  and  then  admitted  that  because  of  this  situa- 
tion, and  because  of  the  ignorance  on  tlie  part  of  the  other,  bond- 
holders of  the  condition  and  business  of  the  Bureau  of  Literature  and 
Art,  of  which  he  was  a  director,  that  he,  Cooper,  had  been  enabled 
to  take  advantage  of  his  superior  information  (incident  to  his  fiduci- 
ary relationship)  to  deal  in  its  bonds  to  his  personal  benefit. 

The  Chairman.  From  who  are  quoting  now  ? 

Mr.  Williams.  Those  are  my  remarks. 

The  records  show,  however,  that  he  did  this  to  the  injury  or  loss  of  other 
bondholders — including  the  bank  of  which  he  was  president.  In  certain  cases, 
it  appears  that  in  order  to  facilitate  his  operations  with  the  bondholders  he 
deliberately  made  depreciatory  statements  in  regard  to  these  bonds,  and  at 
other  times  concealed  data  concerning  their  real  value.  His  exact  language 
regarding  his  deals  as  officially  reported  before  the  committee  was  as  follows : 

"  The  value  of  these  bonds  is  not  generally  known,  and  as  a  result  of  that,  I 
have  been  able  to  buy  them  (bureau  bonds)  at  various  prices  sometimes  paying 
as  high  as  90  cents  for  the  same,  though  a  few  years  ago  I  bought  some  of  them 
as  low  as  35  or  40  cents,  but  that  was  before  the  corporation  was  able  to  show 
guch  a  fine  statement  as  X  now  exhibit  to  you." 

Further  extracts  from  the  comptroller's  testimony  follow: 

In  November,  1917,  Examiner  Trimble  again  criticized  between  $50,000  and 
$60,000  of  loans  made  to  the  Coopers  and  their  allied  interests,  which  were 
being  carried  by  the  United  States  Savings  Bank,  and  informed  Wade  H.  Cooper 
that  these  notes  of  his  brotrters  and  their  interests  ought  to  be  taken  out  of 
the  bank. 

About  that  time  Wade  H.  Cooper  approached  Examiner  Trimble  and  calling 
his  attention  to  the  fact  that  the  United  States  Savings  Bank  had  $77,700  of 
bonds  of  the  Bureau  of  Literature  and  Arts  which  were  being  carried  on  the 
bank*s  books  at  16  cents  on  the  dollar,  inquired  whether  he  would  permit  tfte 
bank  to  dispose  of  the  bonds  at  the  price  at  which  they  were  thus  being  carried, 
If  he  (Cooper)  should  arrange  to  have  the  paper  objected  to,  amounting  to 
about  $58,000,  paid  or  removed  from  the  bank. 

Examiner  Trimble  informed  Cooper  that  the  paper  must  be  gotten  out  in  any 
event,  but  that  he  would  not  object  to  the  bank's  parting  with  $77,700  of  bureau 
bonds  at  the  price  at  which  they  were  being  carried,  provided  that  represented 
their  fair  value,  but  stating  that  as  he  was  not  informed  as  to  tlieir  real  worth,' 
If  they  were  sold  to  any  of  the  Cooper  brothel's  or  anyone  else  at  a  lower  price 
than  they  were  found  to  be  worth,  after  investigation,  in  his  opinion  he 
(Cooper)  and  the  directors  present  and  consenting  to  the  sale  would  be  liable 
for  the  full  amount  of  the  difference  between  the  price  at  which  they  might  be 
sold  and  their  actual  worth. 

This  statement  of  Examiner  Trimble  is  substantially  recorded  in  the  minutes 
of  the  meeting  of  the  directors  of  the  United  States  Savings  Bank  of  Novem- 
ber. 1917. 

In  order  to  insure  protection  to  the  bank.  Examiner  Trimble  called  W.  H. 
Zepp,  vice  president,  over  the  phone  within  a  day  or  two  of  the  examination  of 
November  21,  1917,  and  cautioned  him  that  the  bonds  o  fthe  Bureau  of  Lit- 
erature and  Arts  mnst  not  be  sold  by  the  bank  for  less  than  their  value,  and 
instructed  him  to  see  that  a  statement  to  this  effect  was  properly  lu«!t\tofe^  Vs\. 
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the  minutes  of  the  directors  at  their  next  meeting  if  the  questioii  should 
come  up. 

The  notation  in  the  minutes  was  accordingly  made  and  will  be  found  in  the 
minutes  of  the  books  of  the  bahk.    Examiner  Trimble  had  not  been  apprised 

of  the  sale  which  Wade  H.  Ck)oper  made  to  the Bank  of  $30/)00  at  100 

cents  on  the  dollar  Just  six  months  earlier  and  knew  nothing  about  the  actual 
value  of  the  bonds. 

The  records  show  that  apparently  within  a  few  weeks  of  that  time  the 

Cooper  brothers  were  endeavoring  to  buy  back  from  the  Bank  at  50 

cents  on  the  dollar  bonds  of  the  same  issue  that  Wade  H.  Cooper  approved  of 
his  bank  selling  to  his  brother,  Thomas  E.  Cooper,  at  16  cents  on  the  dollar, 
at  the  time  that  the  various  notes  aggregating  about  $58,000,  under  instructions 
from  the  examiner,  were  taken  out  of  the  United  States  Savings  Bank.  Wade 
H.  Cooper  had  steadily  contended  that  the  notes  which  the  examiner  had  re- 
quired him  to  remove  from  the  bank  were  good  and  desirable  investments  for 
the  bank  and  insisted  that  it  would  be  a  hardship  ui)on  him  for  the  examiner 
to  criticize  it. 

If  the  bonds  were  really  worth  100  cents  on  the  dollar,  the  price  at  which 
Wade  *H.  Cooper  sold  $30,000  In  May  to  his  brother's  bank,  it  would  appear 
•  that  in  approving  the  sale  of  $77,700  of  bonds  at  16  cents  he  obtained  from  the 
bank  under  false  pretenses  $65,400  or  $7,000  more  than  the  entire  face  value 
of  all  the  notes  which  were  taken  out  of  the  United  States  Savings  Bank  at 
that  time. 

If  the  bonds  were  only  worth  16  cents,  in  selling  $30,000  of  the  bonds  to  his 
brother's  bank  Wade  H.  Cooper  deprived  the  bank,  in  effect,  of  $25,200  under 
false  pretenses. 

(Briefly  stated,  the  facts  show:  That  a  few  months  after  Wade 

Cooper  had  forced  a  little  bank  in to  buy  his  bonds  at  par, 

and  while  the  bonds  were  supposed  to  be  getting  more  valuable,  he 
got  the  local  bank,  of  which  he  was  president  and  whose  interests 
he  was  supposed  to  protect,  to  sell  $77,700  of  the  same  issue  of  bonds 
owned  by  it  to  his  Wilmington  brother  at  exactly  one-fifth  of  the 
price  at  which  he  had  sold  his  own  bonds  to  the Bank. 

It  was  subsequently  claimed  that  the  price  of  "  16  "  realized  for 
the  $77,700  of  bonds  was  equal  to  20  cents  on  the  dollar  on  the  80 
per  cent  thereof  which  was  still  unredeemed;  and  that  the  bonds 

which  were  unloaded  at  "  par  "  to  the Bank  cost  that  bank 

**  par  "  on  the  80  per  cent  unpaid  thereon.  Whether  this  is  so  or 
not  it  does  not  alter  the  reprehensible  character  of  the  two  transac- 
tions. 

In  view  of  the  unequivocal  warning  given  by  the  bank  examiner 
to  the  directors,  and  recorded  in  the  minute  books,  that  if  the  "  bu- 
reau "  bonds  should  be  sold  by  the  bank  "  at  a  lower  price  than  they 
were  found  to  be  worth  after  investigation.  Cooper  and  the  directors 
present  and  assenting  to  the  sale  would  be  held  personally  liable  for 
the  full  amount  of  the  difference  between  the  price  at  which  they 
might  be  sold  and  their  actual  worth,"  the  fact  that  certain  unde- 
sirable loans  previously  imposed  upon  the  bank  by  the  Coopers  were 
taken  out  at  the  time  the  bonds  were  sold,  offers  of  course,  no  excuse 
for  the  bank's  sale  to  a  brother  of  its  president  of  $77,700  bonds  at 
one-fifth  the  price  at  which  the  president  had  shortly  before  sold  his 
own  bonds.) 

The  comptroller  further  testified : 

At  the  hearing  on  Tuesday,  the  12th,  Wade  H.  Cooper  stated  that  he  had 
never  borrowed  from  any  bank  of  which  he  was  president.  Whereupon  the 
chairman  aske<l  him  whether  any  member  of  his  family  had  borrowed.  He  ad- 
mitted that  some  of  his  brothers  had  borrowed  from  his  banks  and  Indicated 
that  that  was  all.  The  chairman  of  the  committee  pursued  the  question  further 
and  asked  whether  it  was  true  that  his  wife  had  borrowed,  to  which  Cooper 
replied  he  thought  his  wife  had  one  loan  of  less  than  $5,000,  amply  secured  by 
mllroad  bonds.  The  chairman  asked  him  if  his  stenographer  had  any  loaiUL 
He  said  he  thought  she  had  one  for  a  thousimd  or  so. 
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(When  pressed,  Cooper  also  admitted  another  loan  from  his  bank 
to  his  wife  for  $10,000  on  real  estate.) 

The  fact  Is  that  the  records  of  the  bank  show  that  there  was  in  the  hank  at 
the  time  of  the  last  examination  a  $10^90  loan,  applied  for  by  Wade  H. 
CJooper  himself,  for  the  benefit  of  his  wife,  which  was  to  be  secured  by  real 
estate,  on  an  incomplete  transaction,  although  the  money,  it  appears,  had  been 
paid  out  by  the  bank.  The  note  for  the  $10,000  paid  out  for  his  wife  was 
signed  by  a  female  stenographer  at  the  Union  Savings  Bank,  of  which  Wade 
H.  Cooper  Is  president  When  this  was  called  to  the  attention  of  the  board 
at  the  United  States  Savings  Bank,  Wade  H.  Ck>oper  then  stated  that  he 
would  have  his  wife  sign  the  note  and  assume  the  obligation. 

Senator  Fletcher.  How  generally  did  you  circulate  that  letter? 

Mr.  Williams.  I  took  pains  to  circulate  that  letter  in  places  where 
I  had  reason  to  believe  that  the  Coopers  w^ere  circulating  false  state- 
ments in  regard  to  the  comptroller's  office.  I  told  a  good  many  of 
the  directors  in  Washington,  not  all  of  them,  of  the  banks  here. 
I  sent  them  to  banks  in  North  Carolina  and  South  Carolina  where  I 
had  been  informed  that  he  or  his  brothers  were  putting  out  false 
and  misleading  statements  in  regard  to  the  facts;  and  I  think  also  in 
Georgia  and  possibly  in  certain  other  States;  but  I  desire  to  say  tJiat 
they  were  circulated  under  paid  postage. 

The  Chairman.  They  were  pretty  generally  circulated? 

Mr.  Williams.  No;  I  can  not  say  that  they  were  generally 
circulated. 

The  Chairman.  You  said  in  other  States. 

Mr.  Williams.  I  suppose  there  may  have  been — well,  perhaps 
from  a  thousand  to  2,000  copies. 

The  Chairman.  Sent  out? 

Mr.  Williams.  Yes.  May  I  just  finish  this? 

Senator  Fletcher.  I  thought  you  had  finished. 

Mr.  Williams.  Tliat  is  the  end  of  the  excerpts.  If  you  would 
like  to  find  out  from  my  office,  I  can  find  out  approximately  how  many 
were  sent  out. 

The  Chairman.  I  will  take  your  statement — ^between  1,000  and 
2,000  copies,  you  said. 

Mr.  Williams.  A  national  bank  president  of  high  character  and 
standing,  the  former  president  of  the  bankers'  association  of  his 
State,  in  a  letter' to  this  office  concerning  the  reprehensible  methods 
and  practices  of  bank  officials  of  a  certain  type,  wrote  under  date 
of  March  3, 1919,  as  follows : 

I  have  been  In  the  banking  business  too  long  not  to  recognize  at  once  the 
source  from  wiikh  the  opposition  of  your  confirmation  comes.     Such  people 

♦  *  *  have  no  place  In  our  business.  A  banker  must  possess  both  honesty 
and  brains.  This  fellow  has  neither.  *  *  *  Such  people  are  a  menace  to 
the  business.    We  have  been  troubled  with  them  here  for  a  third  of  a  century. 

♦  *  *  But  for  *  ♦  ♦  assistance  just  an  exact  duplicate  of  this  ♦  ♦  ♦ 
banker  would  have  gone  to  the  scrap  heap.  To  be  frank,  It  would  have  been 
better  if  we  had  let  him  go.  Time  and  time  again  we  have  been  called  on  to 
help  pull  these  kind  of  people  out  of  trouble.  *  ♦  ♦  They  constantly  violate 
the  rules  of  the  game  and  take  every  possible  short-cut  to  somebody's  pocket- 
book. 

Fight  them  to  a  standstill.  ♦  ♦  ♦  The  more  you  fight  them,  the  finer  the 
things  you  accomplish  and  the  more  the  business  will  have  to  thank  you  for. 

♦  *     *    The  junk  pile  Is  the  place  they  belong. 

The  Chairman.  The  committee  will  adjourn  until  to-morrow 
morning  at  10  o'clock. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
to-morrow,  Tuesday,  July  15, 1919,  at  10  o'clock  a.  m.) 
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Unitbd  States  Sbnatb,; 
-    Committex  on  Banking  and  CuRBiitita, 

Waahingtofi^S.  C. 
The  committee  met,  pursuant  to  adjourmnent,   at   IClSt  o'clock 
a.  m.,  in  tlie  committee  room,  Senate  Office  Building,  Senator  George 
P.  McLean  presiding. 

Present:  Senators  McLean   (chairman),  Page,  Oronna,  Freling- 
huysen,  Calder,  Newberry,  Keyes,  and  Henderson. 
The  Chaibman.  The  onmnittee  will  be  in  order. 

STATEMENT  OF  HOH.  JOHN  SKELTON  WILLIAMS— Besomed. 

The  Chairman.  Have  you  finished  with  your  statement  in  regard 
to  the  letter  that  you  put  in  yesterday  ? 

Mr.  WiLUAMs.  Yes,  sir. 

The  Chairman.  Have  you  the  letter  there? 

Mr.  Williams.  You  mean  the  memorandum? 

The  Chairman.  Yes. 

Mr.  Williams.  I  have  a  copy  of  it.  It  was  given  to  the  stenog- 
rapher. 

The  Chairman.  Of  course,  we  will  have  to  send  that  to  the  printer. 

Mr.  Williams.  Mr.  Birkhead,  will  you  give  the  Senator  a  copy  of 
the  May  memorandum? 

The  Chairman.  I  want  to  ask  you  a  Question  in  regard  to  that 
I  think  in  that  memorandum  you  statea  that  some  of  the  banks 
belone^ing  to  what  you  denominated  the  "  Cooper  clique  ^  had  been 
closed  on  account  of  the  management,  that  they  had  kited  checks, 
and  they  had  credits  that  were  unsecured  amounting  to  himdreds  of 
thousands  of  dollars,  if  I  remember  correctly.  That  was  the  sub- 
stance of  .one  of  the  claus^  in  that  memorandum. 

Mr.  Williams.  Interlacing  of  loans,  kiting  of  checks,  and  ii'regular 
dealings. 

The  Chairman.  And  that  applied  to  the  banks,  as  you  stated, 
belonging  to  the  Cooper  clique.  You  sent  out  one  or  two  thousand 
of  these  Tetters  over  tne  country.  What  was  your  purpose  in  doing 
that? 

Mr.  Williams.  I  endeavored  to  make  it  clear  on  the  face  of  the 
circular.    May  I  call  your  attention  to  that?    That  states  it  exactly. 

The  Chairman.  I  do  not  think  it  does. 

Mr.  Williams.  That  was  my  motive,  Senator. 

The  Chairman.  Just  repeat  your  motive  in  a  word. 

Mr.  Williams.  It  is  expressed  succinctly  in  that  one-page  state- 
ment.   I  will  read  that,  with  your  permission. 

The  Chairman.  I  prefer  that  you  ^ould  answer  my  question,  if 
you  can,  just  to  save  time. 

Mr.  Williams.  I  found  that  the  Coopers  were  circulating  false- 
hoods and  damagin^^  statements  in  regard  to  the  activities  of  the 
comptroller's  office,  the  office  of  the  Comptroller  of  the  Currency. 
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The  Chairman.  That  is  enough.    Your  purpose  was  to 

Mr.  Williams  (interrupting).  Counteract  those  false  statements^ 
and  to  show  the  real  motives  which  were  actuating  what  I  conceived 
to  be  the  pix)se^ution  in  this  case. 

The  Chairman.  It  was  not  your  porpoBe  to  protect  the  depositors 
of  these  banks? 

Mr.  Williams.  It  was  both.  Senator. 

Tlie  Chairman.  It  is  your  idea,  then,  that  malting  public  the  wesk 
condition  of  a  bank  is  the  proper  way  to  protect  the  stockholders  and 
the  depositors? 

Mr.  Williams.  I  think,  Senator,  when  practices  are  found  to  be 
going  on  persistently  and  consistently  in  the  management  of  a  bank, 
and  that  instead  of  getting  better  m  some  cases  they  are  getting 
worse,  and  there  has  b  en  no  sufficient  remedy  applied,  the  stock- 
holders themselves  ought  to  be  informed  of  those  conditions,  and  that 
the  public  is  entitled  to'  that  information. 

Tlie  Chairman.  The  stockholders;  but  why  the  public? 

Mr.  Williams.  I  think  the  public  are  entitled  to  know  the  char- 
acter of  the  institution. 

The  Chairman.  These  banks  of  Mr.  Cooper's  are  both  running 
concerns  to-day,  are  they  not? 

Mr.  Williams.  I  think  largely  due  to  the  activities  of  the  comp- 
troller's office  in  preventing  the  reprehensible  practices  which  we 
have  been  trying  to  eliminate  from  tnem. 

The  Chairman.  But  they  are  solvent  concerns? 

Mr.  Williams.  As  I  say,  owing  to  th?  activities  of  the  comptroller's 
office  in  watching  them  and  keeping  them  on  the  special  list  for  fre- 
quent examination. 

Senator  Page.  If  they  are  not  solvent,  you  could  not  properly 
allow  them  to  continue,  could  you? 

Mr.  Williams.  Not  permanently.  Occasions  sometimes  arise  when 
there  is  a  question  as  to  the  solvency  of  a  bank.  When  that  question 
does  arise,  the  comptroller's  office  uses  every  effort  that  it  can  to  place 
it  in  a  solvent  condition,  or  to  restore  it  to  solvency,  rather  than  close 
it,  if  there  is  a  chance  or  a  good  hope  ahead. 

Senator  Newberry.  Did  1  understand  you  to  say  that  tile  condi- 
tion of  these  banks  was  growing  worse,  and  that  the  comptroller's 
office  intervened  to  correct  that  ? 

Mr.  Williams.  The  condition  has  been  thoroughly  unsatisfactory 
and  dangerous,  as  I  have  explained  in  the  testimony  here,  to  which  1 
refer  you.  In  one  of  the  earlier  examinations  it  was  found  that 
nearly  twire  the  capital  of  the  bank  had  been  invested  in  loans  of 
more'or  less  doubtful  character,  coming  up  from  the  Cooper  coterie 
of  the  banks  in  the  South.  We  have  been  endeavoring:  earnestly 
and  diligently  to  eliminate  paper  of  that  character.  There  were 
notes  made  by  Cooper  and  his  brothers  and  their  associates,  and  their 
various  so-called  corporations.  Sometimes  they  were  dummy  obli- 
gations, the  obligation  of  one  member  of  th?  Cooper  family  appar- 
ently, when  the  evidence  indicated  that  the  proceeds  had  isrone  to 
somebody  else,  and  imder  conditions  which  were  not  creditable. 

Senator  Newberry.  I  have  read  over  all  the  hearings  that  were 
held  in  February  and  March,  and  I  gained  the  impression  that  the 
conditions  of  those  banks  were  deplorable  when  Mr.  Cooper  became 
president.    I  did  gather  also  the  impression  that  they  had  contin- 
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ually  grown  financially  stronger  under  his  management.    Am  I 
wrong  m  that? 

Mr.  Williams.  There  has  been  sgi  improvement. 

Senator  Newberry.  They  have  improved  ? 

Mr.  Williams.  As  the  result  of  the  insistence  by  the  comptroller's 
office  on  the  instructions  which  had  been  given  from  time  to  time 
by  the  examiners. 

The  Chairman.  After  they  had  been  improved,  this  hearing  came 
up  last  February.  You  felt  that  the  proper  way  to  conserve  the 
interests  of  the  bank,  the  depositors,  and  the  stockholders  was  to 
publish  the  fact  that  the  banks  owned  by  the  Cooper  clique  were 
unsound,  some  of  them  had  been  closed,  and  that  their  securities 
consisted  of  hundreds  of  thousands  of  dollars  of  unsecured  paper. 
That  is  your  idea  of  the  duty  of  the  Comptroller  in  conserving  going 
concerns,  is  it? 

Mr.  Williams.  It  is  my  idea  as  Comptroller  of  the  Currency*  that 
the  deplorable  condition  of  things  that  we  found  in  the  Cooper  banks 
should  be  prevented  and  corrected  and  remedied  at  any  cost.  I  felt, 
Mr.  Chairman  and  gentlemen,  and  I  believe,  that  if  Mr.  Cooper  had 
been  permitted  to  continue  what  appeared  to  be  his  determined 
course  the  banks  would  have  been  closed,  would  have  become  insolv- 
ent, and  I  believe  that  the  interest  of  the  stockholders  and  owners 
of  the  bank  would  have  been  safer,  and  would  have  been  preserved, 
in  the  hands  of  the  courts  rather  than  in  the  hands  of  the  reckless 
and  irresponsible  management  which  has  characterized  the  conduct 
of  some  of  those  banks. 

The  Chairman.  As  I  understand  it^  you  were  not  thinking  at  the 
time  of  protecting  your  tenure  of  office  in  this  way,  but  you  were 
thinking  solely  of  the  banks,  and  the  proper  way  to  preserve  their 
solvency  ? 

Mr.  Williams.  I  am  sorry  that  you  have  drawn  that  conclusion 
from  anything  I  have  said,  because  that  was  not  my  intention.  I 
thought  it  was  important  to  have  the  public  informed  as  to  the  char- 
acter and  the  management  of  some  of  these  banks  on  the  one  hand, 
and  I  thought  it  at  the  same  time  of  very  great  importance  that  the 
authority  and  confidence  in  the  comptroller's  office  and  administra- 
tion, if  it  was  entitled  to  confidence,  should  be  preserved,  and  that 
the  true  facts  should  be  brought  before  the  public  and  the  banks, 
the  shareholders,  and  directors. 

The  Chairman.  I  think  that  is  all. 

Senator  Henderson.  Mr.  Williams,  did  you  send  the  letter  that 
you  used  yesterday  in  your  testimony,  and  that  has  just  been  re- 
ferred to,  to  any  of  the  stockholders  of  these  banks? 

Mr.  Williams.  I  think  we  did.  I  think  we  sent  them  to  the  stock- 
holders of  both  of  the  banks,  either  that  last  circular  of  May  or  the 
previous  edition  of  it.    That  is  my  impression. 

Senator  Henderson.  Your  object  in  doing  that  was  what? 

Mr.  WiLUAMS.  Was  to  inform  the  banfe  of  conditions,  so  that 
they  might  aid  in  protecting  the  banks. 

Senator  Henderson.  To  inform  the  stockholders  of  the  condition 
of  the  banks? 

Mr.  Williams.  Yes.  I  think  thev  were  sent  to  the  stockholders, 
then  were  were  sent  out  generally.  My  recollection  is  that  they  were 
sent  first  to  the  directors,  then  later  on  to  the  stockholders,  and  when 
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we  heard  of  the  untrue,  false,  and  dama^ng  statements  which  were 
bemg  put  out  by  Cooper  and  that  coterie  in  regard  to  those  banks,  I  • 
thought  it  proper,  in  order  that  the  office  should  appear  in  a  projpier 
position  before  the  banks*,  which  il  was  endeavoring  to  supervise  to 
the  best  of  its  ability,  that  they  should  know  of  the  real  conditions. 

Senator  Frelinouuysen.  The  hearings  of  the  committee  were 
available  to  you,  were  they  not?  You  could  have  procured  copies 
of  the  hearings,  could  you  not?  . 

Mr.  WiujAMs.  I  had  copies  of  them. 

Senator  Frelinghui'sen.  Would  it  not  have  been  fairer  to  liave 
sent  these  bankers  who  asked  jou  for  this  information  a  copy  of  the 
hearings,  so  that  they  might  judge  of  their  character?  You  placed 
your  own  construction  on  this,  and  have  not  only  sent  it  to  the 
number  of  bankers  who  inquired,  but  you  sent  broadcast  your  views, 
your  opinions,  regarding  the  witnesses  before  this  committee.  1 
would  like  to  know  your  object  in  doing  that. 

Mr.  WiixiAMS.  I  thought,  Senator,  that  it  would  be  more  effective, 
and  that  they  would  get  a  better  idea  of  the  real  facts  and  the  truth 
of  the  case,  \f  they  should  be  given  some  of  the  high  points  of  the 
testimony,  which  t  endeavored  to  present  in  that  circular  of  12  pages. 
I  did  not  believe  it  would  be  as  effective  if  I  sent  several  hundred 
pages  of  printed  testimony  as  if  I  should  send  excerpts.  I  want  to 
say  right  now  that  that  statement  of  mine  in  no  wise  gives  on  any 
point  an  unfair  impression  of  what  the  real  facts  are.  There  is  no 
point  made  in  that  paper  the  absolute  cori*ectness  of  which  I  am  liot 

Srepared  to  substantiate,  and  I  think  it  would  have  given  a  grossly 
istoi*ted  impression,  if  it  had  been  accepted  as  of  any  import  or 
consequence  by  those  who  might  have  received  it,  if  we  haa  given . 
the  testimony  of  Mr.  Cooper,  which  I  am  prepared  to  show  in  every 
essential  particular  was  grossly  false,  gentlemen. 

The  Chairman.  That  is  your  opinion. 

Mr.  Williams.  I  am  prepared  to  substantiate  it  by  written  records 
on  any  point. 

Senator  Frelimghutsen.  This  is  the  first  time  I  have  seen  this 
memorandum,  Mr.  Chairman.  I  think  that  the  committee  ought 
to  ask  for  the  complete  copy  of  this  last  letter. 

The  Chairman.  It  is  in  the  record.  You  read  it  all,  did  you  not, 
Mr.  Williams? 

Mr.  Williams.  I  read  that  circular. 

Senator  Frelinohuysen.  I  mean  the  letter  from  the  banker  on 
March  3. 

/The  Chairman.  Mr.  Williams,  will  you  give  the  stenographer  full 
copies  of  all  the  letters  you  quoted  from? 

Mr.  Williams.  If  the  committee  desires  it. 

Tlie  Chairman.  I  think  that  is  a  good  suggestion. 

Mr.  Williams.  Anything  else.  Air.  Chairman? 

The  Chairman.  You  may  pro<*eed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  pi*esented  yester- 
day letters  from  Mr.  Milburn  and  Mr.  Anderson,  showing  that  the 
statements  and  charges  made  to  tlie  effect  that  I  had  endeavored  to 
call  Mr.  Cooper  off  were  wholly  without  foundation ;  that,  on  the 
contrary,  when  they  came  to  my  office  I  told  them  I  would  prefoT  his 
opposition  to  his  support.     I  did  not  have  at  hand  a  copy  of  my 
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letter  to  Mr.  Milburn  to  which  his  was  a  reply.    I  now  put  in^the 
record  the  letter  of  July  5,  1919,  as  follows: 

July  5,  1919. 
Frank  P.  Milburn,  Esq., 

Vice  President  and  Director,  Union  Savings  Bank,  Washington,  D.  C. 

Dear  Sir  :  At  a  meeting  of  the  Banking  and  Currency  Committee  of  the  Sen- 
ate on  Tuesday,  February  11,  1919,  Mr.  W.  H.  Cooper,  president  of  the  Union 
Savings  Banlc,  of  which  you  are  vice  president  and  a  director,  charged  that  a 
few  days  previously  I  had  '*  telephoned  to  one  of  my  [his]  directors  to  come  to 
his  [comptroller's]  office — Mr.  Frank  P.  Milburn — and  that  he  [the  comptroller] 
was  very  abusive  of  me  [Cooper]  and  made  veiled  threats  of  what  he  would  do 
to  the  banks  should  I  [he]  appear  here  [before  the  Senate  Committee]." 

He  declared  that  you  were  "  terrified  and  intimidated  by  Mr.  Williams  for 
fear  he  will  do  something  hurtful  to  the  bank,"  and  in  his  complaints  filed  with 
the  committee  he  [Cooper]  stated  specifically  under  head  of  complaint  No.  13 
that  "he  [the  comptroller]  has  sought,  by  veiled  threats  of  doing  something 
hurtful  to  one  of  the  banks  of  which  I  [Cooper]  am  president,  to  prevent  me 
[Cooper]  from  appearing  to  oppose  his  confirmation." 

The  truth  of  the  matter  is,  as  I  have  no  doubt  you  will  recall,  that  I  informed 
you  expressly  iind  explicitly  that  I  would  much  prefer  the  opix)sition  to  the  in- 
dorsement of  such  a  man  as  the  witness.  Cooper,  and  that  I  did  not  want  any 
misunderstanding  as  to  my  motive  in  sending  for  you ;  that  my  object  was  to 
Inform  you  of  the  false  and  slanderoiLs  statements  which  Mr.  Cooper,  over  his 
signature  as  president  of  the  Union  Savings  Hank,  was  making  in  communica- 
tions which  he  was  sending  out  to  different  newspapers,  urging  them  to  print  un- 
true and  misleading  articles  in  regard  to  the  administration  of  his  office. 

I  handed  you  at  the  time  a  photostat  copy  of  the  letter  which  Mr.  Cooper  had 
sent  under  date  of  February  3, 1919,  to  the  editor  of  a  New  Jersey  newspaper  on 
the  letterhead  of  your  bank,  and  I  suggested  to  you  that  his  action  in  using 
those  letterheads  for  such  a  purpose  seemed  unjustifiable  and  would  naturally 
be  detrimental  to  the  credit  and  welfare  of  the  bank.  His  use  of  the' bank's 
letterhead  was  apparently  for  the  purpose  of  giving  weight  to  his  communica- 
tions. 

The  letter  of  which  I  showed  you  a  photostat  copy  had  been  signed  by  Cooper 
as  president  of  the  bank,  and  it  subsequently  developed  that  this  action  in  send- 
ing out  those  letters  was  entirely  without  the  knowledge  or  the  approval  of 
the  bank's  directors.  You  expressed  your  complete  surprise  at  Mr.  Cooper's 
action — In  fact  you  stated  that  this  was  the  first  intimation  that  you  had  had  of 
anything  of  the  sort.  A  few  days  sul)sequently  you  called,  on  your  own  initia- 
tive, at  this  office,  and  brought  with  you  the  two  Messrs.  Lyon,  attorneys  for 
the  bank,  and  discussed  the  situation  further. 

On  this  subsequent  visit  I  repeated  to  you  three  gentlemen  substantially  what 
I  had  said  to  you  on  the  occasion  of  your  first  visit,  and  I  emphasized  the 
fact  that  I  did  not  want  my  object  in  calling  your  attention  to  this  use  which 
Cooper  was  making  of  the  bank's  name  snd  letterheads  to  be  misinterpreted  into 
a  desire  on  my  part  to  have  Cooper  restrained  from  opposing  my  confirmation — 
on  the  contrary,  I  again  told  you  that  I  would  prefer  the  opposition  to  the 
Indorsement  of  a  man  with  Mr.  Cooper's  record. 

I  have  had  no  further  conference  or  communication  with  you  since  those  two 
visits.  On  your  second  visit  with  the  Messrs.  Tiyon  those  gentlemen,  counsel  for 
the  bank,  manifested  as  much  disapproval  as  you  had  done  of  the  character  of 
Mr.  Cooper's  attacks  and  his  use  of  the  letterheads  of  the  Union  Savings  Bank 
In  his  apparent  effort  to  make  it  appear  that  he  had  the  support  of  the  bank  ii» 
his  attacks. 

Please  Inform  me  whether  my  own  recollection  and  knowledge  of  what  passed 
between  us  in  the  two  Interviews  referre<l  to  as  above  set  forth  are  in  accord 
with  your  own  knowledge  of  the  facts. 
Yours,  very  truly, 

John  Skelton  Williams. 

It  was  in  reply  to  that  letter  that  Mr  Milburn  wrote  the  letter 
which  was  introduced  yesterday,  and  which  was  signed  by  one  of 
the  Lyons. 

The  Chairman.  Were  Mr.  Milburn  and  the  other  directors  of  the 
bank  men  of  character  and  responsibility  ? 

144d86— 19 ^14 
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Mr.  Williams.  I  had  never  met  Mr.  Milbum  before,  but  I  took 
the  matter  up  with  him  because  I  believed  he  was  a  man  who  would 
endeavor  to  do  the  right  thing,  protecting  the  interests  of  his  stock- 
holders. 

The  Chaikman.  Is  that  the  case  with  the  other  directors? 

Mr.  Williams.  With  the  other  directors  of  the  bank? 

The  Chairman.  Yes. 

Mr.  Wilt  iams.  I  do  not  know  that  I  know  any  of  them. 

Senator  Frelinghutsen.  You  speak  of  a  letter  you  introduced 
yesterday  from  Mr.  Milburn,  signed  by  Mr.  Lyon? 

Mr.  Williams.  Here  is  the  letter. 

Senator  Frelinghuysen.  May  I  see  it? 

Mr.  Williams.  Certainly  [hands  letter  to  Senator  Frelinghuysenl. 

Here  is  the  letter,  gentlemen,  which  I  received  from  National  Bank 

Examiner  James  Trimble  under  date  of  June  30,  1919,  which  has  a 

direct  bearing  upon  the  statements  made  in  the  circular  of  May, 

1919,  which  we  have  just  been  discussing: 

JuivE  30,  1919. 
Hon.  John  Skelton  Williams, 

ComptrcUcr  of  the  Currenc]/,  Washington,  D,  C. 

Dear  Sir  :  Wade  H.  CJooper  stated  to-day  at  the  meeting  of  the  Banking  and 
Chirrency  Con^mittee  of  the  United  States  Senate  that  the  bonds  of  the  Bureau 
of  National  Literature  owned  by  the  United  States  Savings  Bank  were  sold 
under  n>y  guidance  or  instruction.  The  falsity  of  this  statement  can  be  shown 
by  referring  to  the  bank's  own  minutes. 

During  the  examination  of  November,  1917,  Wade  H..  CJooper  approached  me 
and  raMed  my  attention  to  the  fact  that  the  United  States  Savings  Bank  owned 
$77,700  of  bonds  of  the  Bureau  of  National  Literature  which  were  being  carried 
on  the  lK)oks  of  the  bank  Mt  16  cents  on  the  dollar  (16  cents  on  the  dollar  on  the 
original  par  value  of  $77,700,  or  20  cents  on  the  dollar  on  the  80  per  cent  of 
principal  at  that  time  unredeemed)  and  inquired  of  n-e  whither  I  would  permit 
the  bank  to  di«»po8e  of  those  bonds  at  the  price  at  which  they  were  thus  being 
carried  if  he.  Cooper,  wou!d  arrange  to  have  the  piper  which  had  been  criticized 
and  objected  to  during  that  examination,  amounting  to  $58,432.50,  paid  or 
removed  from  the  bank. 

I  Informed  Mr.  Cooper  that  the  paper  must  be  taken  out  in  any  evwit  and 
that  the  comptroller's  office  would  not  consent  to  the  sale  of  the  bonds  for  a 
less  price  than  these  bonds  were  really  worth.  I  told  him  then,  as  I  had  done  at 
previous  examinations,  that  these  bonds  were  not,  in  my  opinion,  a  proper 
investment  for  a  savings  bank  and  that  they  should  be  disposed  of,  but  that 
their  full  value  must  be  obt'^ined.  I  had  no  way  myself  at  that  time  of  ascer- 
taining the  actual  value  of  these  bonds  and  Mr.  Cooper  did  not  disclose  to  me 
infom^atlon  that  he  must  have  had  at  that  time  in  regard  to  their  actual  value. 

The  claim  or  plea  which  has  been  made  by  Mr.  Cooper  in  the  hearings  before 
the  Senate  committee  to  the  effect  that  there  had  been  any  agreement  or  under- 
standing of  any  kind  whatsoever  between  the  examiner  for  the  comptroller's 
office  whereby  the  bank  was  to  be  permitted  to  sell  the  $77,700  of  Bureau  of  Lit- 
erature bonds  to  a  brother  of  its  president,  or  to  anyone  else,  at  a  price  less 
than  their  real  or  actual  value,  and  that  a  concession  in  price  was  made  or  was 
to  be  made  rs  an  inducement  in  order  to  secure  the  elimination  of  the  $58,432.50 
of  criticized  paper  is  wholly  untrue. 

On  the  contrpry,  in  order  to  insure  protection  to  the  bank  I  called  Mr.  W.  H. 
Zepp,  vice  president  of  the  bank,  over  the  phone  within  a  day  or  two  of  the  close 
of  the  examination  of  November  21,  1917.  and  cautioned  him  that  the  bonds  of 
the  Bureau  of  National  Literature  must  not  be  sold  by  the  bank  for  leas  than 
their  value,  and  instructed  him  to  see  that  a  statement  to  this  effect  was  prop- 
erly Inscribed  In  the  minutes  of  the  directors  at  their  meeting,  and  to  advise 
the  members  of  the  board  that  any  director  approving  their  sale  for  less  would 
be  personally  liable. 

This  statement  was  inscribed  in  the  minutes  four  days  before  the  sale  was 
made  and  is  a  matter  of  record  and  is  as  follows: 
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'*8KBCIAIr  MEETING,   BOABD  OV   DIRECTORS,   NOVBHBEB   34$    fftiT,    7   P.  M«  -^ 

"Present:  Wm.  D.  Bnrry,  Oscar  Baiim,  Wade  H.  Cooper.  Thos.  E.  Cooper, 
WiiL  T.  Davis,  Kobert  T.  Dore,  W.  E.  G.  Penny.  John  J.  Rheehy,  Wilbur  H. 
Zepp. 

"  Mr.  Cooper  presided. 

"Mr.  Zepp  read  the  following  message  from  Mr.  James  Trimble^  national- 
bank  exnminer,  to  the  bonrd : 

"  •  If  there  is  any  sale  of  Bureau  of  National  Literature  bonds  bv  this  board 
the  lYensury  Department  will  hold  the  directors  of  this  bank  personally  liable 
for  the  difference  between  the  sale  price  and  the  actual  worth  of  the  bonds,  as 
determined  after  a  thorough  Investigation  of  the  company's  afCairs.'" 

The  claim  made  by  Mr.  Cooper  that  the  examiner  recommended  or  authorized 
the  ale  of  the  bureau  bonds  lor  loss  than  their  real  or  actual  vnlue.  "  in  consicl- 
eration  of  the  above-mentioned  notes  having  been  taken  out  of  the  bank  as  pro- 
vided "  (see  p.  264.  part  1,  of  testln.'ony),  is  completely  negative<l  by  the  above- 
quoted  section  of  the  minutes,  which  distinctly  stated  that  if  the  bonds  were 
sold  at  a  price  less  than  their  real  or  actual  value,  the  directors  of  the  bank 
would  be  held  personally  ^:esponsible  for  the  difference. 

Mr.  Cooper's  adroitness  in  arranging  to  have  the  words  "in  consideration  of 
above-mentioned  notes  having  been  taken  out  of  the  bank  "  as  a  preamble  to  the 
ratllication  of  the  Kiile  of  th^  bonds  at  one-tifth  of  the  price  at  which  they  had 
been  sold  a  few  months  before,  but  of  which  transaction  the  bank  examiner  and 
the  other  directors  of  the  bank,  except  probably  the  Coopers,  had  no  know- 
ledge, can  not  justify  the  trade. 

My  report  of  exnmination  shows  that  the  following  notes  were  taken  out  of 
the  bank  at  the  close  of  the  examination  of  November  21,  1917,  at  which  time 
the  $77,700  of  Bureau  of  Literature  bonds  were  sold  by  the  bank  to  Thomas  B?. 
Cooper: 

2  checks — L,  J.  Cooper — drawn  on  Bank  of  Statenville,  Ga.,  dated  June 

27,  1917 $332. 50 

L.  .1.  CooTK^r's  note  secured  by  50  shares  First  National  Bank,  Way- 
cross,    Ga 5, 000. 00 

L.  J.  Cooper's  note  secured  by  50  shares  First  National  Bank,  Way- 
cross    Oa 5, 000. 00 

L.  J.  Cooper's  note  secured  by  50  shares  First  National  Bank,  Way- 
cross,    Ga 5, 000. 00 

Note  of  N.  P.  Janrette,  indorsed  by  L.  J.  Cooper;  secured  by  50  shares 
stock  First  National  Bank,  Waycross,  Ga.,  standing  In  name  ol  L.  J. 
Cooper 5, 000. 00 

(I  stated  in  my  report  of  August  13,  1917,  in  referring  to  the  four  notes  of 
$5000  each,  as  listed  above,  that  In  my  opinion  President  Cooper  and  other 
directors  of  this  bank  could  be  compelled  to  nfake  good  any  loss  on  these  loans 
for  their  failure  to  perform  their  duty  as  directors.) 

Senator  Calder.  Were  those  notes  taken  out  of  the  bank  improp- 
erly, or  were  they  paid  and  withdrawn  ? 

Mr.  Williams.  No  ;  they  were  presumably  paid.  They  were  paid. 
They  were  taken  for  their  face,  or  at  their  value,  taken  out  at  that 
time,  removed  from  the  bank  by  sale,  by  purchase.  We  do  not 
know  how  they  were  taken  out.  It  is  claimed  they  were  taken  out 
as  part  of  the  proceeds  of  sale  of  the  bureau  bonds. 

Senator  Calder.  Is  there  any  contention  that  the  transaction  was 
improper? 

Mr.  Williams.  The  claim  is  that  it  was  fraudulent,  that  the  sale 
of  the  bonds  at  one-fifth  of  their  value,  of  the  price  at  which  Mr. 
Cooper  has  sold  bonds  to  his  brother's  bank  in  Waycross,  was  a 
fraudulent  transaction.  The  evidence  shows  that  in  the  preceding? 
May  he  had  taken  $30,000  of  his  own  bonds  and  sold  them  to  the 
baidc  at  Waycross  at  par.  At  the  same  time  it  was  claimed  that  he 
had  taken,  or  arranged  to  have  taken,  from  the  bank  certain  securi- 
ties, to  which  we  will  come  presently — I  will  describe  the  securities 
taken  out  in  connection  with  that  transaction. 
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Senator  Henderson.  Let  me  get  that  straight.  I  understand  that 
these  notes,  .secured  by  certain  b(»n(ls,  or  whatever  they  nii^it  be. 
were  in  the  bank  when  you  came  into  office  in  1914.    Is  that  true? 

Mr.  Williams.  I  do  not  know  how  far  these  particular  notes  were 
in.  One  of  the  examinations  immediately  before  I  came  in,  or  soon 
afterwards,  showed  that  the  United  States  Savings  Bank  was  loaded 
up  with  about  $180,000  objectionable  paper. 

Senator  Henderson.  Were  these  specific  things  you  have  referred 
to  in  this  communication  from  Mr.  Trimble  all  in  the  bank  when 
you  came  into  office? 

Mr.  Williams.  I  do  not  know  whether  all  of  those  were  in  or  not, 
or  whether  some  notes  were  in  and  had  been  substituted  for  these. 
But  notes  of  the  same  character  were  in. 

iSenator  Henderson.  And  you  had  been 

Mr.  Williams.  Criticizing  these  notes. 

Senator  Henderson.  Criticizing  these  notes? 

Mr.  Williams.  Yes. 

Senator  Henderson.  And  these  sales  wore  niaclo  under  your 
criticisms,  and  at  your  request? 

Mr.  Williams.  The  examiner  insisted  that  these  notes — as  to 
whether  they  were  all  put  in  there  at  the  same  time,  or  a  month's 
difference,  or  two  month's  difference,  I  do  not  know,  I  have  not  the 
record,  but  that  can  be  shown — ^but  these  notes  and  notes  similar  to 
these,  had  been  in  the  bank  for  several  years,  and  the  examiner 
had  been  persistently  criticizing  them,  and  urging  that  they  be  taken 
out. 

Senator  Henderson.  And  when  he  made  this  examinatiofi,  and 
at  the  time  this  report  to  you  was  written,  the  bank  had  disposksd  of 
these  notes,  and  they  had  all  been  paid  in  full  ? 

Mr.  Williams.  You  mean  this  letter  of  June  30, 1919  ? 

Senator  Henderson.  Yes. 

Mr.  W1U.1AM8.  Oh,  yes. 

Senator  Henderson.  Tbnt  cleared  the  transaction,  and  the  bank 
then  was  clear  of  these  criticized  notes? 

Mr.  Williams.  Yes ;  but  it  had  gotten  only  16  or  20  cents  on  the 
dollar  for  $77,000  worth  of  bonds,  mstead  of  their  real  value.  That 
is  the  point. 

Senator  Frelingiutysen.  What  was  your  estimate  of  the  real 
value? 

Mr.  Williams.  May  we  go  ahead? 

Senator  Frelinghutiu^n.  Yes ;  the  letter  will  show  what  the  i^al 
value  was. 

Mr.  Williams,  It  discusses  that  point  Mr.  Trimble  in  this 
letter  says : 

I  stated  in  my  report  of  Au^nist  13,  1917.  in  referring  to  the  four  noteg  of 
^000  each,  as  listed  above,  tbat  in  my  opinion  President  Cooper  and  the  other 
directors  of  tliis  banl?  couUl  be  compelled  to  make  jrood  any  loss  on  these  loans 
for  their  failure  to  perform  their  duty  as  directors. 

L.  J.  Cooper  note  secured  by  Pitman  notes  for  $7,000 $3,400 

D.  F.  Arthur  note,  Indorsed  by  L.  J.  Cooper  and  N.  P.  Jen  ret  te ;  secured 
by  80  shares  Citizens  Bank,  Douglas,  Ga.  (50  per  cent  paid  In  on  par  of 

10(M.  80  shares  State  Bank  of  WayfTor,  .  (Ta 5,500 

P.  S.  Cooper  note,  secured  by  30  shares  Waycross  Savings  &  Trust  Co. ;  10 
shares  Bank  of  Lorls,  S.  C. ;  f»  shares  Pembroke  Bank,  Pembroke,  N.  C ; 
1  share  First  National  Bank,  Dunn,  N.  C. ;  22  shares  Southern  Marble 
Works :    8,500 
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Note  of  Mutual  Realty  &  Investment  Co.  (P.  S.  Co<iper,  president),  in- 
dorsed P.  S.  Cooper,  secure<l  by  20  shares  First  Nation:ii  15:  nk,  Dunn, 
N.  C. ;  20  sliares  ot  Banlc  of  Pembi-oke.  N.  C. ;  30  shares  Waycro«s  Sav- 
ings &  Trust  Co. ;  10  shares  Bank  of  Cerro  Gordo,  N.  C ;  certificate  of 
deposit,  Waycross  Savings  &  Trust  Co.,  $5,676.66  ( stocks  aU  in  name  of 
P.  S.  CooiKjr) $9,000 

Note  of  J.  G.  Boy<l,  secured  by  stock  of  Heard  National  Bank,  Jackson- 
ville. Fla 3,500 

Note  of  J.  J.  Heard,  secured  by  ?  tock  of  Heard  National  Bank,  Jackson- 
ville, Fla 4, 500 

(These  last  thre<»  loans  and  the  above  loan  of  $5,000  to  N.  P.  Jenrette, 
aggrei;atiug  $22,000,  it  appears  were  originally  taken  from  tlie  Ameri- 
can National  Bank  of  Wilmington — now  the  American  Bank  &  Trust 
Co.,  of  which  T.  E.  Cooper  is  president — and  in  referring  to  th€se  loans 
and  other  loans  taken  from  the  same  instituti(m  and  fouml  at  the  time 
of  an  examination  in  1013,  National  Bunk  Examiner  Samuel  M.  Hann 
said  '*  Mr.  Cooper  "  (Wade  H.)  **  states  there  is  a  verbal  understanding 
that  any  notes  unpaid  can  be  charged  back  to  the  account  of  the  Ameri- 
can National  Bank,  Wilmington,  N.  C") 

Note  of  C.  E.  Bethea,  secured  by  30  shares  Atlantic  Bank  k  lYust  Co., 
Wilmington  (in  liquidation)  ;  Bethea  is  cashier  of  American  Bank  & 
Trust  Co.,  Wilmington,  of  which  Thos.  E.  Cooper  is  prenldent 3;  500 

The  Atlantic-  National  Bank  was  the  predecessor  of  the  Atlantic 
Bank  &  Trust  Co.,  of  Wilmington.  It  had  been  under  tlie  super- 
vision of  this  office,  under  constant  criticism,  and  we  were  in  constant 
apprehension  as  to  what  should  be  done  with.it,  and  we  were  relieved 
when  it  was  taken  over  under  a  State  charter. 

Senator  Caumer.  Is  the  T,  E.  Cooper  referxeci  to  any  relation  to 
Wade  Cooper? 

Mr.  Williams.  Brother ;  Tlionias  E.  Cooper  is  the  Iwrotlier  of  Wade 
Cooper.  Thomas  E.  Cooper  is  a  director  of  the  United  States  Savinss 
Bank  of  this  city.  It  was  to  Thomas  E.  Cooper,  the  brother  of  Wade 
Cooper,  that  those  $77,000  of  bonds  were  sold  at  16  or  20  cents  oa 
the  dollar;  sold  by  Wade  Cooper  to  his  brother. 

The  Chairman.  Are  you  I'ef erring  now  to  the  Bui*eau  of  Literature 
and  Art  bonds? 

Mr.  Williams.  Yes. 

The  Chairman.  Have  you  any  affidavits  in  your  office  fix)m  the 
directors  of  the  bank  to  the  effect  that  the  examiner  recommended  the 
sale  of  those  bonds? 

Mr.  Williams.  I  have  the  statements  of  the  examiner  as  to  what 
he  did. 

The  Chairman.  No,  but  did  you  at  any  time  receive  affidavits  fix)m 
the  directors  of  the  bank  to  the  effect  that  the  examiner  had  recom- 
mended the  sale  of  these  bonds? 

Mr.  Williams.  The  claim  has  been  recently  made  by  tlie  repre- 
sentatives of  that  bank  that  that  was  done.  But  that  is  negatived 
by  the  written  evidenc  e  on  the  minute  book  of  the  bank. 

The  Chairman.  You  have  not  answered  my  question. 
.  Mr.  Williams.  I  think  it  quite  likely  that  there  may  be  letters 
from  the  directors,  or  some  of  them,  claiming  that  they  were  author- 
ized to  sell  those  bonds  by  the  examiner,  which  the  examiner  states 
was.  untrue,  except  that  they  must  obtain  the  full  value  of  the  bonds 
if  they  sold  them.  I  think  there  is  a  letter  or  a  communication  of 
^;oQie  sort  from  the  directors  making  some  such  statement  as  that  is 
in  the  printed  record ;  but  I  am  giving  you  the  direct  statement  of 
the  examiner  himself,  proved  by  the  minutes  of  the  bank. 

The  Chairman.  The  minutes  of  the  bank  Were  made  after  ^ow 
appeared  and  had  your  discussion  with  the  bank  as  to  \)afe  ^to^t\^ 


212  NOiilNATION  OF  JOHN  SKELTON  WILLIAMS, 

of  these  transactions.  As  a  result  of  your  discussion,  whatever  it 
was,  these  minutes  w^re  made.    Prior  to  that  time 

Mr.  Williams  (interrupting).  No,  sir,  may  I  correct  you,  Senator? 
That  was  not  the  case. 

The  Chairman.  Whatever  preceded  the  negotiations  which  re- 
sulted in  the  minutes  of  the  bank,  did  you  not  receive  from  the  di- 
rectors of  the  bank  affidavits  to  tlie  effect  that  Mr.  Trimble  had  rec- 
ommended the  sale  of  these  bonds? 

Mr.  Williams.  I  stated  just  now  that  there  was  a  communication 
from  certain  directors  of  the  bank  claiming  that  they  were  shielded 
by  instructions  from  the  examiner,  which  the  examiner  has  proved 
conclusively  was  untrue. 

The  Chairman.  Wc  have  the  examiner's  statement  to  that  effect. 
You  have  said  that  the  other  directors  of  the  bank,  in  so  far  as  yon 
know,  were  honorable,  credible  men.  If  they  filed  with  you  an  affi- 
davit to  the  effect  (hat  the  sale  was  made  by  the  instructions  of  your 
examiner,  that  might  have  some  weight. 

Mr.  Williams.  Mr.  Chairman,  perhaps  I  can  make  it  a  little 
clearer.  The  examiner  was  insistent  and  did  give  instructions  to  the 
effect  that  those  bonds  were  not  suitable  assets  for  a  savings  bank, 
and  that  they  should  be  removed  from  the  bank.  But  he  said: 
"  You  must  not  take  those  bonds  out  of  the  bank  unless  you  pay  their 
full,  fair  value." 

The  Chairman.  If  they  were  not  suitable  assets  for  the  bank,  their 
value  must  have  been  of  some  question,  nmst  it  not? 

Mr.  WiLLiA3fs.  The  directors  of  the  bank  themselves,  in  a  recent 
communication  to  the  comptroller's  office,  state  that  they  did  not 
know  what  the  bonds  were  worth.  There  was  onl}'  one  man,  or  two 
men,  as  far  as  the  comptroller's  office  knows,  connected  with  the 
bank,  who  knew  what  those  bonds  were  worth,  and,  so  far  as  any 
evidence  that  we  have  been  able  to  get  goes,  those  two  men  con- 
( ealed  from  their  fellow  directors  all  knowledge  as  to  what  the  true 
value  of  those  bonds  was.  As  far  as  we  have  been  able  to  find,  they 
never  gave  them  a  frank,  full,  honest  statement  of  the  affairs  of  the 
bureau  which  would  enable  either  the  directors  or  bank  examiners  to 
form  an  intelligent  conclusion  as  to  what  those  bonds  were  worth. 

The  Cn AIRMAN.  As  far  as  you  have  been  able  to  find,  you  have  no 
knowledge  of  the  information  which  the  directors  of  the  bank  had  as 
to  the  value  of  these  bonds? 

Mr.  WiixiAMS.  I  have  their  statement  over  their  respective  signa- 
tures, that  they  did  not  know,  and  that  statement  was  given  to  me 
as  recently  as  within  the  past  few  weeks,  that  they  did  not  know 
what  they  were  worth. 

The  Chairman.  The  examiner  insisted  that  the  bonds  should  be 
sold  because  they  were  not  suitable  assets  for  the  bank.  I  should 
assume  that  their  value  must  have  been  indeterminate,  if  that  was 
the  case. 

Mr.  WiLrLiAMS.  The  minutes  of  the  banks  show : 

Mr.  Zepp  read  the  following  message  from  Mr.  James  Trimble,  national-bank 
examiner,  to  the  board : 

*•  If  there  Is  any  sale  of  Bureau  of  National  Literature  bonds  by  this  board  the 
Treasury  Department  will  hold  the  directors  of  this  bank  personally  liable  for 
the  difference  between  the  nale  price  and  the  actual  worth  of  tha  bonds,  as  de- 
termined after  a  thorough  Investigation  of  the  company's  affairs." 
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The  Chairman.  As  a  matter  of  fact,  Mr.  Williams,  the  bank  lost 
nothing  bv  reason  of  its  ownership  of  these  bonds.  On  the  con- 
trary,  the  bank  derived  a  profit  on  tnem,  did  it  not? 

Mr.  WnxiAMs.  I  do  not  see  how  it  did. 

The  CHAiR3f AN.  Do  you  know  that  it  did  not  derive  a  profit  from 
its  ownership  of  these  bonds? 

Mr.  Williams.  No  ;  I  do  not  know  that  the  bank — ^may  I  ask  you 
if  you  are  under  the  impression  that  the  bank  derived  a  profit  from  its 
ownership  of  those  bonds? 

The  Chairman.  I  am  asking  you  the  question. 

Mr.  Williams.  I  do  not  know  that  the  bank  derived  a  profit  from 
its  ownership  of  those  bonds. 

The  Chairman.  Neither  do  you  know  that  it  suffered  a  loss,  do  you  ? 

Mr.  Williams.  I  know  that  if  those  bonds  were  worth  a  hundred 
cents  on  the  dollar 

The  Chairman  (interrupting).  Please  answer  my  question.  Do 
you  know  that  the  bank  suffered  a  loss? 

Mr.  Williams.  I  know  that  either  that  bank  suffered  a  loss,  or  the 
Waycross  bank  suffered  a  loss. 

The  Chairman.  You  do  not  know  which? 

Mr.  Williams.  One  or  the  other.  I  do  not  know  to  this  day  what 
the  bonds  are  worth.  At  the  meeting  of  the  committee  a  short  time 
ago  Mr.  Cooper  presented  a  pamphlet  which  he  said  was  on  the  top 
of  his  desk  some  time  ago,  which  he  claimed  would  give  information 
in  regard  to  those  bonds.  I  sent  to  his  office  to  get  a  copy  of  that 
pamphlet  and  he  declined  to  give  it  to  the  examiner  who  requested  it. 

The  Chairman.  You  are  very  certain  that  one  bank  or  the  other 
suffered  a  loss? 

Mr.  Williams.  I  believe  it. 

The  Chairman.  You  believe  it.  Perhaps  it  is  not  very  im- 
portant  

Mr.  Williams  (interrupting).  To  the  best  of  my  knowledge  and 
belief  one  bank  or  the  other  suffered  a  material  loss  through  this 
transaction. 

The  Chairman.  Then,  as  a  matter  of  fact,  you  do  not  know. 

Mr.  Williams.  I  believe  it;  to  the  best  of  my  knowledge  and  be- 
lief. I  do  not  to-day  know  what  those  bonds  were  worth.  As  I  said, 
I  tried  to  get  some  information  by  securing  access  to  that  pamphlet 
but  Mr.  C<x)per  refused  to  give  it  to  the  examiner. 

Senator  Frelinghuysen.  If  you  do  not  know  what  they  were 
worth,  how  do  you  know  that  they  were  sold  at  less  than  their  value  ? 

Mr.  Williams.  The  point  I  made  in  the  previous  testimony  was 
that  either  a  loss  was  sustained  by  the  Waycross  bank,  which  was 
required  to  buy  the  bonds  at  par  in  conjunction  with  certain  transac- 
tions which  I  will  refer  to  presently,  or  the  bank  here  suffered  a  loss, 
and  there  was  a  difference  of  about  80  per  cent.  The  price  at  which 
Mr.  Cooper  or  his  banks,  was  selling  those  bonds  to  his  brother, 
Thomas  E.  Cooper,  of  Wilmington,  was  one-fifth  of  the  price  at 
which  he  unloaded  the  bonds  on  the  Waycross  bank. 

Senator  FRELiNOHinrsEN.  We  are  referrinpr  to  this  security  for  this 
loan,  are  we  not?    As  I  take  it,  it  is  a  loan,  is  it  not? 

Mr.  Williams.  No.  There  are  a  number  of  notes  that  were  in 
the  bank. 
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Senator  Fbeljkghuysek.  Did  the  bonds  secure  a  note? 
-    Mr.  Williams.  No.    They  were  owned  by  the  bank.    They  wei^ 
not  collateral. 

Senator  Frelinghuysen.  They  were  owned  by  the  United  States 
Savings  Bank? 

Mr.  Williams.  Yes. 

Senator  Fkelinghuysen.  As  I  take  it,  you  were  trying  to  force 
the  disposal  of  these  bonds.     Am  I  right  in  that? 

Mr.  Williams.  The  examiner  told  the  directors  of  the  bank  that 
he  did  not  think  the  securities  were  a  class  which  a  savings  bank 
should  hold,  and  they  should  find  out  what  their  real  value  was^ 
obtain  it,  an^I  dispose  of  them. 

'Senator   Frelinghuysen.  You   are  criticizing  the  sale  of  those 
bonds  at  16  cents  on  the  dollar. 

Mr.  Williams.  Sixteen  or  twenty,  whichever  it  was. 

Senator  Frelinghuysen.  And  you  also  state  that  they  were  sold 
at  less  than  their  value. 

Mr.  Williams.  At  less  than  the  price  at  which  similar  bonds,  at 
one-fifth  the  price  at  which  similar  bonds,  had  been  sold  by  the 
president  of  this  bank  to  the  Waycross  bank  six  months  before. 

Senator  Frelinghuysen.  The  bonds  might  have  changed  in  value. 

Mr.  Williams.  The  president  has  certified  that  they  were  increas- 
ing in  value. 

Senator  Frelinghuysen.  What  I  am  trying  to  get  at  is  this,  you 
are  criticising  this  bank  for  the  sale  of  these  bonds  at  16  as  less  tlian 
their  true  worth,  and  yet  you  say,  your  department  says,  you  do  not 
know  what  they  ai'e  worth. 

Mr.  Williams.  We  have  shown  you  the  testimony  of  the  presi- 
dent of  the  bank,  who  says  he  bought  the  bonds  for  as  hiarh  as  90. 
His  written  testimony  shows  he  paid  as  high  as  90  for  the  bonds. 

The  Chairman.  That  was  the  Waycross  bank? 

Mr.  Williams.  No.  Mr.  Cooper  certified  that  he  bought  the 
bonds,  and  he  was  enabled  to  buy  them  on  account  of  his  superior 
knowledge.  He  has  told  this  committee  that  he  was  able  to  deal  m  the 
bonds  and  make  money  in  doing  so  to  his  advantage,  because  of  his 
inside  knowledge  of  the  situation  which  not  even  his  directors  had. 

Senator  Frelinghuysen.  I  think  when  your  department  criti- 
cises the  bank  for  selling  these  bonds  at  less  than  their  worth,  as  far 
as  the  United  States  Savinja^  Bank  is  concerned,  and  you  do  not 
know  their  worth,  your  criticism  falls  flat. 

Mr.  Williams.  Does  it  fall  flat  when  we  refer  you  to  the  state- 
ment of  the  president  that  he  had  been  buying  them  as  high  as  90? 

Senator  Frelinghuysen.  Ho  might  have  bought  them  as  high  as 
90.  All  of  us  have  bought  bonds,  and  we  have  lost  money,  par- 
ticularly during  the  war. 

Mr.  Williams.  But  he  certified  that  they  were  growing  better 
from  that  time  on. 

Senator  Frelinghuysen.  I  think  it  is  not  what  Mr.  Cooper  says. 
I  think  the  point  you  make  is  that  these  bonds  were  sold  at  less  than 
their  value,  and  yet  you  do  not  know  what  their  value  was. 

Mr.  Williams.  I  say  less  than  the  price  at  which  he  sold  bonds  to 
the  Waycross  bank  six  months  before. 

Senator  Frelinghuysen.  The}^  might  have  depreciated  in  value. 
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Mr.  WiLUAMB.  They  did  not  depreciate  in  that  time.  I  will  state 
that  to  the  best  of  my  knowledge  and  belief  they  were  worth  at 
least  as  much  in  November  as  they  were  in  May. 

Senator  Frelinqhuysen.  But,  Mr.  Williams,  you  state  you  do  not 
know  what  their  value  is. 

Mr.  Williams.  I  have  not  the  knowledge,  nor  do  the  directors  of 
the  bank  know 

The  Chairman,  (interrupting).  You  do  not  know  whether  the  bank 
ever  lost  a  dollar  or  not  in  the  transaction? 

Mr.  Williams.  Yes;  I  state  that  one  of  those  two  banks  lost 
materiaUy. 

The  Chairman.  But  you  do  not  know  which  one? 

Mr.  Williams.  I  say  it  depends  on  what  the  bonds  were  really 
worth.  Suppose  there  had  b^n  no  interval  of  six  months  between 
these  two  transactions,  but  an  interval  of  one  day.  Would  there  be 
any  question  as  to  the  fraudulent  character  of  the  transaction,  if 
he  on  Tuesday  sold  the  bonds  to  his  brother's  bank  at  a  hundred, 
and  the  next  day  his  brother  bought  bonds  from  his  bank  at  16? 

Senator  Frelinghuysen.  Mr.  Williams,  I  want  to  ^t  this  thing 
clear,  and  I  want  to  be  perfectly  fair.  You  are  criticising  this  bank 
for  selling  bonds  at  16.    That  might  be  a  good  price  at  16 

Mr.  Williams.  I  can  say  this 

Senator  Frelinghuysen.  But  you  say  you  do  not  know  their 
value. 

Mr.  Williams.  I  do  not  know  how  much  they  are  worth,  but  I 
will  say  this 

Senator  Frelinghuysen.  (interrupting) .  Is  it  not  your  business  as 
comptroller  to  know  that? 

Mr.  Williams.  We  have  been  trying  to  find  out,  and  we  have 
been  unable.  We  have  come  up  against  a  blind  alley,  and  we  have 
been  unable  the  get  any  information,  as  illustrated  by  Mr.  Wade 
Cooper's  action  a  week  ago,  by  refusing  to  give  the  examiner  that 
pamphlet  which  he  said  gave  the  information. 

The  Chairman.  You  stated  he  sold  the  bonds  to  the  Waycross 
bank  at  par. 

Mr.  Williams.  Yes.  I  stated  also,  if  you  will  permit  me,  that  the 
sale  was  made  in  conjunction  with  certain  other  transactions,  which 
I  will  explain  in  detail  in  a  few  minutes.     I  have  the  data  here. 

The  Chairman.  You  know,  do  you  not,  that  he  got  50  per  cent 
in  cash  and  the  other  50  per  cent  in  questionable  paper? 

Mr.  Willia3is.  In  securities  which  should  have  been  collected  at 
their  face  value.  But  I  will  come  to  that,  if  you  will  permit  me,  in 
an  orderly  way. 

The  Chairman.  Very  well.    Proceed. 

Mr.  Williams.  This  continues: 

My  report  of  examination  shows  that  the  following  notes  were  taken  out  of 
the  bank  at  the  close  of  the  examination  of  November  21,  1917,  at  which  time 
the  $77,700  of  Bureau  of  Literature  bonds  were  sold  by  the  bank  to  Thomas  E. 
Cooper. 

Senator  Newberry.  Where  he  says  "  taken  out,"  he  means  paid  in 
fuU,  does  he  not? 

Mr.  Williams.  Paid  at  their  face  value ;  yes. 

The  Chairman.  In  the  interest  of  time,  if  any  of  this  matter  id 
already  in  the  printed  record 
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Mr.  Williams  (interrupting).  This  is  not  in  the  printed  recoixl. 
The  Chairman.  Very  well. 
Mr.  Williams.  This  proceeds : 

Note  of  C.  E.  Bethea.  secured  by  30  shares  Atlantic  Bnnk  &  Trust  CJo., 
Wilmington  (in  liquidation)  ;  Bethea  Is  cashier  of  American  Bank  & 
Trust  C5o.,  Wilmington,  of  which  Thos.  E.  Cooper  is  president $3,500 

W.  B.  Drake,  jr.,  note  secured  by  20  shares  Atlantic  Bank  &  Trust  Co., 
Wilmington  (in  liquidation)  ;  note  indorsed  by  C.  E.  Bethea  (see 
above)    2,000 

I  think  that  last  man  is  the  responsible  man  and  executive  officer 
of  a  bank  in  North  Carolina,  of  a  reputable  bank. 

Total  of  accommodations  to  Cooper  brothers  and  their  immediate  intierestsi 
$55,232.50. 

Those  were  the  securities  which  were  taken  out  at  the  time  of  tlie 
sale. 

It  Is  not  specifically  shown  in  the  reports  of  examination  that  the  two  fol- 
lowing loans  represent  advances  to  the  Coopers  or  their  interests: 

Georgia  Farm,  Fruit  &  Pecan  Co $2(X) 

Fidelity  Trust  &  Dep.  Co.,  Wilmington,  N.  C. ;  note  indorsed  J.  H.  Coun- 
cil. J.  W.  Brooks,  C.  C.  Chadborn,  L.  W.  Davis.  W.  A.  Connor,  D.  N. 

Chadwick,  jr..  J.  H.  HInton  (nil  of  Wilmington,  N.  C.) 3, 000 

Total  paper  taken  out,  $58,432.50. 

The  above  list  with  explanatory  data  shows  clearly  thnt  95  per  cent,  if  not  all, 
of  the  notes  taken-  out  of  the  bank  in  connection  with  sale  to  Thomas  E.  Cooper 
of  tlie  Bureau  of  National  Literature  bonds  represmte:l  accommodations  to 
the  Cooper  brothers  and  their  immediate  interests,  which  notes  were  undoubt- 
edly placed  in  this  bank  because?  of  the  control  exercised  by  Wade  11.  Cooper, 
vice  president,  and  his  brother  Thomas  E.  Cooper,  a  dire<tor,  and  for  the  pay- 
ment of  which  notes  certainly  President  Wade  H.  Cooper  and  Director  Thomas 
E.  Cooper  were  morally,  if  not  legally  responsible. 

In  my  report  of  examination  dated  ^larch  30,  1914,  I  stated,  referring  to 
papers  taken  from  the  American  National  Bank,  WMlmlngton  (now  the  American 
Bank  &  Trust  Co.)  and  other  "  Cooper  **  banks : 

••  Wade  H.  Cooper  says :  ** '  We  have  verbal  Instructions  to  charge  these  Items 
to  sending  banks  at  maturity  and  they  feel  morally  abligated  for  all  this  paper.' 

**  The  corresi»ondence  which  accompanies  these  notes  gives  to  the  United 
States  Savings  Bnnk  the  authority  to  credit  proceeds  to  the  account  of  the 
sending  bank  and  also  authority  to  charge  the  note  to  their  account  at 
maturity." 

Those  are  the  doubtful  or  bad  notes,  taken  out  of  the  bank,  and 
which  it  has  been  claimed  were  in  consideration  of  selling  the  bureau 
bonds  at  one-fifth  of  their  price,  notes  which  the  correspondent  banks 
were  morally,  if  not  legally  responsible  for,  and  which  Wade  H. 
Cooper  has  declared  to  the  examiner  they  had  instructions  to  charge 
to  the  sending  bank. 

Senator  Gronna.  Of  course,  a  banker  is  morally  responsible  for 
every  dollar  of  paper  in  the  bank,  Mr.  Williams. 

Mr.  Williams.  I  do  not  understand  so,  sir. 

Senator  Gronna.  I  have  always  understood 

Mr.  W^iLLiAMS.  I  think  a  good  many  bankers  would  go  broke  if 
that  were  so. 

Senator  Gronna.  I  understand  that  a  banker  is  morally  respon- 
sible. 

Mr.  Williams.  He  is  responsible  to  exercise  sound  judgment  and 
good  morals  in  the  purchase  of  paper. 

Senator  Gronna.  Is  he  not  responsible  to  this  extent,  that  he  has 
to  see  to  it  that  the  paper  which  he  takes  is  paper  that  will  be  paid  ? 

Mr.  Williams.  As  far  as  he  can. 

Senator  Gronna.  As  far  as  he  can.    Is  not  that  the  law  ? 
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-  •  Mr.  WnxiAMB.  You  mean  if  it  is  not  paid,  he  has  to  pay  it  himself? 

Senator  Gronna.  Certainly,  as  far  as  he  can. 

Mr.  WiijJAMS.  I  never  heard  of  that. 

Senator  Grokka.  I  understand  the  law  with  reference  to  liability, 
based  upon  stock  assessments  of  course,  but  when  you  are  speaking 
of  moral  responsibility  I  consider  that  a  banker  is  morally  responsi- 
ble for  every  dollar  of  the  institution.  That  may  be  a  new  thing, 
but  that  is  the  way  we  look  at  it  out  West.  I  am  just  mentioning 
this  because  you  are  confusing  the  question  of  legal  responsibility 
and  moral  re^ponsibilty. 

Mr.  Williams.  Here  were  the  statements  to  the  examiner  that — 

We  have  verbal  instructions  to  charge  these  items  to  sending  banks  at  matur- 
ity and  they  feel  morally  obligated  for  all  this  paper. 

The  correspondence  which  accompanies  these  notes  gives  to  the  United  Spates 
Savings  Bank  the  authority  to  credit  proceeds  to  the  account  of  the  sending  bank 
and  also  authority  to  charge  the  note  to  their  account  at  maturity.  The  ma- 
jority of  these  notes  are  indorsed  "  without  recourse,"  the  balance  are  not  in- 
dorsed by  sending  bank. 

My  reports  show  that  at  the  examinations  of  December,  1914,  and  December, 
1915,  the  statements  of  the  officers  above  quoted  were  reiterated  as  to  the  lia- 
bility of  the  sending  banks  for  all  of  the  paper  referred  to. 

Senator  Newberry.  If  I  clearly  understand  that,  that  liability  of 
the  other  banks  did  not  add  anything  or  detract  anything  from  the 
value  of  the  notes? 

Mr.  Williams.  Oh,  yes.  The  bank  in  Wilmington  that  sent  the 
paper,  with  the  understanding,  as  shown  by  the  records,  that  they 
should  be  charged  with  it  if  not  paid,  is  still  in  existence,  still  a 
going  concern. 

Senator  Newberry.  Notwithstanding  that  guarantee,  the  exam- 
iners thought  the  notes  should  be  sold  f 

Mr.  Williams.  Unquestionably.  They  thought  it  should  be  taken 
out,  even  if  they  had  that  guarantee  of  that  bank,  unauestionably, 
and  they  would  think  so  to-day,  and  would  say  so  with  great  em- 
phasis. But  the  point  is  that  they  should  have  been  taken  out  and 
paid  without  regard  to  any  other  consideration  of  any  sort.  This 
continues : 

At  varir^us  other  examinations  I  had  repeatedly  warned  the  bank  that  the  pay- 
ment of  the  paper  herein  listed,  and  which  they  so  definitely  stated  to  me  they 
had  authority  to  charge  as  it  matured  to  the  correspondent  banks,  must  be  In- 
sisted upon.  In  view  of  the  circumstances  of  the  case,  the  flat  declarations  of 
Mr.  Cooper,  the  bank's  president,  and  the  relationship  of  the  said  Cooper,  the 
the  president  of  the  bank,  and  Thomas  E.  Cooper,  one  of  Its  directors,  to  the 
makers  or  beneflciurles  of  practically  all  of  this  pnper,  and  their  moral  or  legal 
responsibility  for  its  payment,  I  believed  that  the  directors  in  the  exercise  of  due 
diligence  would  have  been  able  to  collect  substantially  the  whole  of  it,  if  they 
had  done  their  obvious  duty,  although  the  makers  of  a  large  part  of  the 
paper  were  themselves  of  doubtful  solvency. 

I  never  dreamed  that  Wade  H.  Cooper,  In  connection  with  the  removal  of  the 
criticized  paper  of  his  brothers  and  their  Interests,  was  engineering  the  sale  to 
his  brother,  T.  E.  C6cper,  of  these  bonds  at  one-flfth  of  the  price  at  which  Iwnds 
of  the  same  issue  were  sold  by  him  a  few  months  before  to  the  Waycross  bank, 
in  which  that  same  T.  E.  Cooper  was  a  director.  • 

Respectfully, 

Jas.  Trimble, 
National  Bank  Examiner, 

Senator  Newberry.  In  the  year  and  eight  months  that  have 
transpired  since  these  bonds  were  sold  at  16  or  20  cents,  has  the 
comptroller's  office  been  able  to  find  how  or  where  they  could  have 
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been  aold  at  a  iugher  pnoe)    They  were  sold  under  pressure  of  the 
comptroller's  office  and,  oresumabfy,  they  did  the  best  they  could. 

Mr.  WcLUAMs.  Mr.  Coop^  jstated  to  this  committee}  Senator, 
some  months  ago^  if  I  remember  correctly >  that  at  least  $100lOOO  of 
those  boads-^-I  think  I  am  correct — ^had  been  paid  off  by  the  Dureau 
at  oar  since  that  time.  > 

Senator  NrwBERaT.  I  am  talking  about  a  year  ago  last  November j 

Mr.  Williams.  I  say,  in  this  very  interval  tlmt  you  speak  oiL 
18  months,  or  whatever  it  is,  they  have  been  taken  in  and  redeeemad 
at  par.  :/: 

if  I  am  not  correct  in  that,  Mr.  Chairman,  I  should  be  very  glad 
to  be  corrected. 

Senator  Newberry.  Of  course  that  does  not  answer  my  question. 

The  Chairman  My  recollection  on  that  is  very  imperfect. 

Senator  Frelinghutsen.  Will  the  reporter  read  Senator  New- 
berry's question. 

(The  question  referred  to  was  thereupon  read  by  the  reporter  as 
above  recorded.) 

Senator  Frelinghutsen.  I  do  not  think  the  comptroller  has  an- 
swered that  question. 

Eliminate  what  Mr.  Cooper  stated. 

Mr.  Williams.  I  had  eliminated  nearly  everything  that  he  states, 
and  I  thought  possibly  that  might  be  a  correct  statement 

Senator  Frelinghutsen.  Have  you  tried  to  ascertain  the  value 
of  those  bonds  before  making  the  statement  that  they  were  sold 
for  less  than  they  were  worth? 

Mr.  Williams.  Yes,  sir,  and  I  found — I  think  that  this  is  correct — 
that  a  considerable  amount  of  the  bonds  have  been  paid  off  at  par. 

Senator  Frklinohutsen.  Since  they  were  sold? 

Mr.  Williams.  Since  that  transaction ;  yes. 

Senator  Frelinghutsen.  Do  you  know  that? 

Mr.  Williams.  I  have  reason  to  believe  so. 

Senator  Frelinghutsen.  Could  you  bring  in  evidence  to  that 
effect? 

Mr.  Williams.  I  will  endeavor  to  do  so  if  you  would  like  it. 

Senator  Frelinghutsen.  I  think  it  is  important. 

Senator  Newbbrrt.  Is  my  question  to  be  passed  without  a  defi- 
nite answer,  or  will  you  answer  it  later? 

Mr.  Williams.  I  have  stated  that  they  are  not  bonds  which  are 
actively  dealt  in  in  the  market,  bein^r  dealt  in  by  Mr.  Cooper  and  his 
interests.  He  has  had  a  list  of  the  bondholdei*s.  He  has  stated 
from  time  to  time  that  he  has  paid  from  40  to  90  for  those  b^nds, 
and  we  know  what  his  testimony  has  been.  I  am  not  able  to  give 
you  the  names  of  any  other  purchasers  of  those  bonds  except  the 
bureau  itself,  which  t  have  reason  to  believe  has  acquired  some  of 
the  bonds  at  par  from  Mr.  Cooper,  as  I  understand  it. 

Now,  gentlemen,  among  the  obligations  which  were  being  carried — 
but  let  me«tate  that  I  am  advised  by  the  examiner  that  information 
in  his  possession  indicates  that  since  that  time,  since  those  bonds 
were  taken  from  the  United  States  Savings  Bank  by  Mr.  Thomas 
E.  Cooper,  a  brother  of  Mr.  Wade  Cooper,  at  60  or  20  cents  on  the 
dollar,  there  has  been  paid  25  per  cent  on  their  face  value  in  liqui- 
dating dividends  toward  the  payment  of  the  bonds — ^25  per  oent 
paid  on  them,  leaving  the  baljeince  still  collectable;  25  per  cent  of 
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dividends  paid  on  those  bonds,  80  per  cent  of  which  were  taken  at 
16  cents  on  the  dollar. 

Senator  NKWBEKRr.  You  mean  leaving  a  balance  uncollectible? 

Mr.  WnxiAMs.  I^eaving  a  balance  uncollectible;  yes,  sir — ^no*, 
leaving  the  balance  collectible  to  be  paid  hereafter,  and  presumably 
will  be  paid. 

*    Senator  Gronna.  How  many  of  those  bonds  are  in  existence  now, 
Mr.  Williams? 

Mr.  Williams.  Perhaps  Mr.  Cooper  knows. 

Senator  Gronna.  I  would  like  to  know.  Can  you  furnish  it  for 
the  record? 

Mr.  Williams.  Will  you  not  ask  Mr.  Cooper 

Senator  Frelinghuysen.  He  is  not  on  the  stand  now. 

Senator  Gronna.  What  are  those  bonds  worth  now? 

Mr.  Williams.  I  do  not  know. 

Senator  Gronna.  Do  you  not  think  it  would  be  the  duty  of  your 
office  to  know  what  they  are  wortii,  so  long  as  you  have  had  this 
controversy  ? 

Mr.  Williams.  I  do,  sir.  I  tried  to  find  out  the  other  day  by 
sending  an  examiner  to  Mr.  Cooper  for  a  copy  of  the  pamphlet  which 
he  laid  before  the  committee,  and  he  refused  to  let  him  have  it. 

Senator  Gronna.  Would  your  examiner  know  what  they  were 
worth? 

Mr.  Williams.  The  information  he  sought  was  refused  him  by 
Mr.  Cooper. 

Senator  Frelinghuysen.  Mr.  Williams,  it  is  a  corporation,  is  it 
not! 

Mr.  Williams.  A  very  close  corporation. 

Senator  Frelinghxttsen.  Well,  it  is  a  corporation;  and  you  are 
in  a  position  to  ask  for  a  statement,  are  you  not? 

Mr.  Willlams.  Oh,  maybe  I  could;  but  I  sent  and  asked  the  local 
director  and  he  refused  to  give  it. 

Senator  Newberry.  Have  you  not  access  to  the  Internal  Revenue 
Office  file? 

Mr.  Williams.  I  do  not  understand  that  I  have,  Senator.  I 
should  be  glad,  if  the  Internal  Revenue  Office  has  the  informa- 
tion  

Senator  Newberry.  It  must  have  made  some  income,  and  pre- 
sumably made  an  income-tax  return. 

Mr.  Williams.  If  you  think  it  desirable,  I  will  ask  the  Secretary 
of  the  Treasury  to  permit  the  comptroller  to  request  the  information. 

Senator  Newberry.  I  do  not  want  to  suggest  how  to  do  it.  I 
would  like  to  have  the  information,  myself. 

Mr.  Williams.  I  would  be  very  happy  to  act  on  your  suggestion, 
Senator. 

Senator  Frelinghtdysen.  This  company — ^what  is  it? 

Mr.  Williams.  The  Bureau  of  Literature  and  Arts. 

Senator  Frelinghuysen.  The  Bureau  of  Literature  and  Arts  is 
incorporated  under  the  laws  of  some  State? 

Mr.  Williams.  I  do  not  know  whether  it  is  or  not.  It  may  be  a 
partnership  or  association.    I  do  not  know  what  its  form  was. 

Senator  Frelinghuysen.  You  do  not  know  whether  it  is  a  cor- 
poration or  a  partnership? 

Mr.  WnjjAMS.  I  do  not    May  I  ask  the  examiner? 
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Senator  Freunghtttsbn.  No;  I  want  you  to  answer.  Yoa  do  not 
know  whether  it  is  a  corporation  or  a  partnership  ? 

Mr.  Williams.  I  do  not  know  exactly  the  form  of  the  association. 

Senator  Frelixghuyben.  If  it  were  a  partnership,  could  it  issue 
bonds? 

Mr.  Williams.  I  think  that  there  are  corporations  or  associations 
of  a  special  character  incorporated  under  the  laws  of  Massachusetts, 
for  example. 

Senator  Frelinohuysen.  I  do  not  know,  myself. 

Mr.  Williams.  I  do  not  know  whether  this  is  a  Massachusetts 
corporation  or  not. 

The  Chairman.  Was  there  not  a  statement  of  the  purposes  of  this 
company  put  into  the  record  ? 

Mr.  Williams.  A  statement  from  which  no  intelligent  conclusions 
could  be  drawn  by  me. 

Senator  Frelinohuysen.  Have  you  made  any  effort  to  get  a  state- 
ment from  the  company?  Have  you  applied  to  their  office  for  a 
6taten:ent? 

Mr.  Williams.  I  just  told  you  of  my  unavailing  efforts  to  get  some 
data  from  Mr.  Cooper. 

Senator  Frelinohuysen.  Is  Mr.  Cooper  an  officer  of  the  company! 

Mr.  Williams.  I  understand  he  is  a  director.  He  may  be  vice 
president;  I  do  not  know. 

Senator  Frelinohuysen.  Have  you  made  any  formal  application 
at  the  office  of  the  company  for  a  statement? 

Mr.  Williams.  I  have  not  personally.  I  do  not  know  how  far 
the  examiners  may  have  gone  in  their  efforts  to  find  out  something 
about  the  company.  I  know  they  have  diligently  tried  to  inform 
themselves  with  results  which  were  not  entirely  satisfactory. 

Now,  Mr.  Chairman  and  gentlemen,  I  have  shown  you  the  char- 
acter of  the  paper  which  has  been  circulated  and  loaded  upon  these 
banks  here.  I  have  chargred  that  there  was  a  coterie  of  men  who 
were  circulating  their  obligations  and  interlacing  their  loans  between 
the  Washington  bank  and  the  banks  of  the  Carolinas  and  Georgia* 
I  have  told  you  that  I  had  a  deep  mistrust  of  all  of  those  men;  that 
I  could  not' believe  the  staten*ents  whi^h  were  made  to  the  comp- 
troller's office  by  them  and  in  their  behalf,  and  I  felt  that  they  were 
trying  to  impose  upon  the  Jocal  banks  and  to  impose  upon  the  banks 
and  the  shareholders  of  the  banks  with  which  they  were  connected 
in  the  States  farther  South. 

I  showed  you,  in  February,  one  of  this  coterie  whose  paper  was 
frequently  found  in  the  local  banks,  the  United  States  Savings  Bank 
or  the  Union  Savings  Bank  here,  was  a  man  for  whose  arrest  orders 
had  been  issued  by  the  Chicago  courts  and  that  he  had  declined  to 
go  on  to  Chicago  to  face  trial  and  that  the  case  was  still  pending 
until  the  early  part  of  this  year,  when  some  kind  of  an  adjustment 
was  made,  or  settlement. 

I  will  now  read  you  a  statement  which  has  been  placed  in  my  hands 
in  the  past  few  days.    It  is  certified  to  by  the  clerk  of  the  court: 


Ck>inplaint. 
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NOBTH  C>BOLINA, 

Columbus  County, 

In  the  Superior  Court — February  Term,  1919. 
The  American  Bank  &  Trust  Co.,  plaintiff, 

V. 

N.  P.  Jknrette,  defendant. 
The  American  Bank  &  Trust  Co.  is  the  company  of  which  Thomas 
E.  Cooper  is  president.  Thomas  E.  Cooper  is  also  a  director  of  the 
United  States  Savings  Bank  of  Washington.  N.  P.  Jenrette  was,  I 
believe,  the  acting  cashier  or  officer  of  the  State  Bank  at  Waycross 
which  drew  the  drafts  upon  the  Wilmington  bank  which  were  sub- 
sequently taken  out  or  accounted  for  at  the  time  that  Wade  Cooper 
sold  his  30,000  bureau  bonds  to  the  Waycross  Bank. 

(Reading:) 

The  plaintiff  complaining  of  the  defendant,  alleges : 

1.  That  the  plaintiff  is  a  corporation  duly  chartered  and  organised  under  tbo 
laws  of  North  Carolina,  and  doing  a  general'  banking  business  in  the  city  of 
Wilmington,  N.  C,  and  was  such  at  the  time  hereinafter  mentioned. 

2.  That  on  the  26th  day  of  September,  1917,  the  defendant  became  indebted  to 
the  p  aintiff  in  the  sum  of  three  thousand  one  hundred  and  eighty-five  and  08/100 
($3 185.08)  doUars,  and  to  secure  the  same  the  defendant  executed  and  delivered 
to  the  plaintiff  his  promissory  note  in  words  and  figures,  to  wit : 

$3,ia5.08.  Wilmington,  N.  C,  Sept.  26th,  1911. 

This  note  was  dated  between  the  time  that  the  bureau  bonds  were 
sold  by  Wade  Cooper  to  the  Waycross  Bank  at  100,  and  the  time 
that  the  United  States  Bank  sold  77,000  to  Wade  Cooper's  brother 
at  16  or  20. 

May  26th,  1918,  after  day  I  or  we  promise  to  pay  to  the  American  Bank  &  Trust 
Co.,  or  order  at  said  bank  and  trust  company  of  Wilmington,  N.  C,  three  thousand 
one  hundred  and  eighty-five  and  08/100  dollars,  for  value  received,  and  discount 
before  and  with  interest  after  maturity,  at  the  rate  of  six  per  cent  per  annum, 
and  all  collection  charges,  attorney's  fees,  etc.,  having  deposited  with  it  as 
collateral  security  therefor  and  for  any  other  indebtedness  which  may  now  exist 
or  may  hereafter  accrue  from  us  to  said  bank. 

Cut  #43  par  (10)  ten  shares  Waycross  Savings  &  Trust  Co. 

Cut  #26  par  (10)  ten  shares  Bank  of  F  oral  City. 

(Xit  #22  par  (20)  ten  shares  Bank  of  Floral  City. 

Which  it  is  hereby  authorized  to  sell  without  notice,  at  public  or  private  sale 
at  its  option,  in  case  of  the  nonperfom:ance  of  this  promise,  applying  the  net 
proceeds  to  the  payment  of  this  note,  including  the  interest  and  attorney's  fees, 
coll'  ctlon  charges,  etc.,  and  to  any  other  indebtedness  then  existing  from  to  said 
bank  and  trust  company  and  accounting  to  for  the  surplus,  If  any,  in  case  of 
deflcience  promise  to  pay  said  bank  and  trust  company  the  amount  thereof  forth- 
with after  such  sale,  with  Interest  upon  amount  unpaid  at  the  rate  above  speci- 
fied, and  in  case  the  above  security  shall  decline  In  va  ue  at  any  time  before  the 
maturity  of  this  obligation,  and  shall  upon  request  verbal  or  written,  fall  to  make 
good  the  margin,  then  the  said  bank  and  trust  company  or  Its  assigns  may  proceed 
to  sell  as  If  this  note  had  matured. 

Presentation,  demand  of  payment,  protest,  and  notice  of  nonpayment  or  of 
protest  is  hereby  waiveil  by  all  parties  to  this  note. 

(Signed)  K  P.  Jknrette. 

Post  OrncE,  Tabor,  N,  C. 
5/26/18. 

8.  That  by  said  promissory  note  and  paper  writing  set  out  iix  article  two  of  this 
complaint,  the  defendant  obligated  to  pay  to  the  p  aintlfP  the  sum  of  three 
thousand  and  one  hundred  and  eighty-five  and  08/100  ($3,185.08)  dollars,  on 
the  26th  day  of  Mqy,  1918,  with  interest  after  maturity. 

4.  That  at  the  time  the  said  note  or  paper  writing  above  set  out,  was  executed 
and  delivered  to  the  plaintiff  by  the  defendant,  the  s.aid  defendant  endorsed, 
tiime<l  over,  and  delivered  the  stocks  mentioned  In  the  paper  writing  abovq 
alleged  for  the  payment  of  the  said  promissory  note  made  by  the  defendant, 
N.  P.  Jenrette,  to  the  plaintiff. 
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5.  That  at  the  maturity  of  the  said  note  the  same  was  not  paid  nor  any  {mrt 
thereof:  although  repeated  demands  had  heen  made  on  said  defendant  by  the 
plaintiff  for  the  money  due  on  said  note,  but  defendant  has  failed,  neglecteti,  and 
refused  to  pay  the  money  evidenced  by  said  note  and  still  refuses  to  pay  the  same. 

6.  That  the  plaintiff  is  still  the  owner  of  said  note  and  in  the  possession  of  the 
said  stocks,  and  the  full  amount  of  said  note  is  still  dne  and  owing  to  the  plaintiff. 

Wherefore  plaintiff  prays  judgment — 

First.  For  the  sum  of  $3,185.08  with  interest  on  the  same  from  the  26th  day  of 
May.  1918. 

Second.  That  the  said  bank  stocks  mentioned  in  the  complaint  be  sold  by  a 
commissioner  to  l>e  appointed  by  this  court. 

Thinl.  For  the  cost  of  this  action  and  for  such  other  and  further  relief  as  the 
plaintiff  may  be  entitled  to  in  the  premises. 

liEWIS  &  POWETX, 

Attorneys  for  Plaintiff. 

North  Carolina,  Nciv  Hanover  County. 

T.  E.  Cooper,  being  duly  sworn,  says :  Tliat  the  plaintiff  Is  a  corporation  duly 
chartered  and  organized  and  doing  business  in  North  Carolina ;  that  he  is  presi- 
dent of  «»nid  corporation  ;  that  he  has  read  the  foregoing  complaint,  and  the  same 
Is  true  to  his  own  knowledge,  except  as  to  those  matters  therein  stated  on  In- 
formation and  belief,  and  as  to  those  matters  he  believes  to  bi»  true. 

Thos.  E.  Cooper,  President. 

Sworn  to  and  subscribed  before  me  this  20th  day  of  March,  1919. 

|i..  s.l  '  C.  E.  Bethea,  Notary  Public. 

My  commission  expires  June  10th,  1920. 


North  Carolina,  Columbus  County. 

I,  J.  L.  Memory,  clerk  Superior  Court,  in  and  for  said  county  and  State,  do 
hereby  certify  that  the  foregoing,  or  annexed,  four  sheets,  is  a  true  and  correct 
copy  of  the  original  comp'aint  as  now  on  file  in  my  said  office. 

Witness  my  hand  and  seal,  this  30th  day  of  June,  1919. 

[SEAL.]  J.  L.  Memory, 

Clerk  Superior  Court. 

Here  is  the  answer : 

State  of  North  Carolina, 
Columbus  County. 

AMKuicAPf  Bank  &  Trust  Company) 

V.  Answer. 

N.  p.  Jenrette. 

The  dofeiuhuit,  answering  the  complaint,  says: 

First.  That  h^  nclnilts  article  one  of  the  complaint  to  be  true. 

Second.  That  he  admits  article  two  of  the  complaint  to  be  true,  except  that  It  is 
sublect  to  the  qualifications  set  forth  in  the  further  defense  to  this  section. 

Third.  Answering  the  third  allegation,  the  defendant  admits  the  same  to  be 
true,  except  that  the  same  is  subject  to  the  qualifications  set  forth  in  the  further 
defense. 

Fourth.  Answ^ering  the  fourth  allegati(»n,  the  defendant  denies  the  same,  and  to 
the  contrary  avers  that  whi'e  he  admits  that  he  endorse<l  the  stocks  mentioned  in 
the  said  paper-writing,  he  did  not  turn  over  and  deliver  the  same  to  the  plaintiff, 
as  they  were  already  then  in  the  posj^esslon  of  the  plaintiff,  and  that  he  simply 
signed  the  note  and  endorsed  the  stock  which  was  presented  to  him,  the  same  be- 
ing already  in  the  po.ssession  of  the  plaintiff. 

Fifth.  The  defendant  admits  that  at  the  maturity  of  the  said  note  the  same 
was  not  paid,  but  denies  that  repeated  demands  have  been  nmde  on  the  defendant 
for  the  payment  of  the  said  note,  but  admits  that  he  has  been  requested  to  renew 
the  same  from  time  to  time  and  has  failed  to  renew  the  .same  from  the  maturity 
of  the  said  note. 

Sixth.  Answering  the  sixth  allegation,  the  defendant  says  that  he  has  no 
knowledge  or  information  sufficient  to  form  a  belief  as  to  the  truth  of  the  said 
article,  and  therefore  asks  that  plahitiff  be  put  to  strict  proof  6t  the  same. 

For  a  further  defense  of  this  action,  the  defendant  says :  That  wliile  this  de^ 
fendant  is  nominally  the  maker  of  the  promissory  note  sue<l  on  in  this  action,  tliat 
he  is  neither  morally  nor  equitably  the  debtor  thereunder,  but  the  true  d^ltors 
Mre  Thomas  E.  Cooper,  the  president  of  the  plaintiff  bank 
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And  at  the  present  time,  gentlemen,  a  director  of  the  United  States 
Savings  Bank — 

and  J.  L.  Cooper,  his  brother,  and  tliat  the  said  note  was  given  for  the  accom- 
modation and  benefit  and  advantage  of  the  said  Thomas  E.  Cooper  and  L.  J. 
Cooper,  as  is  hereinafter  detailed;  that  this  defendant,  in  the  year  1914,  or 
thereal>outs,  represented  the  said  Tliomas  E.  Cooper  and  L.  J.  Cooper  in  the 
States  of  Georgia  and  Florida,  as  an  agent,  confidential  and  personal  friend,  in 
assisting  in  conducting,  together  with  L.  J.  Cooper,  the  business  of  tlio  Way- 
cross  Savings  &  Trust  Co.,  the  State  Bank  of  Waycross,  the  Herald  Publishing 
Co.,  the  Waycross  Street  Railroad  Co.,  and  the  Bank  of  Floral  City,  in  the 
State  of  Florida;— 

One  of  the  banks  whose  stock  appears  to  have  been  pledged  as 
security  for  the  loan — 

that  during  the  said  year  all  of  the  said  several  institutions  or  corporations 
became  utterly  and  notoriously  insolvent,  and  upon  public  investigation  being 
made  the  condition  of  the  said  several  institutions  began  seriously  to  reflect  upon 
the  business  ability,  integrity,  and  character  of  the  said  L.  J.  Cooper  and  his 
brother,  Thomas  E.  Cooper,  and  the  Cooper  family;  that  in  order  to  save  an 
exposure  and  prevent  any  such  reflection,  this  affiant,  who  was  a  first  cousin 
and  confidential  employee  of  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper,  was 
induced  by  them  to  execute  in  his  name,  for  which  he  was  in  no  respect  person- 
ally liable,  and  for  their  benefit  and  accommodation,  notes  aggregating  nearly 
one  hundred  thousand  dollars; — 

I  pause  here,  gentlemen,  to  mention  that  among  the  securities  which 
were  so  highly  praised  by  Mr.  Wade  Cooper,  found  in  the  portfolio  of 
the  United  States  Savings  Bank  here  by  one  of  the  examiners,  was 
$16,000  of  Jenrette  paper.  Possibly  it  may  have  been  a  part  of  that 
$100,000  on  which  he  said  he  owed  nothing. 

Senator  Ghonna.  Is  this  statement  you  are  reading  now  a  state- 
ment made  by  Mr.  Jenrette? 

Mr.  Williams.  Yes,  sir. 

(Contmuing  reading:) 

that  on  either  the  said  note  or  the  other  notes  this  affiant  did  not  owe  one  cent 
personally,  but  being  as  aforesaid  a  first  cousin  of  the  said  L.  J.  Cooper  and 
Thomas  E.  Cooper  and  a  confidential  agent  and  friend — 

And  I  will  also  say,  a  first  cousin,  necessarily  to  Mr.  Wade  Cooper 
who  took  the  notes  which  I  have  just  referred  to  and  carried  them  in 
the  local  banks — over  $16,000  of  notes  at  one  time  in  the  bank. 

The  Chairman.  Did  the  bank  suffer  any  loss? 

Mr.  Williams.  At  least  some  of  those  Jenrette  notes  were  taken 
up  about  the  time  of  the  bureau  bond  transaction-: — 

The  Chairman.  You  did  not  answer  my  question.  Did  the  bank 
suffer  any  loss? 

Mr.  Williams.  Not  that  I  know  of,  on  that  note. 

The  Chairman.  Proceed. 

Mr.  William  (continuing  reading) : 

confidential  agent  and  friend,  he  allowed  them  to  use  him  and  his  name  as  a 
scapegoat  to  relieve  them  from  the  onus  and  refiection  that  arose  from  the 
said  negligent  conduct  of  the  business  of  the  said  several  institutions;  that 
when  this  defendant  signed  the  said  note  sued  on  in  this  action  the  note  was 
brought  to  him  by  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper,  together  with 
certain  stocks  mentioned  in  the  said  note,  none  of  which  had  this  defendant 
theretofore  owned  and  in  none  of  which  he  had  any  interest  whatsoever,  and 
the  said  Thomas  E.  Cooper  and  L.  J.  Cooper  requested  the  defendant  to  execute 
the  said  note  and  endorse  the  said  stock  for  them,  and  he  did  so,  they  taking 
the  same  and  using  it  or  discounting  it  in  some  way  in  the  American  Bank  & 
Trust  Co. ;  that  this  defendant  in  this  transaction  never  asked  or  requested  the 
American  Bank  &  Trust  Co.  to  lend  him  a  cent ;  that  the  money  was  not  loaned 
to  him  actually  and  what  became  of  the  money  this  defendant  does  not  know,  as 

14483^—19 ^16 
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the  said  Thomas  E.  Cooper  and  L.  J.  Cooper  managed  the  same  entirely,  he 
simply  allowing  them  to  use  his  name  as  a  figurehead ;  that  this  defendant  does 
not  owe  the  said  debt  morally  or  equitably  but  the  said  debt  is  due  and  owing  by 
Thomas  E.  Cooper  and  L.  J.  Cooper  or  some  other  person  for  whom  they  raised 
the  money,  and  that  at  the  time  this  defendant  executed  the  said  note  he  was 
assured,  promised  and  guaranteed  by  the  said  Thomas  E.  Cooper  and  Lu  J. 
Cooper  that  they  would  take  care  of  and  pay  the  said  note  and  not  subject  this 
defehdant  to  the  payment  of  the  same ; — 

They  seem  to  have  given  hun  the  assurances  which  the  examiner 
states  were  given  by  the  same  men  to  the  United  States  Savings 
Bank 

The  Chairman.  Which  Cooper  was  it  that  was  removed  as  di- 
rector? 

Mr.  Williams.  As  director  where  ? 

The  Chairman.  One  of  these  banks.  Was  not  L.  J.  Cooper  re- 
moved ? 

Mr.  Williams.  He  was  at  one  time  the  president  of  the  Waycross 
Bank. 

The  Chairman.  The  president? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  He  resigned.  Do  you  know  at  whose  instance 
he  resi^ied? 

Mr.  Williams.  I  think  that  the  criticism  of  the  comptroller's 
office  had  a  good  deal  to  do  with  getting  him  out. 

The  Chairman.  Yes.  You  do  not  know  that  Mr.  Wade  Cooper 
made  him  resign? 

Mr.  Williams.  Mr.  Wade  Cooper,  in  his  testimony  before  this 
committee,  has  stated  that  he  told  him  he  should  get  out,  or  words  to 
that  effect. 

(Continuing  reading)  : 
that  this  defendant  th?refore  prays  the  court  that  the  said  Thomas  B.  Cooper 
and  L.  J.  Cooper  be  made  parties  defendant  to  this  action  and  that  the  plaintiff 
recover  of  them  instead  of  from  him  the  amount  of  the  said  note  and  interest, 
and  that  In  the  event  any  recovery  should  be  had  against  this  defendant,  that  be 
recover  over  in  this  action  against  the  said  defendants  Thomas  E.  Cooper  and 
L.  J.  Cooper;  that  the  said  plaintiff  was  fully  affected  with  notice  of  this 
transaction  by  and  through  Thomas  E.  Cooper,  who  was  then  and  still  is  presi- 
dent of  the  said  bank. 

Wherefore,  the  defendant  prays  judgment — 

Fir»t,  That  Thomas  E.  Cooper  and  L.  J.  Cooper  be  made  parties  defendant 
to  this  action. 

Second.  That  the  plaintiff,  on  account  of  the  note  that  the  said  plaintiff  had 
of  the  true  transaction  In  this  case,  be  adjudged  not  entitled  to  recover  against 
this  defendant  but  against  the  other  defendants,  Thomas  E.  Cooper  and  L.  J. 
Cooper. 

Third.  That  in  the  event  the  court  should  hold  that  this  defendant  is  re- 
sponsible legally  upon  the  said  note,  that  this  defendant  be  entitled  to  recover 
over  against  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper  the  full  amount  for 
which  this  defendant  may  be  held  liable  to  the  plaintiff. 

Fourth.  For  such  other  and  further  relief  in  the  premises  as  the  nature  and 
equity  of  this  case  may  require  and  to  this  honorable  court  may  seem  meet, 
and  for  the  costs  of  this  action.  Schulken  &  Toon, 

John  D.  Beixamt  &  Son, 
Attorneys  for  the  Defendamt. 

State  of  North  Cabolina,  Columbus  County. 

N.  P.  Jenrette,  being  duly  sworn,  deposes  and  says:  That  he  has  read  tlie 

foregoing  answer ;  that  the  same  is  true  to  his  own  knowledge  except  as  to  those 

matters  therein  stated  on  information  and  belief  and  as  to  those  matters  he 

believes  it  to  be  true.  i.t  «  -r     

N.  P.  JENBcrns. 

Sworn  to  and  subBcrlbed  to  before  me  this  the  10th  day  of  April,  1919. 

J.  L.  Memory,  Clerk  Supreme  Court. 
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North   Carolina,    ColumhuH   Countii. 

I,  J.  L.  Memory,  clerk  Superior  Court,  in  and  for  said  county  and  State. 
hereby  certify  that  the  foregoing,  or  annexed,  five  sheets.  Is  a  true  and  correct 
copy  of  the  original  answer,  as  now  on  file  In  my  said  office. 

Witness  my  hand  and  official  seal,  this  30th  day  of  June,  1919. 

[seal.]  J.  L.  Memory,  Clerk  Superior  Court. 

Senator  Gronna.  Was  the  Waycross  Bank  a  national  or  State 
bank? 

Mr.  WiiiMAMS.  It  is  a  national  bank,  Senator. 

Senator  Gronna.  Was  that  a  bad  failure?  That  bank  failed,  as 
I  understand  it? 

Mr.  Williams.  No,  sir;  the  national  bank  has  not  failed. 

Senator  Gronna.  It  has  not  failed? 

Mr.  WnjLLAMs.  No,  sir. 

Here  is  another  statement: 

State  of  North  Carolina,  Columbus  County. 

American  Bank  &  Trust  Co.  1 

V.  [Affidavit. 

N.  P.  Jenrette.  J 

N.  P.  Jenrette,  being  duly  sworn,  says  that  he  is  the  defendant  named  in  the 
above  entitled  action,  and  is  the  person  who  signed  and  executed  the  note 
described  in  the  complaint;  that  this  defendant  states  that  Thomas  B. 
Co<q)er 

I  pause  here  to  remark  that  this  same  Tliomas  E.  Cooper  is  the 
man  who  telegraphed,  in  October  last,  to  the  Secretary  of  the  Treas- 
ury, urging  the  removal  of  National  Bank  Examiner  Trimble  because 
he  said  he  was  becoming  a  menace  to  the  public.  What  the  examiner 
was  doing  was  ascertaining  and  finding  out  these  transactions  which 
I  am  bringing  to  your  attention,  and  the  rotten  character  of  much 
of  the  paper  with  which  they  had  sought  to  load  up  the  local  banks 
and  which  he  had  insisted  should  be  removed. 

Senator  Gronna.  Just  so  I  may  not  misunderstand  you,  if  it  does 
not  interrupt  you 

Mr.  Wtuaams.  No,  certainly  not. 

Senator  Gronna.  Did  any  of  those  banks  fail? 

Mr.  WiULJAMS.  Here  is  a  certificate  referring  to  the  bank's  being 
hopelessly  insolvent,  notoriously  insolvent.  Yes,  they  failed;  a 
number  of  them  failed.  Here  is  the  affidavit  of  the  officer  of  the 
bank.  He  was  cashier  of  the  State  Bank  of  Waycross,  a^  I  under- 
stand it. 

You  asked  me,  Senator,  whether  it  was  a  national  or  State  bank. 
The  bank  of  which  L.  J.  Cooper  was  president  was  a  national  bank. 
He  got  out,  or  was  removed.  There  was  a  State  bank  there,  also. 
I  am  not  entirely  certain  whether  he  was  the  president  of  it  or  not ; 
but  eJenrette  was  the  acting  cashier  of  that  bank. 

Senator  Gronna.  And  that  bank  failed? 

Mr.  Williams.  Yes.  This  is  the  certificate  which  I  am  reading 
3^ou  now. 

Senator  Gronna.  This  paper  that  you  refer  to  here,  now — was 
that  ever  paid,  or  was  any  part  of  it  paid  ? 

Mr.  Williams.  I  know  nothing  about  this  particular  note.  This 
note  is  one  which  it  is  claimed  is  still  in  the  Wilmington  bank  unpaid 
and  for  which  the  Wilmington  bank  is  suing  Jenrette,  and  Jenrette 
says  he  does  not  owe  it,  but  the  Coopers  owe  it. 
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(Continuing  reading) : 

that  this  defendant  states  that  Thomas  E.  Cooper,  the  presiilent  of  the  plaintiff 
bank,  who  verified  the  complaint  In  this  cause,  and  L.  J.  Cooper,  a  brother  of  the 
said  Thomas  E.  Cooper,  are  the  true  and  real  debtors  on  the  said  note,  and  not 
this  defendant ;  that  this  defendant,  in  the  States  of  Georgia  and  Florida,  repre- 
sented the  said  Thomas  E.  Cooper  and  !-•.  J.  Cooper  in  the  capacity  of  agent 
and  personal  friend  in  conducting,  or  assisting  in  conducting,  together  with 
L.  J.  Cooper,  the  business  of  the  Waycross  Savings  &  Trust  Ca,  the  State  Bank 
of  Waycross,  the  Herald  Publishing  Co.,  the  Waycross  Street  Railway  Co.,  and 
the  Bank  of  Floral  City,  in  the  State  of  Florida ;  that  during  the  year  1914 
all  of  the  said  several  institutions  or  conwratlons  became  insolvent  and,  upon 
public  investigation,  began  seriously  to  reflect  upon  the  business  ability,  integ- 
rity, and  character  of  the  said  L.  J.  Cooper  and  Thomas  B.  Cooper,  and  the 
Cooper  family ;  that  in  order  to  save  an  exposure  and  to  prevent  any  such 
reflection,  this  aflflant  was  induced  by  Thomas  E.  Cooi>er  and  L.  J.  Cooper  to 
execute  in  his  name  the  note  sued  on  in  the  complaint,  together  with  other 
notes  aggregating  nearly  one  hundred  thousand  dollars 

The  Chairman.  I  would  like  to  get  this  clear  as  we  go  along. 
You  said  many  of  these  banks  failed.  He  has  not  stated  what  banks. 
This  is  the  statement  of  Jenrette? 

Mr.  Williams.  He  was  an  officer  of  one  of  the  banks  that  failed. 

The  Chairman.  Did  any  of  the  banks  with  which  Mr.  L.  J.  Cooper 
was  connected  or  Thomas  E.  Cooper,  or  any  of  the  family,  fail  ? 

Mr.  Williams.  I  am  coming  to  an  illustration  of  that  in  a  few 
minutes  if  j-ou  will  kindly  allow  me  to  proceed  in  an  orderly  way. 

The  Chairman.  Just  answer  my  question. 

Mr.  Williams.  I  think  that  Mr.L.  J.  Cooper  was  an  officer  of  this 
very  State  bank  which  failed.  That  is  my  impression.  You  can 
have  it  verified. 

The  Chairman.  You  do  not  know  whether  any  of  the  institutions 
with  which  the  Coopers  were  connected  failed  or  not? 

Mr.  WiLLiA3i8.  Yes ;  I  do  know  that  a  number  of  the  banks  were 
closed  out. 

The  Chairman.  In  which  they  were  officers? 

Mr.  Williams.  In  which  they  were  officers  or  guiding  and  direct- 
ing spirits.  I  have  not  them  ready  at  hand,  but  I  can  ^et  a  tabulated 
statement  of  the  official  connection  of  the  Cooper  family  with  failed 
banks,  and  if  you  would  like  me  to  do  so  I  can  present  you  with  such 
a  schedule. 

The  Chairman.  I  did  not  know  but  what  you  knew. 

Mr.  Williams.  I  have  not  it  at  hand  in  a  detailed  statement. 
Here  is  the  affidavit  of  Jenrette,  an  officer  of  the  bank,  which  he 
states  became  notoriously  insolvent. 

(Continuing  reading:) 

that  during  the  year  1914  all  of  the  said  several  institutions  or  corporations 
became  insolvent 

That  included  three  banks 


became  insolvent,  and,  upon  public  investigation,  began  seriously  to  reflect  upon 
the  business  ability,  integrity,  and  character  of  the  said  L.  J.  Cooper  and 
Thomas  E.  Cooper  and  the  Cooper  family;  that  in  order  to  save  an  exposure 
and  to  prevent  and  such  reflection,  this  affiant  was  induced  by  Thomas  B. 
Cooper  and  I^.  J.  Cooper  to  execute  in  his  name  the  note  sued  on  in  the  com- 
plaint, together  with  other  notes  aggregating  nearly  one  hundred  thousand 
dollars;  that  in  the  said  notes  and  in  the  note  sued  on,  this  affiant  owed  not 
one  cent  personally,  but  being  a  relative,  to  wit,  a  first  cousin  of  the  said 
L.  J.  Cooper  and  Thomas  E.  Cooper,  and  in  order  to  protect  the  family  name, 
he  allowed  the  said  Thomas  E.  Cooper  and  L.  J.  Cooper  to  use  him  as  a  scape- 
goat to  save  the  reputation  of  the  said  Coopers ;  that  he  executed  the  said  note 
and  signed  Indorsements  for  the  stock  mentioned  therein  as  collateral,  not  one 


HOMIKATIOK  OF  JOHN  SKELTON  WUiLIAMS.  227 

share  of  which  he  owned,  but  which  was  transferred  to  him  by  the  said 
Coopers,  or  at  their  Instance,  and  turned  over  by  them  and  discoimted  in 
the  American  Banlc  &  Trust  Co.,  of  Wilmington,  N.  C,  in  affiant's  name; 
that  the  said  Thomas  E.  Cooper,  president  of  the  American  Banlc  &  Trust  Co., 
Icnew  every  detail  of  the  transaction  hereinbefore  alluded  to,  advised,  con- 
curred in,  and  induced  this  defendant  to  sign  and  execute  the  said  note  for 
him  and  the  said  L.  J.  Cooper,  and  it  is  absolutely  necessary,  in  order  to  have  a 
complete  determination  of  the  transaction,  that  the  said  Thomas  E.  Cooper 
and  L.  J.  Cooper  be  made  parties  defendant  in  this  action,  it  being  the  intent 
and  purpose  of  the  law  to  determine  the  entire  controversy  In  one  action ;  that  , 
this  affiant  says  that  the  American  Bank  &  Trust  Co.,  through  its  president, 
Thomas  E.  Cooper,  had  full  notice  of  all  the  facts  detailed,  and  that  therefore 
this  matter  is  in  no  sense  a  surprise  to  them,  but  a  matter  of  which,  as  stated 
above  they  were  fully  aware  from  the  time  the  said  note  was  originally 
executed  and  from  time  to  time  renewed.  That  the  said  Thomas  E.  Cooper 
and  L.  J.  Cooper  agreed  to  hold  this  affiant  harmless  from  any  liability  on  the 
said  note  and  that  they  would  pay  the  same  and  not  subject  him  to  the  pay- 
ment when  the  same  should  mature. 

For  the  above  reasons,  therefore,  this  affiant  prays  the  court  to  have  the  said 
Thomas  E.  Cooper  and  L.  J.  Cooper  made  parties  defendant  to  this  action  and 
that  they  be  allowed  to  file  an  answer  together  with  him  in  this  cause  if  they  so 
desire. 

N.  P.  Jenrette. 

Subscribed  and  sworn  to  before  me  this  10th  day  of  April,  1919. 

J.  L.  Memory,  C  8.  C. 

State  of  North  Carolina,  Columbus  County, 
American  Bank  &  Trust  Co., 


V. 

N.  P.  Jenrette. 


Notice. 


To  the  plaintiff  above  named: 

Please  take  notice:  That  the  defendant  will  move,  before  his  honor  T.  H. 
Calvert,  judge,  at  the  opening  of  court  at  Whlteville,  N.  C,  on  Monday,  the  21st 
day  of  April,  1919,  to  have  Thomas  E.  Cooper  and  L.  J.  Cooper  made  parties 
defendant  in  this  cause  on  the  affidavit  hereto  annexed,  of  which  the  plaintiff 
should  take  due  notice. 

This  9th  day  of  April,  1919. 

ScHULKEN  &  Toon, 
John  D.  Bellamy  &  Son, 
Attorneys  for  the  Defendant. 

North  Carolina,  Columbus  County. 

I,  J.  L.  Memory,  clerk  superior  court  in  and  for  said  county  and  State,  do 
hereby  certify  that  the  foregoing  and  annexed  three  sheets  is  a  true  and  correct 
copy  of  the  original  affidavit,  as  now  on  file  in  my  said  office. 
Witness  my  hand  and  official  seal,  this  30th  day  of  June,  1919. 

J.  L.  Memory, 
Clerk,  Superior  Court. 

I  have  another  communication  in  connection  with  this  matter 
that  I  will  lay  before  you. 

The  Chairman.  Do  you  know  whether  the  Coopers  were  made 
parties  to  this  cause? 

Mr.  Williams.  I  was  going  to  bring  another  statement  forward 
in  that  same  connection. 

The  Chairman.  Have  you  finished  with  this  affidavit? 

Mr.  Williams.  No,  sir;  not  yet. 

Mr.  Chairman  and  gentlemen,  it  appears  to  have  become  known  in 
North  Carolina  that  a  copy  of  this  had  been  furnished  by  the  court 
to  me,  and  yesterday  we  received  this  letter  from  Robert  Ruark, 
attorney  at  law,  Wilmington,  N.  C. — ^William  B.  Campbell — dated 
July  12, 1919,  three  days  ago : 
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[Robert  Ruark,  attorney  at  law«  Wilmington,  N.  C. ;  Wm.  B.  Campbell.] 

July  12, 1919. 
Mr.  J.  K.  DouGHTON, 

National  Bank  Examiner, 

Care  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Re :  American  Bank  &  Trust  Co.  v.  N.  1*.  Jenrette — pending  in  Superior  Court, 
Columbus  County,  N.  C. 

Dear  Sib:  I  represent  in  the  above  litigation  Mr.  Thos.  E.  Cooper,  of  Wil- 
mington, X.  C.  I  am  informal  that  y(m  recently  requested  a  certified  copy  of 
the  record  or  certain  iK>rtions  of  the  record  In  this  cause,  and  that  the  same 
should  be  sent  to  you,  care  the  Comptroller  of  the  Currency,  at  Washington. 
The  province*  of  this  letter  is  not  to  discuss  your  purpose  in  requesting  the  copy 
of  the  record  or  the  probable  use  you  Intend  to  make  of  same. 

It  Is,  however,  the  purpose  of  this  letter  to  bring  to  your  attention  the  fact 
that  an  affidavit  by  N.  P.  Jenrette  was  duly  filed  in  this  cause  on  the  11th 
day  of  July,  1919,  which  in  my  opinion  constitutes  an  Important  part  of  tlie 
record  and  which  I  assume  you  would  like  to  have.  I  am,  therefore,  Inclosing 
certifieil  copy  of  the  affidavit  referred  to,  upon  the  assumption  that  If  It  is  your 
purpose  or  any  other  person  for  whom  you  are  acting  to  make  any  use  of  the 
certified  rword  thus  far  furnished  you  It  will  be  your  desire  or  the  desire  of  any 
such  other  person  to  use  In  connection  with  the  record  the  affidavit  which  Is 
Inclosed,  to  the  end  that  the  entire  record,  and  not  merely  a  part  thereof,  may 
be  made  use  of. 

I  am  sending  this  letter,  with  Inclosure,  by  registered  mall,  and  will  appre- 
ciate your  acknowledgment  of  Its  receipt. 
Very  truly,  yours, 

Robert  Ruark, 
Attorney  for  Thos,  E,  Cooper, 

The  affidavit  referred  to  is  as  follows: 

State  of  North  Carolina, 

County  of  Columbus, 

In  Superior  Court. 

American  Bank  &  Trust  Co., 

t\  Affidavit. 

N.  P.  Jenrette. 

N.  P.  Jenrette,  defendant  above  named,  being  duly  sworn,  says  on  or  about 
the  10th  day  of  April,  1919,  there  was  filed  In  the  above-entitled  cause  an 
affidavit  verified  by  me  in  support  of  a  motion  to  make  Thos.  E.  Cooper  and 
L.  "J.  Cooper  parties  defendant  In  said  cause,  the  Thos.  E.  Cooper  referred  to 
being  a  resident  of  the  city  of  Wilmington,  N.  C.,  and  president  of  American 
Bank  &  Trust  Co.,  of  said  city. 

In  said  affidavit  certain  statements  were  made  with  reference  to  Thos.  B. 
Cooper  in  connection  with  the  various  matters  In  said  affidavit  referred  to; 
among  other  things  there  was  contained  In  said  affidavit  statement  that  Thos. 
E.  Cooper  was  one  of  the  real  debtors  on  the  note  sued  on  In  this  cause ;  that 
this  affiant  was  acting  as  agent  for  said  Thos.  E.  Cooper  and  L.  J.  Cooper  in 
conducting  or  assisting  In  the  conduct  of  certain  businesses  In  the  States  qt 
Georgia  and  Florida ;  that  during  the  year  1914  all  of  said  businesses  became  in- 
solvent and  their  condition  began  to  seriously  reflect  upon  the  busine.ss  ability. 
Integrity,  and  character  of  L.  J.  Cooper  and  Thos.  E.  Cooper  and  others;  that 
in  order  to  save  Thos.  E.  Cooper  and  others  from  such  reflection  the  said  Thos. 
E.  Cooper  and  L.  J.  Cooper  Induced  affiant  to  execute  the  note  referred  to, 
together  with  other  notes  aggregating  nearly  one  hundred  thousand  ($100,000.00) 
dollars ;  that  affiant  did  not  owe  personally  anything  on  the  notes  referred  to  or 
the  notes  sue<l  on.  but  signed  the  same  under  the  Inducement  of  Thos.  E.  Cooper 
and  L.  J.  Cooper  in  order  to  protect  the  Cooi)er  family  name;  that  the  stock 
attached  to  said  note  as  collateral  was  not  owned  by  affiant,  but  was  trans- 
ferred to  him  by  the  Coopers  or  at  their  Instance,  and  was  turned  over  and  dis- 
counteil  by  them  in  the  American  Bank  &  Trust  Co. ;  that  the  said  Thomas  B. 
Cooper,  as  president  of  American  Bank  &  Trust  Co.,  was  familiar  with  all  the 
details  of  the  transaction  and  concurred  in  and  Induced  the  defendant  to  sign 
and  execute  the  note,  and  that  through  Thos.  E.  Cooper  American  Bank  & 
Trust  Co.  had  full  notice  of  the  facts  and  details. 
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Affiant  further  states  that  after  a  further  luvestigation  he  is  convinced  that 
the  parties  assuming  to  represent  Thos.  E.  Cooper  had  no  authorltj^  to  bind  Thos. 
K.  CJooper  to  the  agreements  hereinbefore  set  out  and  that  Thos.  E.  Cooper's 
name  should  be  stricken  from  the  record  of  the  suit  hereinbefore  set  out  and 
the  charges  against  him  are  hereby  withdrawn,  as  they  constitute  an  unjust 
and  undeserving  reflection  against  the  business  integity  of  the  said  Thos.  E. 
Cooper. 

The  Chairman.  Who  signs  this? 
Mr.  Williams  (continuing  reading:) 

• 

Affiant  is  informed  that  an  effort  had  been  made  or  is  Ukely  to  be  made  to  use 
the  affidavit  hereinbefore  referre<l  to  to  the  detriment  of  Thos.  E.  Cooper,  and 
affiant  malces  this  affidavit  for  the  reason  that  he  is  unwilling  that  the  reflec- 
tions contained  in  the  aforesaid  affidavit  should  be  used  to  the  detriment  or 
possible  detriment  of  said  Thos.  E.  Cooper. 

N.  P.  Jenbette. 

Sworn  to  and  subscribed  before  me,  this  8th  day  of  July,  1919. 

[SEAL.]  A.  G.  Edwabds. 

My  commission  expires  March  19,  1921. 

The  Chairman.  It  that  Mr.  Jenrette's  letter  to  you  there? 

Mr.  Williams.  It  is  a  letter  to  the  chief  examiner.  I  read  that 
first. 

The  Chairman.  No;  the  letter  in  which  Jenrette  retracts  or  recaUs 
his  whole  affidavit. 

Mr.  Williams.  This  is  the  affidavit  itself,  that  I  am  reading. 

The  Chairman.  Did  you  not  receive  a  letter  from  Mr.  Jenrette 
dated  June  12? 

Mr.  Williams.  I  have  received  no  such  letter  that  I  recaU.  This 
is  the  only  communication  on  the  subject  that  I  have. 

The  Chairman.  You  received  no  letter  from  Mr.  Jenrette  on  June 
12  or  written  June  12,  of  date  June  12  ? 

Mr.  WiLLL^MS.  June  12  ? 

The  Chairman.  June  12, 1919. 

Mr.  Williams.  May  I  ask  my  secretary  if  any  such  letter  has 
been  received? 

The  Chairman.  Certainly. 

Mr.  Williams.  Mr.  Birckhead? 

Mr.  Birckhead.  I  recall  none;  no,  sir. 

Mr.  Williams.  I  know  of  none.    I  will  just  finish  this: 

North  Cabolina,  Columbus  County. 

I  hereby  certify  that  the  foregoinjr  two  sheets  contain  a  true  copy  of  an  affi- 
davit filed  in  my  office  this  day  in  case:  American  Bank  &  Trust  Co.  v.  N.  P. 
Jenrette. 

[SEAX.]  J.  L.  Memory, 

Clerk  Superior  Court. 

Witness  my  hand  and  seal  this  July  11,  1919. 

I  do  not  thing  that  any  extended  comment  is  necessary  from  me 
on  those  two  affidavits,  the  first  one  in  which  he  swears  as  to  matters 
within  his  own  knowledge  and  the  other  affidavit  presented  when  he 
hears  that  a  copy  of  it  has  been  furnished  to  the  comptroUer's  office. 

You  asked  me  whether  any  other  banks  with  which  the  Coopers  had 
been  connected  had  failed,  and  I  told  you  that  I  should  endeavor  to 
compile  a  list  of  them  if  you  desired  it  done.  I  happen  to  have 
before  me,  however,  a  leter  from  National  Bank  Examiner  Borden, 
dated  June  23, 1919 : 
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[Treasury  Department,  Office  of  Comptroller  of  the  Currency.    National  Bank  Examiner 

D.  C.  Borden,  507  PoBt  Office  Boildbig.] 

Atlanta,  Ga.,  June  25,  1919. 

COMPTBOLLEB  OF  THE  CXTBKENCT, 

Washington,  D.  C. 
Sib:  There  is  Inclosed  herewith  a  certified  copy  of  Indictment  against  L.  J. 
Cooper  in  the  Superior  Court  of  BiChols  County,  Ga. 

This  indictment  charges  that  L.  J.  Cooper,  the  president  of  the  Bank  of 
Statenville,  unlawfully  caused  that  institution  to  become  fraudulently  Insolvent 
and  the  indictment  is  for  felony. 

Req)ectfully,  D.  C.  Bobden, 

NatiowU  Bank  Examiner. 

Here  is  the  indictment : 

Geobgia,  Echols  County. 

In  the  superior  court  of  said  county. 

The  grand  jurors  selected,  chosen,  and  sworn  for  the  coimty  of  Echols,  to  wit : 
J.  P.  Padgett,  foreman,  pro  tern. ;  W.  C.  Howell,  L.  B.  McMichael,  J.  F.  Par- 

rish,  James  Burnett,  W.  O.  Valentine,  R.  Tomlinson,  W.  T.  Green,  M.  E.  Cowart» 

D.  C.  Carter,  T.  D.  Herndon,  John  Wetherington,  W.  M.  Moore,  J.  J.  Hughes, 

James  Touchton,  John  Rewis,  D.  W.  Barnes. 

In  the  name  and  behalf  of  the  citizens  of  Georgia,  charge  and  accuse  L.  J. 

Cooper,  of  the  county  and  State  aforesaid,  with  the  offense  of  felony 

The  Chairman.  Well,  that  is- 


Mr.  WiLiAMS.  May  I  finish  this? 

The  Chairman.  Yes;  but  I  thought  you  were  going  to  tell  us,  now, 
what  banks  were  insolvent. 

Mr.  WnjLiAMS.  This  is  one. 

The  Chairman.  You  mean  it  has  been  put  in  the  hands  of  a 
receiver? 

Mr.  Williams.  I  do  not  know  whether  there  is  enough  left  to  put 
in  the  hands  of  a  receiver. 

The  Chiarman.  You  do  not  know  anything  about  it? 

Mr.  WUiUAMS.  I  am  reading  this  for  what  it  states.  (Continuing 
reading:) 

For  that  the  said  L.  J.  Cooper,  on  the  5th  day  of  January,  in  the  year  of  our 
Lord  one  thousand  nine  hundred  and  eighteen,  in  the  county  aforesaid,  did 
then  and  there,  unlawfully  and  with  force  and  arm-*,  being  president  of  the  Banlw 
of  Statenville,  a  chartered  bank  incorporated  under  the  laws  of  said  State,  and 
as  such  officer  of  said  chartered  bank,  he  being  by  law  charged  with  the  fair  and 
legal  administration  of  its  affairs,  the  said  Bank  of  Statenville  then  and  there 
I)ending  and  during  the  said  official  charge  and  responsibility  of  the  said  L.  J. 
Cooper,  did  then  and  there  be  and  become  fradulently  Insolvent. 

Contrary  to  the  laws  of  said  State,  the  good  order,  peace,  and  dignity  thereof. 

E]chols  Superior  Court,  September  adjourned  term  1918. 

C.  K  Hay,  Solicitor  General, 
Special  presentment. 

May  I  just  finish  reading  this? 

The  Chairman.  No;  the  committee  will  have  to  suspend  now. 
The  committee  will  take  a  recess  until  2.30  o'clock  this  arternoon. 

(Whereupon,  at  12  o'clock  noon,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 
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AFTERNOON   SESSION. 

The  committee  reconvened,  pursuant  to  the  taking  of  recess,  at 
2.40  o'clock  p.  m. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Besumed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  when  we  adjourned 
I  was  engaged  in  reading  an  affidavit  m  regard  to  the  indictment  of 
L.  J.  Cooper.  I  had  finished  it  except  the  certificate  of  the  clerk  of 
the  court.    I  want  to  simply  complete  it. 

Georgia,  Echols  County. 

I,  W.  D.  Clayton,  clerk  superior  court  of  said  county,  do  hereby  certify  that 
the  above  and  foregoing  Is  a  true  and  correct  copy  of  indictment  returned 
against  L.  J.  Cooper,  at  the  September  adjourned  term  of  Echols  superior  court, 
as  same  appears  of  file  in  this  office. 

Witness  my  hand  and  official  seal  at  Statenville,  Echols  County,  Georgia,  this 
4th  day  of  June,  A.  D.  1919. 

W.  D.  Clayton  [seal]. 
Clerk  Superior  Court,  Echols  County,  Ga, 

Mr.  Chairman,  you  made  inquiry  of  me  at  the  hearing  this  morning 
as  to  whether  I  had  endeavored  to  find  out  what  the  real  value  of  the 
bureau  bonds  was.  In  that  connection  I  wish  to  read  the  inclosed 
copy  of  a  letter,  which  was  addressed  on  May  29,  1919,  to  the  board 
of  directors  of  the  United  States  Saving  Bank,  Washington,  D.  C.,  in 
which,  in  addition  to  referring  to  that  subject,  I  answered  other 
questions,  I  think,  which  were  raised  this  morning  as  to  the  present 
condition  of  the  United  States  Savings  Bank,  which  I  think  perti- 
nent at  the  moment,  perhaps. 

BOABD  OF  DiBECTORS 

Unfted  States  Savings  Bank, 

Was  Jung  ton,  D,  C. 


The  Chairman.  Will  you  call  attention  to  the  salient  points,  and 
put  the  whole  document  in  ? 

Mr.  Williams.  I  would  like  to  read  it.    It  is  not  very  long. 
The  Chairman.  All  right. 


Mr.  Williams.  It  reads: 


Treasury  Department, 
Comptroller  of  the  Citrrency, 
Washington,  D,  C,  May  29,  1919, 


Board  of  Directors, 

United  States  Savings  Bank, 
Washington,  D.  C. 

Gentlemen  :  The  report  of  an  examination  of  your  bank  made  as  of  April  10, 
Inclosinj?  a  copy  of  the  minutes  of  the  meeting  of  the  board  held  with  the  exami- 
ners at  the  close  of  the  examination,  has  been  received. 

Your  attention  i*<  directed  to  the  following?  matters  subject  to  criticism: 

Loans  exceeding  10  per  cent  of  the  capital  and  surplus. — Six  loans  and  bal- 
ances \vith  nonmember  banlvS  in  excess  of  10  per  cent  of  the  bank's  capital  and 
surplus  were  held  on  the  day  of  the  examination,  including  the  loans  to  mem- 
bers of  a  group  upon  Interchanged  indorsements  made  apparently  for  the 
purpo*  e  of  acquiring  and  carr>ing  stock  of  the  Union  Savings  Bank  of  this  city, 
of  which  President  Wade  H.  CJooper  of  your  bank  Is  also  president.  Some  of 
the  loans  are  secure<l  by  stock  of  the  Union  Savings  Bank. 

The  aggregate  amount  of  loans,  etc.,  made  exceeding  10  per  cent  of  the  capital 
and  surplus  Is  $175,065.09,  or  nearly  double  the  amount  of  your  capital. 

One  of  the  loans  exceeding  the  10  per  cent  limit  which  was  exces  Ive  at  the 
previous  examination  (Mount  Pleasant  Garage  Co.)  has  been  permitted  to  In- 
crease since  that  time. 
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Your  bank  has  been  rei)eatedly  adviae<l  of  the  regulations  of  this  office  in  re- 
gard to  restricting  loans  to  one  party  or  interest  to  10  per  cent  of  the  capital 
and  ^urp]u8,  which  is  the  restriction  inipose<l  by  law  upon  national  banks. 

This  record  indicates  the  continued  disregard  of  your  officers  and  directors  of 
regulations  of  this  office. 

You  are  again  advise<l  that  all  loans  should  be  re<luced  to  an  amount  not  to 
exceed  10  per  cent  of  the  capital  and  surplus,  and  you  are  requested  to  ex- 
plain why  the  loan  to  the  Mt.  Pleasant  Garage  Co.  was  permittee!  to  increa>-e. 
You  are  requested  to  state,  over  the  individual  signatures  of  all  of  your  direc- 
tors, whether  or  not  in  future  you  will  restrict  your  loans  to  office  requirements 
and  what  steps  will  be  taken  to  re<luce  the  loans  now  held. 

Overdue  paper.— lAmns  amounting  to  $48,289.46,  are  reported  overdue.  This 
sum  constitutes  nearly  50  per  cent  of  the  bank's  capital,  and  immediate  effort 
should  be  made  to  collect  the  amount.  These  Include  a  note  of  J.  G.  Faircloth, 
$10,502.  seven  months  overdue.  indorse<l  by  W.  B.  Cooper,  brother  of  your 
president,  which  should  \ye  collected. 

Stow  or  doubtful  assetn. — Such  assets  are  reiK)rte<l  aggregating  $36,400.01. 
These  items  t  hould  continue  to  receive  attention  with  a  view  to  collection  or 
other  proper  adjustment. 

Real  estate  loans. — Notwithstanding  previous  admonitions,  your  bank  still 
holds  loans  amounting  to  $24,353.69,  secured  in  whole  or  in  part  by  second  liens 
on  real  estate  or  tru-  ts  on  unimprove<l  property,  one  of  which  is  to  Caroline  R 
Cooper,  wife  of  Wade  H.  Cooper,  president  of  your  bank.  This  loan  amounts  to 
$4,500  and  has  been  previously  criticized,  having  originally  been  taken  into 
the  bank  on  a  dummy  loan  signed  by  Miss  Hatfield,  clerk  in  the  Union  Sav- 
ings Bank,  and  living  in  the  home  of  Wade  H.  Cooper,  president. 

Your  attention  has  been  previously  called  to  such  unsatisfactory  assets,  and 
special  effort  should  be  made  to  comply  \vith  instruction  in  this  respect. 

In  no  event  should  additional  loans  be  made  upon  the  security  of  second 
trusts. 

Outside  paper. — At  the  time  of  examination  your  bank  held  paper  amount- 
ing to  $48,500,  taken  from  the  American  Bank  &  Trust  Co.  of  Wilmington,  N. 
C.  (of  which  Thomas  E.  Cooper,  director  of  your  bank,  is  president),  and  bear- 
ing its  indorsement.  In  addition,  your  bank  had  on  deposit  ^^^th  that  trust 
company  $18,152.90,  making  a  total  loan  of  $66,652.90,  for  which  the  American 
Bank  &  Trust  Crt.  of  Wilmington,  is  dire<*tly  or  indirectly  liable.  This  sum 
amounts  to  66  per  cent  of  the  entire  capital  of  your  bank.  The  examiners 
state  that  the  open  account  due  your  bank  from  the  trust  company  is  rarely,  if 
ever,  less  than  10  per  cent  of  your  bank's  capital  and  surplus. 

The  makers  of  the  notes  taken  from  the  tnist  company  should  either  be  known 
to  the  directors  of  your  bank  as  good  for  their  obligations  or  else  the  notes 
should  be  supported  by  such  satisfactory  credit  data  as  to  warrant  the  extension 
of  credit.  In  any  event  the  balance  due  from  that  trust  company  on  open  ac- 
coimt  and  unsecured  should  be  reduced. 

The  paper  taken  from  the  American  Bank  &  Trust  Co.,  embraces  a  consider- 
able amount  of  loans  which  can  not  properly  be  classed  as  *'  conmiercial  paper," 
which  should  be  required  to  be  secured  by  collateral  before  being  discounted  by^ 
you  and  which  bear  the  indication  of  being  merely  "  accommodation  paper." 

Current  work. — The  examiners  rei)ort  that  the  attention  of  the  bank's  execu- 
tive officers  has,  at  previous  examinations,  been  called  to  the  unsatisfactory 
method  use<i  in  handling  the  bank's  current  business.  A  large  part  of  the  daily 
current  business  is  not  entered  u|X)n  the  books  until  the  following  day. 

This  is  a  dangerous  practice  and  makes  it  possible  for  errors  or  discrepancies 
in  the  bank's  cash  to  be  carried  with  little  chance  of  discovery.  It  is  also 
difficult  if  not  impossible,  to  make  a  correct  report  of  the  bank's  condition  as  of 
the  close  of  business  of  a  past  date,  as  required  by  law. 

You  are  advised  that  these  unbusinesslike  and  loose  practices  should  be 
remedied. 

Usurious  interest  rates. — The  report  of  the  examiners  indicates  that  your 
bank  continues  the  exaction  of  usurious  rates  of  interest,  some  charges  being 
made  directly  and  some  indirectly  by  commission  or  otherwise. 

You  are  requested  to  inform  this  office  specifically  what  the  policy  of  your 
bank  will  be  in  future  as  to  confining  interest  rates  to  the  legal  amount 

A  special  report  In  connection  with  the  rates  of  interest  exacted  by  you  on 
loans,  has  recently  been  requested  of  your  bank  but  has  not  yet  been  furnished. 

Bonds  of  the  Bureau  of  National  Literature. — ^The  comptroller  wrote  the 
directors  of  your  bank  fully  on  March  19,  1919,  in  connection  with  the  sale  of 
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$77,700  of  these  bonds  to  one  of  your  directors  in  November,  1917,  at  16  cents 
on  original  par  value. 

You  are  reminded  of  the  warning  which  Examiner  Trimble  gave  to  the  board 
of  directors  at  the  time  of  the  sale,  of  which  they  are  fully  advised,  that  as  he 
was  not  informed  as  to  the  real  worth  of  the  bonds  if  they  were  sold  to  any  of 
the  Cooper  brothers  or  any  one  else  at  a  lower  price  than  they  were  found  to  be 
worth  after  investigation,  the  purchasing  director  and  other  directors  consent- 
ing to  the  sale  would  be  liable  for  the  full  amount  of  the  difference  between  the 
price  at  which  they  might  be  sold  and  their  actual  worth. 

You  state  in  your  letter  of  April  9  that  "  We  had  little  knowledge  of  the  value 
of  the  bonds  (bureau  bonds)  and  acted  upon  the  recommendation  of  Examiner 
Trimble.  We  are  unable  to  state  what  the  market  value  of  the  bonds  is  and  are 
are  unwilling  to  venture  any  opinion  upon  that  subject  without  further  in- 
vestigation." 

In  response  to  your  complaint  that  you  "  had  little  knowledge  "  of  the  value 
of  the  bureau  bonds  at  the  time  they  were  taken  from  your  bank,  in  November, 
1917,  you  are  reminded  that  at  that  time  the  president  of  your  bank.  Wade  H. 
Cooper,  was  a  director  as  we  understand  in  the  bureau  company  and  was 
largely  conducting  Its  affairs  and  its  management,  and  at  that  time  thor- 
oughly conversant  with  the  financial  condition  of  the  bureau.  His  action, 
therefore,  in  omitting  to  supply  his  fellow  directors  in  the  bank  with  full  in- 
formation which  might  have  enabled  them  to  form  an  intelligent  judgment  as 
to  the  bonds  at  the  time  of  the  sale,  can  not  be  too  strongly  condemned. 

You  are  respectfully  advised  to  obtain  from  Mr.  Wade  H.  Cooper,  president  of 
your  bank  and  director  of  the  bureau,  a  copy  of  the  financial  condition  of  the 
bureau  as  of  Novmber  1  or  December  1,  1917,  and  also  such  other  information 
with  regard  to  the  affairs  of  the  corporation  at  that  time  as  may  now  enable 
you  to  form  an  intelligent  judgment  of  the  real  or  intrinsic  value  of  the 
$77,700  bonds,  which  your  bank  at  that  time  disposed  of  to  another  one  of 
your-  directors,  Thomas  E.  Cooper,  a  brother  of  the  president  of  your  bank,  at 
the  manifestly  inadequate  price  of  16  or  20  cents  on  the  dollar — your  president 
having  admitted  before  the  Senate  committee  that  he  had  bought  bonds  from 
other  holders  at  as  high  as  90  cents  on  the  dollar. 

In  your  letter  of  April  9,  you  assure  this  oflice  that  "  We  desire  to  do  what 
is  right  in  the  matter ;  with  this  idea  in  view  we  will  be  glad  to  have  a  sugges- 
tion from  you,  etc." 

It  is  plain  from  the  evidence  that  your  bank  parted  with  $77,700  of  the 
bureau  bonds  to  the  brother  of  your  president  with  the  latter's  connivance 
and  approval,  for  a  consideration  grossly  Inadequate  and  far  below  the 
price  at  which  your  president  has  admitted  he  was  buying  bonds  from  others. 
Your  bank,  at  that  time,  was  probably  one  of  the  largest,  if  not  the  largest, 
holder  of  bureau  bonds,  and  its  directors  ought  to  have  been  kept  posted  by 
your  president  who  was  drawing  a  salary  from  the  bank. 

Your  declaration  that  "  we  had  little  knowledge  of  the  value  of  the  bonds  " 
is,  under  those  circumstances,  a  grave  reflection  upon  your  president,  who 
was  on  the  "  Inside  "  of  the  bureau  and  you  aided  and  abetted  in  the  consum- 
mation of  this  indefensible  deal  and  who  concealed  from  his  fellow  directors 
or  refrained  from  letting  them  know,  the  true  financial  condition  of  the  com- 
pany. The  result  was  that  the  bank's  bonds  were  sacrificed,  and  sold  to  the 
president's  brother  at  one-fifth  or  one-sixth  of  the  price  at  which  similar  bonds 
were  marketed. 

These  well  authenticated  facts  are  submitted  to  the  board  of  directors  for 
such  action  as  the  situation  demands. 

Your  bank  has  for  a  long  time  been  on  the  special  list  for  frequent  examina- 
tions. Its  condition  is  still  very  unsatisfactory.  This  office  must  now  insist 
that  corrections  be  made  forthwith,  and  if  the  bank's  condition  is  not  remedied 
and  Its  operations  confined  under  the  administration  of  the  present  officers  to 
legal  and  conservative  banking  methods,  other  officers  should  be  elected.  The 
examiners  have  recently  rep<irted  that  they  do  not  consider  the  management 
safe. 

A  full  reply  Is  requested  to  this  letter,  over  the  individual  signatures  of  all 
of  your  directors. 
Respectfully, 

T.  P.  Kane,  Deputy  CamptroUer, 

Now,  Mr.  Chairman  and  gentlemen,  so  much  for  the  United 
States  Savings  Bank  transaction  in  bureau  bonds.  I  want  to  ask 
your  attention  now  to  the  situation  at  the  Waycross  bank. 
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The  Chairman.  Mr.  Williams,  did  you  get  a  reply  to  that  letter  ? 
Mr.  Williams.  Yes,  sir.    Would  you  like  to  have  it  read  ? 
The  Chairman.  I  think  if  you  had  a  reply,  you  ought  to  put  it  in 
here. 
Mr.  WiLUAMS.  It  reads: 

June  11,  1919. 
comptbolucb  of  the  currency, 

Treamtry  Department,  Washington,  D.  C, 

Dear  Sir:  Beplying  to  your  office  letter  of  May  29,  1919,  as  direcrtors  of  the 
United  States  Savings  Bank,  we  reply  as  follows. 

Your  examiner  was  mistaken  In  reporting  that  our  loans  in  excess  of  10  per 
cent  of  the  capital  and  surplus  were  $175,065.09,  or  "  nearly  double  the  amount 
of  your  capltSLl."  As  a  matter  of  fact,  our  loans  in  excess  of  10  per  cent  did 
not  approach  anywhere  near  that  sum.  And  to-day  our  loans  in  excess  of  the 
10  per  cent  limit  are  only  $12,821.19. 

In  reply  to  your  inquiry  regarding  the  Mount  Pleasant  garage  loan,  we  beg 
to  say  that  they  are  good  customers  of  ours  and  their  paper  is  perfectly  good, 
and  our  committee  authorized  the  granting  of  a  small  temporary  loan  which 
made  it  in  excess  of  10  per  cent,  but  which  has  since  been  reduced  within  the 
10  per  cent  limit. 

Replying  to  your  inquiry  as  to  whether  or  not  we  will  restrict  our  loans  to 
your  office  requirements,  we  beg  to  say  that  we  have  earnestly  endeavored  to 
conform  to  the  law  and  the  requirements  of  your  office,  and  will  enleavor  to 
continue  to  do  so  whenever  and  wherever  such  requirements  are  compatible 
with  the  best  interests  of  this  bank. 

Please  note  that  the  comptroller's  rules  and  regulations  will  be 
observed  when  in  their  judgment  they  are  compatible  with  the  best 
interests  of  the  bank. 

The  Chairman.  Just  read  the  letter,  Mr.  Williams. 

Mr.  WnjiiAMS.  Continuing. 

Our  loans  exceeding  the  10  per  cent  limit  have  been  reduced  to  a  minimum, 
as  we  only  have  three  loans  in  excess  of  the  10  per  cent  limit  at  this  time. 

You  state  that  we  have  overdue  paper  amounting  to  $48,289.46,  according  to 
the  report  of  your  examiner.  There  is  absolutely  no  criticism  of  any  of  this 
paper,  as  it  is  all  perfectly  good,  and  most  of  it  has  already  been  put  in  current 
shape.  A  great  deal  of  this  paper  classed  as  overdue  is  demand  paper,  secured 
by  perfectly  good  collateral,  but  was  classified  by  your  examiner  as  overdue, 
because  the  quarterly  interest  had  not  been  collected. 

The  note  of  J.  G.  Faircloth,  to  which  you  refer  specifically,  as  your  examiner 
knew  at  the  time,  was  overdue  for  the  reason  that  a  note  of  another  party  had 
been  accepted  as  a  substitute,  with  the  understanding  that  the  note  of  J.  G. 
Faircloth,  indorsed  by  W.  B.  CJooper — 

Brother  of  the  president — 

would  not  be  surrendered  until  the  payment  of  the  other  note,  which  is  in 
the  hands  of  counsel  for  collection. 

You  class  as  slow  or  doubtful  assets,  paper  aggregating  $36,460.01.  As  a 
matter  of  fact  the  examiner's  recent  report  in  our  hands  shows  that  he  only 
classified  as  doubtful  about  $4,736.50,  consisting  of  depreciation  in  securities 
$2,736.50  and  loans  on  real  estate  $2,000.  We  do  not  think  there  will  be  any 
loss  whatever  on  either  one  of  these  items,  as  we  think  we  have  appreciation 
sufl^cient  to  cover  all  depreciation  in  securities  and  the  estimated  loss  of  the 
examiner  in  real  estate  is  a  mistake,  as  he  classifies  it  as  second  deed  of  trust, 
when  as  a  matter  of  fact,  we  own  the  houses  and  have  already  sold  one  of  the 
same,  while  the  other  house  is  bringing  in  sufficient  rent  to  carry  all  charges 
and  reduce  the  trust. 

The  examiner  is  mistaken  in  reporting  the  number  of  loans  as  secured  by 
unimproved  real  estate,  as  we  have  heretofore  shown.  The  loan  of  W.  Murray 
Baechtel  for  $1,900,  now  $1,100,  is  secured  by  an  apartment. 

The  loan  of  Victor  J.  Evans  of  $4,500  is  secured  by  75  shares  of  stock  on  the 
Ordnance  Building  Corporation,  which  is  a  very  valuable  building. 

The  loan  of  H.  W.  Bonnette  of  $440  is  regarded  by  us  as  absolutely  good 
without  any  seciurity  any  time. 
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The  note  of  Caroline  B.  Cooper  of  $4,500  Is  secured  by  a  perfectly  good  im- 
proved property.  It  was  explained  to  the  examiner  that  this  property  was 
bought  in  the  name  of  another  party,  for  the  reason  that  it  was  believed  that 
it  could  be  bought  cheaper.  His  statement  that  it  was  a  dummy  loan  is  un- 
true, as  the  note  has  never  been  in  thi&  bank  in  any  other  form  except  in  the 
name  of  Caroline  B.  Cooper. 

The  loan  of  James  L.  Karrick,  for  $6,921.19,  has  been  reduced  from  about 
$14,000,  and  is  perfectly  good. 

The  loan  of  Lewis  A.  Alexander  for  $812.50,  is  secured  by  two  houses,  one  of 
which  has  recently  been  sold  for  $1,000. 

The  loan  of  $1,000  to  R.  and  Marie  Allen,  is  perfectly  good. 

The  Fort  Myer  Heights  I^nd  Co.,  for  $3,500  was  originally  $10,000  and  has 
been  reduced  to  $3,500. 

The  loan  of  Theresa  Holt  for  $50  has  been  paid  in  full. 

The  loan  of  Marie  A.  Fitzgibbon  of  $130,  is  secured  by  real  estate  worth  sev- 
eral times  the  value  of  the  loan. 

The  loan  of  Bettie  A.  Heal  of  $600,  is  believed  to  be  perfectly  good,  as  the 
same  Is  amply  secured  by  real  estate  and  is  continually  reduced.  Mrs.  Heal 
is  perfectly  good,  without  any  security,  for  this  amount. 

The  notes  purchased  from  the  American  Bank  &  Trust  Co.,  as  heretofore 
shown,  consists  of  the  best  commercial  paper,  we  believe,  that  can  be  found  in 
any  part  of  the  country,  and,  as  before  stated,  has  always  been  paid  promptly 
at  maturity.  We  endeavor  to  keep  a  balance  with  them  within  the  10  per  cent 
limit,  but  by  charging  paper  to  their  account  at  its  maturity  sometimes  increases 
the  balance  carried  with  them,  owing  to  our  failure  to  draw  on  them  for  the 
amount  charged  to  their  account. 

We  would  be  glad  to  have  you  indicate  to  us  what  part  of  this  paper  bears  the 
indication  of  "  acc»ommodation  paper,"  and  why. 

With  reference  to  your  criticism  of  handling  the  bank's  current  business,  we 
beg  to  say  that  this  bank  keeps  open  until  5.30  for  the  accommodlition  of  its 
customers,  and  the  officers  endeavor  to  make  settlement  every  day  at  3  o'clock. 
Should  the  examiner  come  In  here  at  that  hour,  we  would  have  no  trouble 
whatever  in  making  a  correct  report  of  the  bank's  condition — no  more  trouble 
than  in  any  other  bank  at  any  other  time  fixed  for  closing  the  bank's  business. 

We  deny  that  we  have  been  guilty  of  exacting  usurious  rates  of  interest.  We 
collect  commissions  on  real  estate  loans,  as  is  customary  in  the  District  of 
Columbia,  and  sometimes  purchase  paper  at  a  reasonable  rate  of  discount, 
which  we  are  advised  is  perfectly  legal. 

Again  referring  to  the  bonds  of  the  Bureau  of  National  Literature.  We  ex- 
plained to  you  in  detail  in  our  letter  of  April  9,  1919,  that  these  bonds  were  sold 
upon  the  recommendation  of  Examiner  Trimble,  and  not  for  16  cents,  as  you 
state  in  your  letter,  but  at  20  cents,  in  addition  to  taking  out  a  lot  of  assets 
which  had  been  criticised  by  Examiner  Trimble.  This  brings  the  price  paid  for 
these  bonds,  by  Director  Thomas  E.  Cooper,  nearer  50  cents  or  60  cents  on  the 
dollar  than  either  16  cents,  or  20  cents,  as  stated  in  your  two  letters,  as  part 
of  the  assets  taken  out  by  Director  Thomas  E.  Cooper  had  already  been  charged 
off  as  a  loss. 

We  also  showed  you  in  that  letter,  and  in  the  affidavits  attached,  that  our 
president  had  insisted  that  these  bonds  were  worth  a  great  deal  more  than 
Examiner  Trimble  valued  them  at.  Examiner  Trimble  always  insisting  that 
they  should  be  disposed  of. 

You  will  pardon  us  for  expressing  our  surprise  at  your  statement  that  this 
bank  is  still  in  a  very  unsatisfactory  condition  and  has  been  on  the  special  list 
for  frequent  examinations,  especially  In  view  of  the  fact  that  Examiner  Trimble 
has  recently  stated  the  contrary.  In  fact,  at  the  last  examination,  he  only 
asked  us  to  charge  off  $47. 

You  will  also  pardon  us  for  stating  that  your  criticism  of  our  management 
and  your  criticism  of  our  officers  is  at  variance  with  the  record  of  the  bank 
and  the  statement  of  Examiner  Trimble.  It  may  be  that  the  examiners  have 
"  recently  "  criticized  the  management,  but  certainly  not  until  "  recently." 

W^e  have  a  bank  with  over  two  million  of  deposits,  with  a  surplus  and  un- 
divided profits  of  seventy  thousand,  paying  8  per  cent  dividend,  earning  about 
20  per  cent,  with  the  infinitesimal  sum  of  $47  requested  to  be  charged  off,  but 
notwithstanding  this,  you  criticize  the  management  and  the  officers.     We  re- 
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speotfully  submit  that  any  fair  examination  will  show  the  condition  of  the 
bank  to  be  equal  to  the  condition  of  the  very  best  in  any  part  of  this  country. 
Respectfully  submitted. 

Wade  H.  Coopeb.  R.  A.  Dose. 

William  D.  Barry.  John  J.  Sheehy. 

WiLBXTR  H.  Zepp.  W.  E.  G.  Penny. 

Charles  A.  Goldsmith.        Wm.  R.  DeLashmutt. 
W.  W.  Anderson, 
Geo.  a.  Rock, 

Directors  since  January,  1918, 

Before  reading  the  reply  from  the  office  to  this  letter,  I  wish  to 
comment  upon  the  statement  here,  a  flat  misstatement,  in  which  he 
says : 

We  deny  that  we  have  been  guilty  of  exacting  usurious  rates  of  interest.  We 
collect  commissions  on  real  estate  loans,  as  is  customary  in  the  District  of 
Columbia,  and  sometimes  purchase  paper  at  a  reasonable  rate  of  discount, 
which  we  are  advised  Is  perfectly  legal. 

Their  own  special  report  submitted  to  the  office  shows  rates  rang- 
ing from  7f  to  26  per  cent,  and  we  have  evidence  of  still  higher  rates 
being  charged  by  the  bank. 

The  reply  which  was  sent  by  the  office,  under  date  of  June  20, 1919, 
is  as  follows : 

June  20,  1919. 
Board  of  Directors, 

United  t^taten  SaiHngs  Bank,  Washington,  /).  C. 

Gentlemen  :  Director  W.  W.  Anderson,  of  your  bank,  left  with  this  office  on 
June  12  your  reply  to  office  communication  of  May  29. 

In  this  letter  you  state :  "  Your  examiner  was  mistaken  in  reporting  that  our 
loans  In  excess  of  10  per  cent  of  the  capital  and  surplus  were  $175,065.09,  or 

*  nearly  double  the  amount  of  your  capital.'    As  a  matter  of  fact  our  loans  in 
excess  of  10  per  cent  did  not  approach  anywhere  near  that  sum." 

As  clearly  indicated  in  the  copy  of  the  report  sent  you  by  the  examiners,  the 
following  loans  and  accommodations  were  reported  as  being  in  excess  of  10 
per  cent  of  your  capital  and  sun^lus,  and  the  total  of  these  loans  and  accommo- 
dations is,  as  stated  in  office  letter  of  May '29,  $175,065.09. 

And  here  is  a  list  of  the  loans.  I  should  be  pleased  to  read  them 
if  vou  desire  the  loans  read. 

The  Chairman.  It  is  all  going  to  be  printed,  Mr.  Williams.  There 
are  only  a  few  members  of  the  committee  here. 

Mr.  Williams.  I  will  not  read  the  detailed  list  of  loans. 

The  Chairman.  You  can  put  the  whole  letter  in  and  we  will  read 
it.    Did  you  get  a  reply  to  that? 

Mr.  Williams.  I  am  not  advised  of  a  reply  to  this,  Senator. 

The  Chairman.  Suppose  you  put  that  in  the  record. 

Mr.  Williams.  This  shows  a  succession  of  inaccurate  statements. 

The  Chairman.  The  letter  will  show. 

(The  letter  is  printed  in  the  record  in  full,  as  follows:) 

JuNB  20, 1919. 
BoABD  OF  Directors, 

United  States  Savings  Bank,  Washington,  D.  C, 

Gentijsmen  :  Director  W.  W.  Anderson,  of  your  banl^,  left  witli  this  offl^  on 
June  12,  your  reply  to  office  communication  of  May  29. 

In  tliis  letter  you  state :  "  Y(mr  examiner  was  mistaken  in  reporting  that  our 
loans  in  excess  of  10  per  cent  of  the  capital  and  surplus  were  $175,065.09  or 

*  nearly  double  the  amount  of  your  capital.*    As  a  matter  of  fact  our  loans  In 
excess  of  10  per  cent  did  not  approach  anywhere  near  that  sum." 

As  clearly  indicated  in  the  copy  of  the  report  sent  you  by  the  examiners,  the 
following  loans  and  accommodations  were  reported  as  being  in  excess  of  10 
per  cent  of  your  c*apital  nnd  surplus,  and  the  total  of  these  loans  and  acconmi<>> 
'ations  is,  as  stated  in  office  letter  of  May  29,  $175,065.09 : 
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A.  A.  Chapln $9,000.00 

A.  A.  Cbapin  and  Geo.   P. 

Sacks 15, 000. 00 


24,000.00 


Henry  P.  Elliott $16,000.00 

John  W.  Lewis 14,000.00 

Do 500. 00 


Mount  Pleasant  Garage  Co.  25,000.00 
Do 1, 500. 00 


26,500.00 


James  L.  Karrick 8,300.00 

Do 6. 921. 19 

Martin  T.  Dryden,  accommo- 
dation maker  for  Jas.  L. 
Karrick 10,000.00 


25, 221. 19 


14,500.00 

F.  H.  Kramer 6.000.00 

Simon  Oppenhelmer 3,755.50 

F.  H.  Kramer 3,755.50 

Paul  Pearson 2,030.00 

H.  B.  Denham 6,000.00 

Norman  Fischer 5,150.00 


26, 691. 00 


Amount  due  from  the  Amer- 
ican Bank  &  Trust  Ck)., 
Wilmington.  N.  C 18, 152. 90 


175, 065. 00 


Fulton  R.  Gordon 24,000.00 

The  examiners  Inform  this  office  that  they  have  in  their  office  complete  tran- 
script of  all*  of  these  loans,  as  well  as  complete  transcripts  of  all  other  loans 
held  by  your  bank  at  the  time  of  the  examination,  and  that  these  loans  were  all 
then  held  as  assets  of  the  bank  and  were  discussed  with  the  officers  and  direc- 
tors of  the  bank  as  assets  of  the  bank.  The  examiners  further  Inform  this 
office  that  these  loans  bore  the  numbers  Indicating  that  they  were  regarded  as 
valid  assets  of  the  bank  and  that  If  any  of  them  were  not  so  held  then  the  loans 
were  short  just  to  that  extent,  and  that  the  bank's  officers  decelve<l  them  In 
representing  that  these  loans,  which  were  held  with  other  loans  in  the  bank's 
note  flies,  were  valid  assets  of  the  bank. 

The  examiners  also  Inform  this  office  that  the  loans  were  balanced  from  the 
original  notes;  the  transcripts  of  the  notes  were  then  made  and  calle<l  back 
and  compared  with  the  original  lists  and  found  to  agree,  thus  conclusively 
proving  that  the  examiners  were  not  "  mistaken,"  but  that  your  claim  Is 
unfounded. 

The  amount  of  the  balance,  $18,152.90,  due  from  the  American  Bank  &  Trust 
Co.,  Wilmington.  N.  C,  was  ascertained  from  the  books  of  your  bank  and  was 
verified  by  the  examiners  in  the  usual  way. 

Ycm  state  that  "  our  loans  In  excess  of  the  10  per  cent  limit  are  only 
$12,821.19."  This  must  be  an  error,  as  a  loan  of  that  amount  would  not  be  In 
excess  of  10  r^r  cent  of  your  capital  and  surplus,  your  limit  being  $14,000. 

The  examiners  Inform  this  office  that  toward  the  close  of  this  examination 
President  Cooper  advised  them  that  several  of  these  excessive  loans  had  been 
taken  out,  and  when  the  examiners  Inquired  of  him  as  to  where  they  had  been 
taken  he  replletl  that  they  had  been  transferred  to  the  Union  Savings  Bank  of 
this  city,  of  which  he  Is  also  president. 

You  state:  **  Replying  to  your  Inquiry  as  to  whether  or  not  we  will  restrict 
our  loans  to  your  office  requirements,  we  beg  to  say  that  we  have  earnestly 
t^ndeavored  to  conform  to  the  law  and  the  requirements  of  your  office,  and  will 
endeavor  to  continue  to  <lo  so,  whenever  and  wherever  such  requirements  are 
compatible  with  the  best  interests  of  this  bank.  Our  loans  exceeding  the  10  per 
cent  limit  have  been  reduced  to  a  minimum,  as  we  only  have  three  loans  in 
excess  of  the  10  i)er  cent  limit  at  this  time."  It  is  noted  in  the  foregoing  quota- 
tion that  you  do  not  reply  to  the  inquiry  made  In  office  letter  of  May  29,  as 
to  whether  or  not  you  will  in  future  restrict  your  loans  to  the  10  per  cent 
limitation  to  one  borrower,  but  it  is  apparent  from  your  statement  that  you  will 
only  observe  such  requirements  when  in  your  judgment  compatible  with  the 
best  interests  of  your  bank. 

The  report  of  the  examination  shows  that  your  bank  held  24  past-due  notes 
aggregating  $48,289.46,  and  that  only  8  of  these  loans,  aggregating  $17,120.43, 
were  demand  loans  classed  as  overdue  on  account  of  default  in  interest.  The 
examiners  Inform  this  office  that  some  of  these  loans  have  been  criticised  at 
previous  examinations  of  this  bank  and  that  they  were  all  a  subject  of  criticism 
or  discussion  at  the  time  of  this  examination. 

You  state:  "The  note  of  J.  G.  Falrcloth,  to  which  you  refer  specifically,  as 
your  examiner  knew  at  the  time,  was  overdue  for  the  reason  that  a  note  of 
another  party  had  been  accepted  as  a  substitute,  with  the  understanding  that 
the  note  of  J.  G.  Falrcloth,  endorsed  by  W.  B.  Cooper  "  (brother  of  your  pre&l- 
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dent)  **  would  not  be  surrendered  until  the  payment  of  the  other  note,  which  is 
in  the  hands  of  counsel  for  collection."  The  examiners*  report  shows  that  the 
note  of  J.  G.  Faircloth,  $10,502,  dated  June  5,  1918,  due  October  15,  1918,  was 
held  by  your  bank,  and  there  was  held  as  collateral  to  same  a  note  of  W.  F. 
Hale  and  M.  A.  Bayles,  $10,500,  which  note  was  indorsed  by  J.  N.  Garber, 
B.  F.  Garber,  Judson  J.  Whitehead,  and  George  T.  Balrd.  This  note,  held  as  col- 
lateral, was  dated  August  21,  1918,  and  fell  due  November  19,  1918,  and  was, 
therefore,  also  past  due.  The  examiners  inform  this  office  tliat  they  asked 
President  Cooper  why  he  had  not  called  on  his  brother,  W.  B.  CJooper,  who  Is  the 
indorser  on  the  Faircloth  note  for  payment  and  that  President  Cooper  replied 
that  he  wanted  to  collect  the  amount  from  Hale  and  Bayles,  in  order  to  **  pro- 
tect "  his  brother,  and  that  he  further  said  that  his  brother  was  abundantly  good 
for  the  amount.  The  Hale  and  Bayles  note  was  due  on  November  19,  1918,  but 
there  do  not  appear  to  have  been  any  steps  taken  toward  its  collection  until 
after  the  beginning  of  this  examination,  when  President  Cooper  exhibited  to  the 
examiners  a  carbon  copy  of  a  letter  addressed  to  Attorneys  Lyon  &  Lyon  under 
date  of  April  11,  1919,  instructing  them  to  tile  suit  against  Hale  and  Bayles. 

The  examiners  advised  this  nilice  that  at  the  time  they  discussed  the  above 
note  with  the  president  of  the  bank  no  advice  was  given  them  that  the  note  of 
Hale  and  Bayles  had  been  sulxstituted  in  the  assets  of  the  bank  for  the  note  of 
J.  G.  Faircloth,  if  such  substitution  actually  had  been  made.  Whether  or  not 
such  substitution  had  been  made,  the  fact  still  remains  that  both  notes  were 
overdue  and  were  in  a  very  unsatisfactory  condition. 

Your  attention  is  called  to  statements  made  in  the  next  paragraph  of  your 
letter  in  which  you  refer  to  **  slow  and  doubtful  assets,  paper  aggregating 
$36,460.01."  You  state :  "  The  estimated  loss  of  the  examiner  in  real  estate  is 
a  mistake,  as  he  classifies  it  as  a  second  deed  of  trust,  when  as  a  matter  of 
fact  we  own  the  houses."  By  reference  to  page  13  of  the  rejwrt  of  examination, 
a  copy  of  which  was  furnished  your  bank,  you  will  find  that  the  examiners 
classify  as  "  doubtful  "  real  estate  owned  to  the  amount  of  $2,000.  This  amount 
was  not,  as  you  state,  classified  as  a  loss.  The  item  was  shown  In  the  report 
under  the  heading  "Real  estate  owned  (other  than  banking  house),"  and  was 
shown  as  ownership  of  an  "  equity  "  in  the  property. 

In  your  letter  you  claim  that  "  the  examiner  is  mistaken  iti  reporting  the 
number  of  loans  as  secured  by  unimproved  real  estate,  as  we  have  heretofore 
shown.  The  loan  of  W.  Murray  Baechtel  for  $1,900,  now  $1,100,  is  secured  by 
an  apartment*' 

Office  letter  of  May  29  referred  to  loans  held  by  your  bank,  amounting  to 
$24,353.69,  as  shown  on  page  7  of  a  copy  of  the  report  of  examination  in  your 
possession,  which  loans  were  classified  as  "secured  in  whole  or  in  part  by 
second  deeds  of  trust  and  deeds  of  trust  on  unimproved  suburban  lots."  The 
loan,  W.  M.  Baechtel,  of  $1,900  was  properly  included  in  this  schedule,  inas- 
much as,  according  to  the  examiners'  report  this  loan,  together  with  loans  to 
G.  W.  Bonnette,  Caroline  B.  Cooper,  and  James  L.  Karrick,  were  all  secured  by 
second  deeds  of  trust.  There  Is  also  Included  In  this  classification  a  loan  to 
Victor  J.  Evans  of  $4,500,  which  Is  secured  by  stock  of  the  Ordnance  Building 
Cori)oration  which  represents  the  ownership  of  equities  In  real  estate  subordi- 
nate to  the  oustanding  trust  or  trusts.  The  loan  to  Louis  A.  Alexander,  $812iK), 
was  secured  in  part  by  unimproved  lots.  The  loans  to  R.  and  Marie  Allen, 
Fort  Myer  Heights  Land  Co.,  Teresa  Holt,  Marie  A.  Fitz-Glbbons,  and  Betty 
B.  Heal  were  all  secured  by  deeds  of  trust  on  unimproved  lots. 

The  examiner's  report  of  the  examination  of  your  bank  made  In  January,  1919, 
shows  that  at  that  time  your  bank  held  a  note  of  Ellen  Hatfield  (an  employee 
of  the  Union  Savings  Bank,  of  which  Wade  H.  Cooper  Is  president)  of  $10,000, 
secured  by  a  deed  of  trust  on  No.  2026  Sixteenth  Street,  and  that  this  loan 
was  applied  for  by  Wade  H.  Cooper,  who  said  that  the  property  was  bought 
for  his  wife ;  the  loan,  however,  was  made  In  the  name  of  the  above-mentioned 
employee,  and  properly  classed,  under  the  circumstances,  as  a  "  dummy  "  loan. 
The  examiner  informs  this  office  that  at  that  time  there  were  no  title  papers  in 
the  bank  or  other  data  that  would  Indicate  whether  or  not  this  loan  was  secured 
by  a  first  deed  of  trust  on  the  above-mentioned  property,  and  that  the  bank's 
officers  stated  to  the  examiner  that  the  papers  In  connection  with  this  loan  were 
In  the  hands  of  the  title  company  and  that  the  transaction  was  in  an  incom- 
plete state.  At  the  close  of  that  examination,  when  the  examiner  called  atten- 
tion to  these  facts  at  the  board  meeting.  President  Cooper  stated  that  he  would 
have  his  wife,  Caroline  B.  Cooper,  assume  the  obligation.  The  examiners  In- 
form this  office  that  during  the  examination  of  April  10,  1919,  your  bank  h^d 
a  note  of  Caroline  B.  Cooper,  wife  of  your  president,  for  $4,500,  which  was 
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secured  by  a  second  deed  of  trust  on  the  above  property,  and  that  the  officers 
of  the  bank  informed  them  that  this  $4,500  note  was  taken  in  lieu  of  the 
"dummy**  note  originally  executed  by  Ellen  Hatfield,  after  the  difference, 
amounting  to  $5,500,  had  been  returned  to  the  bank. 

From  the  information  furnished  is  office  by  the  examiners  in  regard  to  the 
paper  purchased  from  the  American  Bank  &  Trust  Ck).,  Wilmington,  N.  C,  it 
does  not  appear  that  this  paper  consists  only  of  "commercial  paper,**  as  you 
state  in  your  letter.  This  office  is  advised  by  the  examiners  that  practically 
continuous  lines  of  paper  of  certain  of  the  makers  whose  notes  are  now  held 
have  been  carried  by  your  bank  for  years  past.  The  examiners  inform  this 
office  that  they  examined  carefully  into  the  account  kept  by  your  bank  with 
the  American  Bank  &  Trust  Co.,  Wilmington,  N.  C,  and  that  this  account  shows 
that  the  balance  maintained  with  that  bank  has  rarely  been  within  the  10  per 
cent  limit  of  your  capital  and  surplus  and  that  this  balance  has  been  in  excess 
of  the  10  per  cent  limit  for  months  at  a  time. 

The  continuous  carrying  of  paper  which  is  unsecured  and  unindorsed,  where 
there  is  no  evidence  of  such  paper  having  been  given  in  a  commercial  transaction 
as  commonly  understootl,  would  indicate  that  it  Is  not  business  paper,  or  paper 
of  a  class  eligible  for  rediscount  with  Federal  reserve  banks  by  member  banks, 
but,  on  the  other  hand,  should  be  regarded  as  accommodation  paper  or  as 
"  capital  '*  loans. 

The  examiners  inform  this  office  that  examinations  of  your  bank  have  been  at- 
tempted at  3  o'clock  in  the  afternoon,  or  soon  thereafter,  and  also  that  examina- 
tions have  been  begun  before  the  bank  opened  in  the  morning,  and  that  the  work 
is  carried  on  in  such  unbusinesslike  manner  that  it  is  difficult  for  them  to  get 
an  exact  proof  of  the  cash,  for  the  reason  that  the  transactions  subsequent  to 
3  o'clock  of  each  business  day  are  held  over  until  the  following  day,  occasioning 
confusion  and  making  in  reality  two  separate  settlements  of  the  bank's  cash. 
As  stated  in  office  letter  of  May  29,  it  is  difficult.  If  not  impossible,  for  the  bank 
to  make  a  correct  report  of  Its  condition  as  of  the  close  of  business  of  a  past 
date,  as  required  by  law. 

You  state  that  you  "deny  "  that  you  "  have  been  guilty  of  exacting  usurious 
rates  of  interest."  although  this  denial  is  made  in  the  face  of  your  own  sworn 
statements,  submitted  under  date  of  May  13,  containing  a  list  of  228  loans  made 
by  your  bank  at  rates  of  interest  ranging  from  Tf  per  cent  to  more  than  31 
per  cent,  while  the  legal  rate  in  the  District  of  CJolumbia  is  6  per  cent 

Examiner  Trimble  informs  this  office  that  he  had  criticized  the  bank  for 
carrying  the  bonds  of  the  Bureau  of  National  Literature  as  not  being  a  proper 
Investment  for  the  funds  of  a  savings  bank,  but  he  also  says  that  he  never  at  any 
time  recommended  their  sale  to  Thomas  E.  CJooper  or  anyone  else  at  any  set 
price,  and  on  the  contrary  the  record  shows  indisputably  that  he  clearly  and 
directly  warned  the  bank's  officers  and  the  board  that  if  these  bonds  were  sold 
to  any  of  the  Cooper  brothers  or  to  anyone  else  at  a  lower  price  than  they  were 
found  to  be  worth,  after  Investigation,  that  In  his  opinion  the  directors  present 
and  consenting  to  such  sale  would  be  liable  for  the  full  amount  of  the  difference 
between  the  price  at  which  the  bonds  might  be  sold  and  their  actual  worth. 
In  order  to  insure  protection  to  the  bank.  Examiner  Trimble  called  W.  H. 
Zepp.  vice  president  of  the  bank,  over  the  phone  within  a  day  or  two  of  the 
examination  of  November  21,  1917,  at  which  time  the  sale  had  been  discussed, 
and  cautioned  Vice  President  Zepp  in  expreas  terms  that  the  bonds  of  the 
Bureau  of  National  Literature  must  be  sold  by  the  bank  for  less  than  their 
actual  value,  and  instructed  him  to  see  that  a  statement  to  this  effect  was 
properly  inscribed  in  the  minutes  of  the  directors.  Examiner  Trimble  informs 
this  office  that  Vice  President  Zepp  did  make  this  a  matter  of  record  In  the 
minutes  in  accordance  with  his  request  and  warning. 

The  report  of  the  examination  of  this  bank  shows  that  the  bank  is  not  In  a 
satisfactory  condition,  and  Eaxminer  Trimble  says  that  he  has  made  no  state- 
ment to  the  contrary,  as  you  incorrectly  claim. 

You  state  that  the  criticism  of  your  management  and  officers  Is  at  variance 
with  the  record  of  the  bank  and  the  statement  of  Examiner  Trimble  and  that 
the  management  has  not  been  criticized  until  "  recently." 

You  are  advised  that  inspection  of  the  reports  of  examination  for  five  years 
past  shows  that  the  management  has  been  severely  criicized  and  the  national- 
bank  examiners  have  stated  in  numerous  reports  to  this  office  that  they  did  not 
regard  the  management  as  safe. 
Respectfully, 

T.  P.  Kanb,  Deputy  Comptroller. 
144936—19 16 
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Senator  Fletcher.  Is  that  Waycross  matter  in  any  way  related  to 
Mr.  Wade  H.  Cooper  here? 

Mr.  WiMJAMs.  very  directly.  It  was  he  who  sold  the  $30*,000 
bonds  to  this  Waycross  bank. 

The  Chairman.  Is  he  a  director  or  an  officer  in  that  bank?  . 

Mr.  Williams.  His  brother,  Thomas  E.  Cooper,  I  believe,  was  a 
director  and  probably  is  a  director.  In  fact,  he  informed  us  at  the 
hearing  in  October  last  that  he  was  a  dummy  director  there,  to  use 
his  own  language.  I  do  not  know  whether  Mr.  Wade  Cooper  is  a 
director.    I  presume  he  is  not.    But  he  sold  the  bonds  to  that  bank. 

The  Chairman.  If  he  has  no  official  connection  with  the  bank,  do 
you  think  that  is  impoitant? 

Mr.  Williams.  I  do.  Senator.  I  am  showing  here  that  Mr.  Wade 
Cooper  sold  to  the  bank  of  which  one  Cooper  was  president  and  an- 
other bix)ther  was  a  director — ^the  same  brother  who  was  a  director 
in  his  own  bank — these  bonds. 

The  Chairman.  You  can  make  that  statement,  and  then  do  you 
think  it  is  necessary  to  say  anything  more? 

Mr.  Williams.  I  shoulk  like  to  read  this  communication,  if  there  is 
no  objection.    It  proves  the  case,  I  think,  as  we  go  along. 

The  Chairman.  Proves  what  case?  What  do  you  propose  to 
prove? 

Mr.  Williams.  I  am  trying  to  show  that  these  transactions,  Sena- 
tor, in  bureau  bonds,  were  reprehensible  and  wholly  unjustifiable. 

The  Chairman.  Is  it  necessary  to  read  all  that  communication  to 
put  before  the  committee  your  statement  in  regard  to  the  sale  of 
bonds?    Can  you  not  make  that  statement? 

Mr.  Williams.  What  I  propose  to  show  by  this  memorandum  is 
that  the  excuse  that  Mr.  Cooper,  or  those  associated  with  him,  in 
removing  from  the  bank  a  certain  amount  of  paper  which  that 
bank  had  at  the  time  he  imposed  the  sale  upon  them  of  those  $30,000 
of  bonds,  was  not  justfied. 

Senator  Newberry.  May  I  ask  if  the  purpose  is  to  discredit  Mr. 
Cooper,  or  to  prove  the  efficiency  of  your  office? 

Mr.  Williams.  It  is  to  justify.  Senator,  the  action  of  my  office  in 
criticizing  and  taking  the  steps  which  wo  did  in  connection  with 
these  Cooper  banks.  Perhaps  I  may  in  a  few  words  stat«  how  this 
matter  came  up.    Mr.  Cooper  appeared  at  the  hearing  in  February — 

The  Chairman  (interposing).  That  is  all  in  the  other  hearings. 

Senator  Newberry.  I  have  read  it  all. 

Mr.  Williams.  You  have? 

The  Chairman.  That  is  all  in  the  other  hearings,  Mr.  Williams. 

Mr.  Williams.  I  would  like  to  emphasize  the  fact  that  Mr.  Cooper 
states  that  imtil  this  luatter  came  up  his  relations  with  the  bureau 
were  entirely  satisfactory,  and  that  he  regarded  Mr.  Trimble  as  an 
excellent  examiner,  except  for  Examiner  Trimble's  alleged  prejudice 
against  him. 

Senator  Fletcher.  This  is  not  gone  into  in  the  previous  record? 

Mr.  Williams.  No,  sir. 

The  Chairman.  Does  it  have  any  bearing  on  the  status  of  the  bank 
at  Waycross?    It  does  not  affect  that  bank  particularly,  does  it? 

Mr.  Williams.  I  think  it  has  a  very  direct  bearing  upon  the  matter 
at  issue — the  character  of  the  transaction  between  tne  two  bank& 
The  bank  here  was  loaded  up  with  paper  from  that  bank  from  time 
to  time. 
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The  Chairman.  Any  statement  affecting  Mr.  Cooper's  credit  as 
president  of  the  bank  is  of  course  proper  for  you  to  make,  and  matters 
affecting  the  solvenc}^  of  other  banks,  this  being  a  public  hearing. 

Mr.  Williams.  This  relates  more  directly  to  Mr.  Wade  H.  Cooper 
than  it  does  to  the  solvency  of  any  other  bank. 

The  Chairman.  The  conduct  of  the  officers  of  some  other  bank  ? 

Mr.  Williams.  No  ;  it  is  primarily  the  activities  of  Mr.  Wade  H. 
Cooper,  the  president  of  this  bank  here,  in  forcing  the  sale  upon  this 
other  bank  of  a  lot  of  securities  at  a  price  which  was,  as  far  as  I  can 
see,  wholly  unjustifiable. 

The  Chairman.  I  do  not  want  to  restrict  you  in  any  way,  Mr. 
Williams,  but  it  must  be  apparent  that  matters  connecteci  Avith  other 
banks — other  institutions — m  which  Mr.  Cooper  was  not  an  officer, 
can  not  very  well  have  much  bearing. 

Mr.  Williams.  This  relates  to  his  personal  transactions  with  that 
bank,  in  which  the  bank  of  which  he  is  president  is  invoh'ed,  inas- 
much as  he,  as  a  part  of  the  trade,  agreed 

The  Chairman.  You  have  stated  that.  If  it  is  necessary  to  read  a 
lot  of  immaterial  stuff  into  the  record,  I  suppose  you  will  have  to 
have  the  opportunity. 

Mr.  Williams.  I  shall  certainly  try  not  to  read  any  matter  which 
is  not  directly  material. 

The  Chairman.  Very  well,  proceed. 

Mr.  Williams.  I  will  state  right  here  that  the  local  bank  is  con- 
cerned, because  of  an  assurance  or  ^arantee  which  it  appears  that 
Mr.  Wade  Cooper  gave  to  the  Georgia  bank  as  a  part  of  the  transac- 
tion that  he  would  arrange  to  make  these  banks,  as  I  understand  the 
resolutions,  lend  the  Georgia  bank  money  on  these  bonds  as  collateral, 
on  his  bonds,  the  bonds  that  he  sells  personally  to  the  bank,  at  5 
per  cent  per  annum  interest,  if  they  should  want  to  borrow  the  money. 

The  Chairman.  Is  not  that  a  sufficient  statement? 

Mr.  Williams.  No;  that  does  not  go  into  these  matters  here  at 
all.  I  want  to  show  how  they  arose,  how  the  liabilities  which  Mr. 
Cooper  took  out  of  the  bank,  or  claims  that  he  took  out,  arose.  I  will 
try  not  to  burden  you  with  anything  that  is  not  material. 

JlTLY  8,  1919. 
MEMORANDUM  FOR  THE  COMPTROLLER. 

Acting  under  your  instructions  I  caHed  at  the  First  Nationul  Banii  of  Way- 
cross,  Ga.,  on  the  3d  instant  in  company  with  Examiner  Borden.  I  attach 
hereto  certified  copies  of  extracts  from  the  minutes  of  meetings  of  the  direc- 
tors of  that  banlc  relating  to  the  purchase  by  the  banlc  of  $30,000  (face  amount) 
of  bonds  of  the  Bureau  of  National  Literature. 

1.  Minutes  of  mw»ting  of  May  12  containing  resolution  authorizing  purchase. 

2.  Copy  of  agreement  dated  May  12  between  the  First  National  Bank  of  Way- 
cross,  by  J.  W.  Bal linger,  vice  president,  and  L.  J.  Cooper  and  Wade  H. 
Cooper,  covering  the  sale  of  these  bonds. 

3.  Extracts  from  minutes  of  May  25,  1917,  modifying  provisions  of  original 
resolution. 

4.  Minutes  of  meeting  of  June  16.  1917,  further  modifying  provisions  of 

original  resolution. 

5.  Extract  of  minutes  of  meeting  of  September  20  containing  resolution 
calling  ui)on  Wade  H.  Cooper  to  take  up  these  bonds  for  $30,000  cash. 

6.  Copy  of  letter  dated  September  21,  1917,  addressed  by  the  bank  to  Wade 
H.  Cooper  advising  him  of  the  request  made  by  the  board  that  he  take  up 
these  bonds. 

7.  Copy  of  letter  dated  September  24, 1917,  from  Wade  H.  Cooper  to  the  First 
National  Bank  of  Waycross  declining  to  take  up  the  bonds  for  the  price  of 
$30,000. 


242  NOMINATION  OF  JOHN  SKBLTON  WILLIAMS. 

8.  Extract  from  minutes  of  meeting  of  January  2»  1918,  again  calling  upon 
Wade  H.  Cooper  for  $30,000  cash  to  take  up  bonds. 

I  was  Informed  by  Messrs.  J.  W.  Bennett,  former  dlrecter  of  the  bank,  and 
J.  la.  Walker,  now  president,  that  the  resolution  which  appears  in  the  minutes 
of  May  12  was  drawn  after  the  meeting  by  Judge  Sweat  and  Wade  H.  Cooper ; 
that  in  the  opinion  of  a  majority  of  the  directors  present  the  resolution  did 
not  properly  reflect  the  action  taken  by  the  board,  and  for  that  reason  was 
repudiated  at  a  subsequent  meeting  held  May  25.  Judge  Sweat,  while  em- 
ployed by  the  bank  as  its  counsel,  apimrently  Is  In  close  sympathy  with  the 
Coopers.  It  will  be  noted  that  at  the  meeting  of  September  20,  when  Director 
Bennett  offered  a  resolution  calling  upon  Wade  H.  Cooper  to  take  out  the 
bureau  bonds,  Judge  Sweat  attempted  to  have  the  resolution  modified. 

Col.  Bennett  informed  Examiner  Borden  and  myself  that  his  first  discussion 
of  the  condition  of  the  First  National  Bank  of  Waycross  with  Wade  H.  Cooper 
left  him  under  the  impression  that  Wade  H.  Cooper  would  undertake  to  remove 
from  the  bank  a  part  of  the  paper  of  his  brother,  L.  J,  Cooper,  substituting 
cash  therefor.  Col.  Bennett  stated  that  when  Wade  H.  Cooper  proposed  the 
placing  of  the  bureau  bonds  In  the  bank  at  par  Instead  of  carrying  out  the 
original  proposal  he  (Col.  Bennett)  was  disappointed.  He  was  not  satisfied 
with  the  proposed  arrangement  and  had  his  vote  recorded  in  opposition  to  it. 
It  seemed  to  be  the  opinion  of  both  Messrs.  Bennett  and  Walker  that  Wade 
H.  Cooper,  having  put  the  bonds  into  the  bank  at  face  value,  should  take  them 
out  for  cash  at  the  same  figure,  despite  the  agreement  between  the  bank  and 
Ij.  J.  and  Wade  H.  Cooi>er,  which  agreement  apparently  was  passed  upon  and 
executed  under  authority  of  the  minutes  of  May  12,  1917,  which  were  said  to 
have  been  drawn  by  Judge  Sweat  and  Wade  11.  Cooper  and  the  contents  of 
which  were  repudiated  in  part  by  the  directors  at  their  next  meeting. 

There  is  in  the  file  of  the  comptroller's  office  a  copy  of  Col.  Bennett's  letter 
to  W.  B.  Cooper  declining  to  consider  the  proposal  of  himself  and  his  brothers 
to  take  these  bonds  out  of  the  bank  at  50  cents  on  the  dollar. 

Bonds  which  had  been  sold  to  the  bank  at  a  hundred. 
There  is  attached  hereto — 

9.  A  copy  of  the  proposal  dated  May  15,  1918,  made  by  W.  B.,  L.  J.,  P.  S., 
and  Thomas  E.  Cooper  in  regard  to  the  removal  of  these  bonds ;  and 

10.  Extract  from  a  letter  from  J.  L.  Walker,  president  of  the  First  National 
Bank  of  Waycross  to  Wade  H.  Cooper  under  date  of  May  18,  1918,  expressing 
his  dissatisfaction  with  the  proposal  of  the  Cooper  brothers. 

In  the  original  transaction  between  the  First  National  Bank  of  Waycross  and 
Wade  H.  Cooper,  by  which  the  bank  acquired  at  par  $30,000  face  amoimt  of 
bonds  of  the  Bureau  of  National  Literature,  there  was  remitted  to  the  American 
Bank  &  Trust  Co.  at  Wilmington  $15,000  cash  for  account  of  Wade  H.  Cooper, 
and  he  was  entitled  to  receive  certain  paper  belonging  to  the  First  National 
Bank  of  Waycross,  the  principal  items  of  which  were  as  follows : 

These  are  items  which  he  says  he  would  relieve  the  bank  of  and 

take  out. 

1.  Draft  of  the  State  Bank  of  Waycross  on  the  American  Bank  & 

Trust  Co.  of  Wilmington $8, 12a  08 

Note  of  L.  J.  Cooper  indorsed  P.  S.  Cooper 4,672.20 

Less  unearned  interest,  $19,  $4,653.20. 

The  draft  of  the  State  Bank  of  Waycross  could  not  be  found,  and  the  officers 
did  not  know  whether  it  had  been  returned  to  the  First  National  Bank  of 
Waycross  and  misplaced  or  whether  it  was  held  by  the  American  Bank  & 
Trust  Co.,  at  Wilmington.  The  note  of  L.  J.  Cooper  for  $4,672.20  referred  to 
above  was  still  in  possession  of  the  First  National  Bank  of  Waycross.  The 
draft  for  $8,126.08,  which  was  taken  up  in  the  bond  deal,  according  to  state- 
ments of  Messrs.  Stanton  and  Bellinger,  cashier  and  vice  president,  respectively, 
of  the  First  National  Bank  of  Waycross  arose  in  the  following  manner : 

The  State  Bank  of  Waycross  was  controlled  and  operated  by  L.  J.  Cooper 
(then  president  of  the  First  National  Bank)  and  J.  M.  Jenrette.  In  dealing 
checks  of  the  State  Bank  of  Waycross  paid  by  the  First  National  Bank,  the 
First  National  Bank  received  in  reimbursement  drafts  of  the  State  Bank  drawn 
upon  the  American  National  Bank  of  Wilmington.  These  drafts  were  dis- 
honored by  the  American  National  Bank  of  Wilmington  for  want  of  fands. 

At  the  time  of  this  examination  the  folh)wing  dishonored  drafts  drawn  on 
the  American  National  Bank,  Wilmington,  N.  C,  of  which  T.  E.  Cooper  was 
president,  were  found  in  the  First  N'^tional  Bank : 
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Draft  No.  183,  dated  3-9-15,  of  State  Bank  of  Waycross  by  J.  M.  Jenrette— 

we  discussed  him  this  morning — 

acting  cashier,  to  order  First  National  Bank  of  Waycross,  stamped, 

**  Protested    for   nonpayment " j $4, 500. 00 

Draft  184,  dated  3-10-15,  description,  otherwise  same  as  above,  pro- 
tested for  nonpayment 2,000.00 

Draft  No.  187,  dated  3-13-15,  description  otherwise  same  as  above, 

returned  unpaid  but  not  protested 1,300.00 

Draft  No.  189,  dated  3-18-15,  description  same  as  above,  returned 
marked,  "  Insufficient  funds,*'  but  not  protested 807. 91 

The  Chairman.  What  relation  has  this  to  these  bonds? 

Mr.  Williams.  These  are  the  items  which  Mr.  Cooper  claims  to 
have  taken  out,  to  relieve  the  bank  from,  in  connection  with  the  sale 
to  the  bank  of  those  bonds  at  par.    These  are  the  items. 

These  drafts,  with  other  items  descriptive  evidence  of  which  could  not  be 
found,  the  aggregate  being  $9,176.29,  on  December  15,  1915,  were  credited, 
having  been  returned  unpaid,  to  the  American  National  Bank  at  Wilmington 

Thomas  E.  Cooper's  bank 

to  which  bank  they  had  been  charged  when  sent  on  to  it  for  payment,  the 
credit  being  marked  "Rts.  State  Bank,"  the  items  having  been  returned  dis- 
honored by  the  American  National  Bank.  On  the  same  date,  the  State  Bank 
of  Waycross 

L.  J.  Cooper's  bank 

was  charged  the  same  amount. 

There  were  several  subsequent  transactions  in  the  account  of  the  State  Bank 
of  Waycross  which  reduced  the  amount  of  the  charge  to  $8,126.08.  On  August 
29;  1916.  it  appears  that  the  First  National  Bank  of  Waycross  received  an- 
other draft  of  the  local  State  bank  on  the  American  Bank  &  Trust  Co.  of  Wil- 
mington, which  had  succeeded  the  American  National  Bank, 

Which  had  succeeded  the  American  National  Bank  there 

in  the  amount  of  $8,126.08,  which  on  the  date  indicated  was  charged  on  the 
books  of  the  First  Naticmal  Bank  of  Waycross  to  the  American  Bank  &  Trust 
Co.  of  Wilmintgon.  This  draft  was  never  paid  by  the  American  Bank  & 
Trust  Co. 

According  to  statements  of  the  officers  and  certain  of  the  directors  of  the 
First  National  Bank  of  Waycross,  the  nonpayment  of  this  $8,126.08  draft 
was  discussed  at  meetings  of  the  board  of  directors  over  a  considerable  period, 
L.  J.  Cooper  assuring  the  board  that  provision  would  be  made  for  the  pay- 
ment of  the  draft  by  the  Wilmington  bank.  Provision  for  payment,  how- 
ever, never  being  made  the  draft  remained  dishonored. 

The  charge  of  $8,126.08  against  the  American  Bank  &  Trust  Co.,  of  Wil- 
mington was  then  carried  along  In  the  accounts  of  this  bank  (although  appar- 
ently not  recognized  by  the  American  Bank  &  Trust  Co.)  until  June  7,  1917, 
when  after  the  First  National  Bank  of  Waycross  had  taken  the  $30,000  of 
bureau  bonds  from  Wade  H.  Cooper  at  100,  apparently  in  connection  with  that 
transaction  It  remitted  to  the  American  Bank  &  Trust  Co.  at  Wilmington  its 
cashier's  check  for  $8,126.08,  thus  covering  the  old  charge  which  It  had  made 
against  the  trust  company  in  Wilmington  in  connection  with  the  returned 
worthless  drafts  which  the  State  Bank  at  Waycross.  of  which  L.  J.  Cooper 
is  .said  to  have  been  president,  had  drawn  on  the  Wllrainsrton  Trust  Co.,  of 
which  Thomas  E.  Cooper  was  president,  and  which  drafts  Thomas  E.  Cooper's 
company  had  protested  or  refused  to  pay  and  had  returned  to  the  First  Na- 
tional Bank  at  Waycross. 

Wade  H.  Cooper,  it  appears,  claims  that  he  used  a  portion  of  the  proceeds  of 
the  bureau  bonds,  which  he  sold  at  par,  to  make  good  that  $8,126  08  deficiency. 
I  respectfully  submit  that  that  particular  obligation  was  one  which  L.  J. 
Cooper  and  his  associates  would  doubtless  have  been  forced  to  pay — whether 
or  not  the  bureau  bonds  had  been  bought  by  the  Waycross  bank  at  par — unless 
they  were  hopelessly  insolvent. 

"Another  item  which  Wade  H.  Cooper  takes  credit  for  having  taken  out 
of  the  First  National  Bank  of  Waycross  with  the  proceeds  of  the  bureau 
bonds  is  a  note  for  $4,672.20  signed  by  L.  J.  Cooper  and  indorsed  by  P.  S. 
Cooper. 
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At  the  February  hearings  he  claimed  tliat  he  relieved  the  Way- 
cross  bank  of  a  lot  of  worthless  paper,  or  near-worthless  paper,  and 
yet  I  ask  your  attention  to  his  own  statement  as  to  the  solvency  or 
goodness  of  the  makers  and  indorsers  of  that  paper. 

Wade  11.  C/0<>r>er  in  testifying:  before  the  Senate  Committee  on  Bunking  and 
Currency  in  Fel)ruary  last,  salcl  (p,  258.  vol.  1.  of  Hearings)  : 

**  P.  S.  Coo]>er  is  the  president  of  several  different  banking  institutions,  and 
is  and  always  has  l)een  amply  able  to  take  care  of  any  and  aU  of  his  obliga- 
tions. He  has  the  reputation  of  being  one  of  the  best  business  men  In  either 
North  or  South  Carolina." 

Tliat  is  the  paper  that  he  claims  credit  for  relieving  the  bank  of. 

If  this  statement  in  regard  to  the  responsibility  of  P.  S.  Cooper  (who  was 
indorser  on  the  note  for  $4,672.20  referred  to)  is  true,  the  statement  of  Wade 
H.  Cooi)er,  that  in  oonsi<leration  for  the  delivery  of  $30,000  of  bureau  bonds  to 
the  First  National  Bank  of  Way  cross,  the  bank  paid  $15,000  in  cash  and  took 
out  $15,000  in  what  he  terms  "  worthless  paper,"  is  not  true. 

According  to  information  received  from  Messrs,  Bennett^  Walker,  Bellinger, 
and  Stanton  the  State  Bank  of  Waycross,  which  was  controlled  by  L.  J.  Cooper, 
liquidated,  paying  its  depositors  in  full,  but  so  far  as  their  information  went, 
with  no  distribution  to  stockholders.  The  deposits  of  the  bank  at  the  time  of 
liquidation  according  to  these  gentlemen  were  only  some  seven  or  eight  thou- 
sand dollars. 

It  is  apparent  from  the  best  information  obtainable,  that  L.  J.  Cooper  used 
his  iM)sition  as  president  of  the  First  National  Bank  of  Waycross  to  obtain 
from  that  bank  on  worthless  drafts  of  the  State  Bank  of  Waycross,  which  he 
is  said  to  have  controlled  the  funds  with  which  the  State  Bank  of  Waycross 
was  liquidated,  and  in  my  opinon  this  constitutes  clearly  a  misapplication  of 
the  fimds  of  the  First  National  Bank  of  Waycross,  by  L.  J.  Cooper.  Inas- 
much, however,  as  tlie  drafts  originally  passing  between  the  two  banks  were 
lssue<l  in  March,  1915.  more  than  four  years  ago,  it  probably  would  be  held 
that  the  statute  of  limitations  had  run  against  the  transactions,  although  the 
draft  for  $8,120.08  in  final  settlement  of  these  items,  which  draft  never  was 
paid  by  the  drawer  or  drawee  was  issued  by  the  State  Bank  of  Waycross  In 
August,  1916,  less  than  three  years  ago. 

Uespectfully  submitted. 

Sidney  R.  Conodon, 
National  Bank  Examiner, 

Regular  meeting  of  the  board  of  directors  was  held  May  12, 1917,  at  10.90  a.  m. 

Those  present  were  Messrs.  Bellinger,  Bennett,  Cooper,  Croom,  Sweat,  Walker, 
and  Williams. 

The  minutes  of  the  previous  meeting  were  read  and  approved. 

The  loans  made  since  last  meeting  were  read  and  approved. 

Mr.  Wade  H.  Cooper  of  the  United  States  Savings  Bank  of  Washington, 
D.  C.  appeared  before  the  board  to  submit  a  proposition  in  regard  to  the  sale 
of  some  bonds  of  the  Bureau  of  National  Literature  to  the  bank.  After  some 
time  .spent  in  discussion  of  the  matter,  on  motion  of  Dr.  Walker,  seconded  by 
Mr.  Bellinger,  the  officers  of  the  First  National  Bank  of  Waycross  were  auth- 
orlze<i  and  directed  for  and  on  behalf  of  said  bank  to  purchase  from  Wade 
H.  Cooper,  of  Washington,  D.  C,  $30,000  of  5  per  cent  Bureau  of  National 
Literature  Bonds,  issued  November  19,  1910,  and  due  November  19,  1920,  with 
the  interest  payable  semiannually,  May  and  November,  at  par,  and  in  con- 
sideration of  the  sale  of  said  bonds  by  said  Wade  H.  Cooper  to  said  First 
National  Bank  of  Waycross,  he  is  hereby  given  the  exclusive  and  irrevocable 
right  to  vote  said  bonds  at  any  and  all  times  and  at  any  and  all  meetings  of 
the  bondholders  of  said  Bureau  of  National  Literature  Bonds  or  otherwise, 
or  as  he  may  direct,  for  any  purposes,  and  as  he  may  deem  necessary  and 
proiH»r  for  the  best  interest  of  said  First  National  Bank  of  Waycross. 

It  being  further  understood  and  agreed  that  upon  payment  in  full  of  the 
principal  and  Interest  of  said  bonds  to  said  First  National  Bank  of  Waycrosw, 
said  Wade  H.  Cooper  shall  be  entitled  to  any  and  all  other  rights  and  equities. 
Including  the  stock,  to  which  said  bank  would  be  entitled  as  the  holder  thereof. 

And  it  is  further  understood  and  agreed  that  said  First  National  Bank  of 
Waycross,  will  not  sell  the  said  bonds  prior  to  maturity  to  any  one  except  to 
js/i/d  Wnde  H.  Cooper  or  his  nominee. 


NOMINATION  OF  JOHN  SKELTON  WIUJAMS.  245 

Col.  Bennett  asked  to  be  recorded  as  voting  against  this  motion. 
There  being  no  further  business  on  motion  the  meeting  adjourned. 

C.  V.  Stanton,  Secretary. 

Not  only  sold  them  at  par,  but  tied  them  up  effe<!tually. 

I,  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  First 
National  Bank  of  Waycross.  Ga.,  certify  that  the  above  is  a  true  and  complete 
copy  of  the  minutes  of  a  meeting  of  the  board  of  directors  of  said  bank,  held 
at  Waycross,  Ga.,  on  May  12,  1917. 

C.  V.  Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors, 

First  National  Bank  of  WaycrosSy  Oa, 

The  Chairman.  Do  I  understand  there  has  been  any  default  on 
any  of  these  bonds,  Mr.  Williams? 

Mr.  WiijjAMS.  Has  there  been  any  what? 

The  Chairman.  Any  default  on  those  bonds? 

Mr.  Williams.  Not  that  I  know  of. 

The  Chairman.  I  imderetood  you  to  say  this  morning  that  25  per 
cent  had  been  paid. 

Mr.  Williams.  Twenty-five  per  cent  on  the  principal,  as  I  under- 
stand— in  liquidation  of  the  principal. 

The  Chairman.  Liquidation  of  the  principal  of  the  bonds? 

Mr.  Williams.  Yes ;  so  I  understand. 

The  Chairman.  That  does  not  indicate  that  they  are  not  good 
bonds,  does  it  ? 

Mr.  Williams.  If  they  are  good  bonds,  it  brings  up  the  question, 
how  can  you  justify  their  sale  at  16  or  20? 

The  Chairman.  I  thought  he  was  selling  them  at  par  here. 

Mr.  Williams.  Yes.    That  is  the  question. 

The  Chairman.  Go  ahead. 

Mr.  Williams  (reading) : 

State  of  Geokgia. 

City  of  Waycross,  County  of  Ware, 

This  agreement,  made  and  entered  Into  this  May  12,  1917,  by  and  between  the 
First  National  Bank  of  Waycross  and  L.  J.  Cooper,  of  the  city,  county,  and  State 
aforesaid,  and  Wade  H.  Cooper,  of  Washington,  D.  C, 

Witnesseth  that  the  $30,000  to  be  paid  for  the  Bureau  of  National  Literature 
Bonds  this  day  purchased  by  said  bank  from  said  Wade  H.  Cooper,  at  par,  ap- 
proximately one-half  of  said  sum  is  to  be  applied  to  the  settlement  of  certain 
claims  held  by  said  bank  consisting  of — 

Draft  of  State  Bank  of  Waycross  on  American  Bank  &  Trust  Co.  of 

Wilmington $8, 126. 08 

Note  of  L.  J.  Cooper  Indorsed  by  P.  S.  Cooper 4, 672.  20 

In  addition  to  the  foregoing,  with  Interest  thereon,  enough  of  other  obligations 
of  said  L.  J.  Cooper  are  to  be  settled  to  make  approximately  the  sum  of  $15,000. 
Said  L.  J.  Cooper  guarantees  the  payment  of  one-half  or  $15,000  of  said  bonds, 
and  he  also  obligates  himself  to  pay  to  said  First  National  Bank  of  Waycross 
the  difference  between  the  5  per  cent  interest  on  said  bonds  and  8  per  cent  per 
annum. 

Should  said  First  National  Bank  of  Waycross  at  any  time  while  holding  said 
bonds  desire  to  borrow  money  thereon  as  collateral  security  therefor,  said 
Wade  H.  Cooper  agrees  that  the  United  States  Savings  Bank,  of  Washington, 
D.  C,  of  which  he  is  president,  will  loan  same  at  5  per  cent  per  annum  for  such 
time  as  may  be  agre^  on. 

There,  Mr.  Chairman  and  gentlemen,  in  order  to  enable  him  to 
make  a  deal  of  his  own  personal  bonds — these,  I  understand,  are  not 
the  bonds  belon^ng  to  the  United  States  Savings  Bank — ^but  to 
facilitate  his  putting  those  bonds  over  on  the  Waycross  Bank,  he 
commits  and  pledges  the  United  States  Savings  Bank  to  loan  this 
juoney  at  5  per  cent  on  those  bonds  as  collat«r«LV, 
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In  the  event  Mr.  J.  K.  Doughton,  chief  national  bank  examiner,  or  the  Comp- 
troller or  Deputy  CJomptroller  of  the  Currency  should  object  to  said  First 
National  Bank  of  Waycross  holding  and  carrying  said  Bureau  of  National 
Literature  Bonds  at  par,  then  and  in  that  event  $15,000  of  the  said  sum  of 
$30,000  paid  therefor  is  to  be  refunded  to  said  bank,  together  with  the  obliga- 
tion aforesaid,  by  said  Wade  H.  Cooper,  and  said  bonds  thereupon  returned 
to  him  and  the  obligation  aforesaid  to  be  otherwise  adjusted  with  said  bank. 

In  testimony  whereof  said  parties  have  hereunto  executed  these  presents  in 
triplicate,  the  day  and  year  aforesaid. 

FiBST  National  Bank,  Waycro8»,  Oa, 
By  J.  W.  Bellinqeb,  Vice  President, 
L.  J.  Cooper. 
Wade  H.  Cooper. 

The  meeting  was  called  to  order  by  the  president.  The  minutes  of  the 
previous  meeting  were  then  read.  The  section  of  the  resolution  passed  at  the 
previous  meeting,  in  regard  to  the  purchase  of  $30,000  worth  of  Bureau  of 
National  Literature  Bonds,  whereby  the  bank  agreed,  in  purchasing  these  bonds, 
not  to  dispose  of  them  except  to  W.  H.  Cooper,  of  Washington,  D.  C,  was 
declared  by  a  majority  of  the  board  not  to  be  in  conformity  with  the  resolution 
as  passeil  at  the  meeting  on  May  12,  and  this  section  of  the  minutes  was  there- 
f(»re  not  approved.  Judge  J.  L.  Sweat  voting  against  any  change  in  the  reso- 
lution as  entered  on  the  minutes.  However,  on  motion  it  was  agreed  by  the 
lK)ard  to  purchase  these  bonds  as  proposed  by  the  resolution  on  May  12,  with 
the  exception  to  the  said  resolution  that  this  bank  reserved  the  right  to  dis- 
pose of  the  said  bonds  at  any  time  or  to  any  person,  after  giving  the  said  W,  H, 
Cooper  60  days  notice  of  Intention  to  sell  the  said  bonds  and  giving  him  the 
opportunity  to  purchase  the  bonds  himself,  at  par.  before  making  such  sale. 

I.  C.  V.  Stanton,  cashier  an<l  secretary  of  the  board  of  directors  of  the  First 
National  Bank,  of  Waycross,  Ga.,  certify  that  the  above  Is  a  true  and  correct 
copy  of  an  extract  from  the  minutes  of  a  meeting  of  the  board  of  directors  of 
said  bank,  held  at  Waycross,  Ga.,  on  May  25, 1917. 

C.   V.   Stanton, 
Cashier  and  Seci'ctary  of  the  Board  of  Directors, 

First  National  Bank,  of  Waycross^  Oa, 

A  special  meeting  of  the  board  of  directors  was  held  June  16,  1917,  at  2.30 
p.  m.,  the  following  members  being  present:  Messrs.  Walker,  Bellinger.  Sweat, 
Crooni,  and  Williams. 

The  following  resolution  was  adopted  on  motion  of  Dr.  Walker,  seconded  by 
Mr.  Croom : 

"  Resolved.  That  the  directors  of  the  First  National  Bank,  of  Waycross,  in 
regular  meeting  assembled,  do  authorize  the  offi(*ers  of  the  said  First  National 
Bank  to  purchase  from  W.  H.  Cooper,  of  Washington,  I>.  C,  $30,000  worth  of 
Bureau  of  National  Literature  Bonds  5  per  cent  as  authorized  by  the  resolu- 
tion adopted  at  the  meeting  of  the  snld  board  of  directors  held  May  12,  1917, 
with  the  exception  to  the  said  resolution  that  the  First  National  Bank  agrees 
not  to  dispose  of  the  said  bonds  within  12  months  from  date  of  purchase,  to 
anyone  save  the  said  W.  H.  Cooper  or  his  duly  authorized  ngent,  but  after  the 
expiration  of  the  12  months*  i)eriod  the  said  bank  reserves  the  right  to  dispose 
of  the  said  bonds  to  anyone  it  may  sec  fit  to  sell  to,  after  first  giving  the  said 
W.  H.  Cooper  30  days'  refusal  of  said  .bonds. 

"  Be  it  further  resolved.  That  this  action  is  intended  to  amend  the  action  of 
the  said  board  of  directors  in  regard  to  the  purchase  of  said  bonds,  which  action 
was  taken  at  the  meetings  of  the  said  board  on  May  12  and  May  25,  1917." 

There  being  no  further  business,  the  meeting  adjourned. 

C.   V.   Stanton, 

Secretary. 

I,  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  First 
National  Bank,  of  Waycross,  Ga.,  certify  that  the  above  Is  a  true  and  complete 
copy  of  the  minutes  of  a  meeting  of  the  board  of  directors  of  said  bank,  held  at 
Waycross,  Ga.,  on  June  16,  1917. 

C.   V.   Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors, 

First  National  Bank,  of  Waycross,  Oa. 

John  W.  Bennett  offered  the  following  resolution  and  moved  Its  adoption, 
n-li/cli  was  seconded  by  Dr.  Walker : 
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**  Re9olvedt  That  Mr.  Wade  H.  CJooper  be  at  once  sent  a  copy  of  the  criticisms 
of  the  department  in  regard  to  the  sale  by  him  to  the  First  National  Bank  of 
Waycross  of  certain  bonds  of  the  Bureau  of  National  Literature  of  New  Yoric 
City,  for  the  sum  of  $30,000 ;  and  be  it 

**R€8olved,  That  the  said  Wade  H.  Cooper  in  accordance  with  the  criticisms 
aforesaid  be  at  once  directed  to  send  to  the  said  First  National  Banlc  of  Way- 
cross  without  delay  New  York  exchange  for  $30,000,  this  being  the  amount  of 
purchase  price  of  the  said  bonds,  together  with  0. jp^r  cent  interest  on  the  said 
amount  from  the  12th  day  of  June,  1917;  and  be  it  further 

**Resolvedf  That  on  receipt  of  the  said  New  York  exchange  in  the  sum  of 
$30,000  that  the  bonds  referred  to  be  returned  to  the  said  Wade  H.  CJooper  at 
once;  and  be  it  further 

**R€solvedj  That  if  Mr.  Cooper  falls  to  comply  with  this  request  that  the 
officers  of  the  said  First  National  Bank  of  Waycross  are  authorized  and 
directed  to  sell  the  said  bonds  at  once/* 

Judge  Sweat  moved  in  substitution  for  the  above  resolution  that  Wade  H. 
Cooper  be  notified  at  once  of  the  criticism  of  the  comptroller  in  regard  to  the 
said  bonds  and  asked  to  have  this  criticism  removed  at  once  or  to  redeem  the 
said  bonds. 

Upon  the  substitute  being  put  to  a  vote  it  was  lost,  and  the  original  resolu- 
tion was  then  voted  on  and  passed. 

I,  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  First 
National  Bank,  of  Waycross,  Ga.,  certify  that  the  above  is  a  true  and  correct 
copy  of  an  extract  from  the  minutes  of  a  meeting  of  the  board  of  directors  of 
said  bank,  held  at  Waycross,  Ga.,  on  September  20,  1917. 

C.  V.  Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors, 

First  National  Bank,  of  Waycross,  Oa, 

The  date,  Mr.  Chairman  and  gentlemen,  I  call  your  attention  to,  September 
20,  1917,  nearly  two  years  ago.  Wade  Cooper  had  been  called  upon  to  redeem 
those  bonds  and  take  them  up  and  relieve  the  bank  of  them.  That-  was  before 
these  investigations  were  brought  to  my  attention.  I  knew  nothing  about  the 
transaction,  but  the  examiner,  in  the  performance  of  his  duty,  had  found  this 
irregular  transaction  down  there,  and  in  pursuance  of  instructions  of  the  ex- 
aminer, the  board  of  directors  had  called  upon  the  bank  to  demand  a  return  of 
the  bonds.    Here  is  Mr.  Cooper's  letter : 

Wayceoss,  Ga.,  September  21,  1917, 

Wade  H.  Cooper, 

Care  of  United  States  Savings  Bank,  Washington,  D,  C. 

Dear  Sib:  At  a  special  meeting  of  the  board  of  directors  of  this  bank  held 
Thursday,  September  20,  at  10.30  a.  m.,  with  a  quorum  present,  said  meeting  be- 
ing held  for  the  purpose  of  considering  the  report  of  the  national-bank  examiner 
oil  the  last  examination  of  this  bank,  and  also  for  currency  based  on  said  re- 
port, the  following  resolutions  were  adopted : 

"  Resolved,  That  Mr.  Wade  H.  Cooper  be  at  once  sent  a  copy  of  the  criticisms 
of  the  department  in  regard  to  the  sale  by  him  to  the  First  National  Bank  of 
Waycross  of  certain  bonds  of  the  Bureau  of  National  Literature  of  New  York 
City  for  the  sum  of  $30,000 ;  and  be  it  further 

**  Resolved,  That  the  said  Wade  H.  Cooper,  in  accordance  with  the  said  criti- 
cisms, be  at  once  directed  to  send  to  the  First  National  Bank  of  Waycross, 
without  delay,  New  York  exchange  for  $30,000,  this  being  the  amount  of  pur- 
chase price  of  the  said  bonds,  together  with  5  per  cent  interest  on  the  said 
amount  from  the  12th  day  of  June,  1917 ;  and  be  it  further 

''Resolved,  That  on  receipt  of  the  said  New  York  exchange  in  the  sum  of 
$30,000  that  the  bonds  referred  to  be  returned  at  once  to  the  said  Wade  H. 
Cooper;  and  be  it  furtlier 

**  Resolved,  That  if  Mr.  Cooper  fails  to  comply  with  this  request  that  the 
officers  of  the  said  First  National  Bank  of  Waycross  are  authorized  and  di- 
rected to  sell  the  said  bonds  at  once." 

As  stated,  this  resolution  was  passed  by  our  board  and  I  was  directed  as 
secretary  to  furnish  you  with  copy  of  the  resolutions  as  above  at  once. 

I  am  also  attaching  hereto  a  copy  of  extract  from  the  letter  directed  to  this 
bank  by  the  Comptroller  of  the  Currency  which  refers  to  the  matter  in  question. 
Yours  very  truly, 


Secrelar^, 
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Washinoton,  D.  C,  September  2i^  1917, 
Mr.  C.  V.  Stanton, 

Cashier,  First  Natiorml  Bank,  Waycross,  Oa. 

Deab  Sib:  I  was  in  Wilmington,  N.  C,  Saturday,  but  found  yours  upon  my 
arrival  this  morning,  inclosing  copy  of  the  resolution  of  your  board  of  directors 
with  reference  to  the  bureau  bonds. 

The  suggestion  of  the  department  that  tliese  bonds  be  taken  out  is  utterly 
without  rhyme  or  reason,  as  these  bonds  appear  to  he  the  best  asset  you  liave 
in  your  bank.  Certainly  I  will  take  the  bonds  out  if  it  is  desired,  but  it  will 
leave  a  $15,000  hole  for  your  board  to  till,  as  I  only  let  you  have  these  bonds  to 
All  up  the  hole  caused  by  that  "  punk  "  paper. 

That  "punk  paper"  to  which  he  refers,  four  or  five  thousand 
dollars  of  it,  was  indorsed  by  a  man  the  president  of  several  bi 
institutions  in  North  Carolina,  one  of  the  best  business  men  in  Nortl 
Carolina,  of  unquestioned  standing.    That  "  punk  paper." 

Senator  Fletcher.  Mr.  Cooper  said  he  never  received  any  of  the 
paper.  He  said  he  got  $15,000  cash  and  was  to  get  $15,000  of  doubt- 
ful paper,  but  they  never  gave  him  any  of  the  paper. 

Mr.  Williams.  I  should  be  very  happy  to  ascertain  that  the  Way- 
cross  bank  had  $4,600  of  paper  of  L.  J.  Cooper,  indoi-sed  by  P.  S. 
Cooper,  if  Mr.  P.  S.  Cooper  is  as  good  as  Mr.  Wade  Cooper  says  he  is, 
for  it  will  enable  the  Way  cross  bank  to  recover  $4,600  on  that  loan. 
Do  I  understand  Mr.  Wade  Cooper  makes  no  claim  to  that  $4,600 
note? 

Senator  Fletcher.  His  testimony  here  is  on  page  14 : 

Senator  Pomebene.  How  much  did  yon  get  for  them? 

Mr.  Cooper.  $15,000  cash,  and  I  was  to  get  $15,000  in  criticised  paper,  which  I 
never  received. 

Senator  Pomebene.  In  other  words,  you  were  to  get  par  for  them? 

Mr.  GooPEB.  I  was  to  get  $15,000  in  cash  and  was  to  get  the  balance  in  criti- 
cised paper. 

Mr.  Williams.  I  should  be  very  happy  to  learn  that  that  is  an 
asset  which  the  bank  may  recover,  if  that  is  the  case.  Is  it  under- 
stood  

The  Chairman  (interrupting).  No.  When  Mr.  Cooper  replies  to 
you,  if  he  desires  to,  he  will  probably  be  able  to  give  us  the  tacts  in 
regard  to  that. 

Benator  Fletcher.  Do  I  understand  those  bonds  have  matured? 
Or  do  you  know  ? 

Mr.  Williams.  I  do  not  know.  I  understand  that  perhaps  25  per 
cent  has  been  paid  on  them. 

Senator  Fletcher.  But  whether  they  have  matured 

Mr.  Williams.  I  understood  they  did  not  mature  until  1920. 

The  Chairman.  Did  the  bank  keep  them? 

Mr.  Williams.  This  is  a  request  to  Mr.  Cooper  to  take  them  up,  and 
this  is  a  reply  refusing  to  do  it  except  at  50  cents  on  the  dollar.  So 
far  as  I  know,  the  bank  has  them  still.  This  letter  says  that  Mr. 
Cooper  refused  to  take  them  up. 

Senator  Fletcher.  You  had  not  finished  the  letter. 

Mr.  Williams.  No.    Mr.  Cooper  continues: 

E.  S.  Sweatt  of  this  city  attempted  to  buy  some  of  these  bonds  last  week. 

I  do  not  know  who  E.  S.  Sweatt  is,  but  I  understand  E.  S.  Sewatt 
was  a  female  clerk  in  his  bank.  I  do  not  know  whether  E.  S.  Sweatt 
was  a  female  clerk  in  his  bank  or  not,  but  I  undei^stand  that  is  the 
E.  S.  Sweatt,  the  capitalist  who  attempted  to  buy  these  bonds. 
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E.  S.  Sweatt,  of  this  city,  attempted  to  buy  some  of  these  bonds  last  week,  and 
I  am  inclosing  copies  of  the  original  telegrams  from  the  various  banks,  nearly 
all  of  them  national  banks  and  practically  unanimous  in  demanding  par  for 
their  bonds. 

The  suggestion  of  the  department  is  wholly  inexcusable  and  without  reason, 
and  I  will  take  the  matter  up  with  the  department  and  file  copies  of  these  wires, 
and  I  think  I  can  convince  the  department ;  but  if  your  board  is  willing  to  fill 
up  the  hole  which  will  be  made  by  taking  these  bonds  out,  kindly  advise  me. 

Those  bonds,  as  stated  in  his  letter,  appeared  to  be  the  best  asset 
they  have  in  their  bank,  and  yet  he  is  unwilling  to  give  more  than 
50  cents  on  the  dollar  for  them. 

These  wires  are  from — 
First  National  Bank,  Elkhart,  Ind. 
Mount  Jackson  National  Bank,  Mount  Jackson,  W.  Va. 
National  Bank  of  Goldsboro,  Goldsboro,  N.  C. 
Macksburg  National  Bank,  Des  Moines,  Iowa. 
First  National  Bank,  Port  CUnton,  Ohio. 
First  National  Bank,  Harrington,  Del. 
W.  J.  Lewis,  Scio,  Ohio. 
Bank  of  Phoebus,  Fort  Monroe,  Va. 
Interstate  Finance  Corporation,  Philadelphia,  Pa. 
Philson  National  Bank,  Berlin,  Pa. 
National  Bank  of  Fredonla,  Fredonla,  N.  Y. 
Elyria  Savings  &  Banking  Ck).,  Elyria,  Ohio. 
Yours,  truly, 

Wade  H.  Ckx>PEB. 
(Notations  on  margins  as  follows:) 

Par  is  80,  as  20  has  been  paid. 
These  bonds  are  perfectly  good  and  will  be  paid. 

Remember  all  that  I  return  is  $15,000  cash  and  the  "  punk  "  paper — see  your 
agreement. 

He  says,  "All  that  I  return  is  $15,000  and  the  *punk'  paper," 
which  he  stated  to  the  committee  he  never  received,  and  which  in 
this  letter  he  says  he  will  return. 

On  motion  of  Dr.  Walker,  seconded  by  Mr.  Bennett,  the  following  resolution 
wajB  adopted : 

**Besolvedf  That  Mr.  Wade  H.  Cooper,  of  Washington,  D.  C,  requested  to 
remit  at  once  to  the  First  National  Bank  of  Waycross,  $30,000  to  cover  the 
cost  to  the  bank  of  the  Bureau  of  National  Literature  Bonds  purchased  from 
him  by  the  said  bank.  This  request  being  made  in  accordance  with  the  de- 
mands of  the  (Comptroller  of  the  Currency  contained  in  his  letter  to  the  board  of 
directors  under  date  of  December  28,  1917." 

There  seems  to  have  been  a  further  demand  made  upon  them. 

I,  C.  V.  Stanton,  cashier  and  secretary  of  the  board  of  directors  of  the  First 
National  Bank  of  Waycross,  Ga.,  certify  that  the  above  is  a  true  and  correct 
copy  of  an  extract  from  the  minutes  of  a  meeting  of  the  board  of  directors 
of  said  bank,  held  at  Waycross.  Ga.,  on  January  2,  1913. 

C.  V.  Stanton, 
Cashier  and  Secretary  of  the  Board  of  Directors, 

First  National  Bank  of  Waycross,  Oa, 

Florence,  S.  C,  May  15, 1918, 

We,  the  undersigned,  each  for  himself,  W.  B.  Cooper,  P.  S.  Cooper,  L.  J. 
Cooper,  and  Thomas  E.  Cooper  hereby  agree  to  sell  to  Col.  J.  W.  Bennett,  of 
Waycross,  Ga.,  all  of  the  stock  we  hold  in  the  First  National  Bank  of  Waycross, 
Ga.,  either  In  our  name  or  that  Is  held  by  each  as  collateral  to  notes — notes 
that  we  hold  that  Is  secured  by  said  stock — for  the  price  of  $25  per  share, 
provided,  however,  that  payment  Is  made  In  cash  not  later  than  June  1,  1918, 
and  provided  on  date  of  delivery  of  stock  of  each  for  himself  that  the  said 
J.  W.  Bennett  Is  to  deliver  to  Thomas  E.  Cooper,  assigned  without  recourse,  all 
paper  of  L.  J.  Co<n>er  with  the  collateral  attached  now  held  by  the  First 
National  Bank  of  Waycross  aggregating  approximately  $30,000,  and  provided 
further  that  the  said  J.  W.  Bennett  delivers  on  same  day  to  T\iom«A^.  Cx^o'^t^ 
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of  Wilmington,  N.  C,  all  bonds  now  held  by  said  First  National  Bank  of  the 
Bureau  of  National  Literature  for  the  price  of  50  cents  on  the  dollar-^50  cents 
on  the  balance  due  on  said  bonds  on  date  of  delivery. 

L.    J.    COOPBB. 
P.  S.  CkXIPKK. 
W.    B.    GOOFEB. 

Thos  E.  Goopeb. 

Extract  from  letter  from  J.  L.  Walker,  president  First  National  Bank  of 
Waycross,  6a.,  to  Wade  H.  Ck>oper,  care  of  Union  Savings  Bank,  Washington, 
D.  C,  dated  May  18,  1918. 

"  While  you  speak  very  freely  of  the  money  that  we  have  got  to  put  up  It 
appears  to  me  that  little  if  any  progress  is  being  made  in  that  direction.  The 
proposition  to  release  the  bureau  bonds  to  you  at  50  cents  is  to  me,  during  my 
many  years  in  the  business  world,  unprecedented,  since  at  the  time  yon  and 
your  brothers  put  these  bonds  over  on  us,  you  insisted  that  they  were  exceU^t 
value  at  par.'* 

July  8, 1919. 
memorandum  fob  the  gomptbolleb. 

I  also  called  upon  Mr.  E.  K.  Wilcox,  attorney,  Valdosta,  Ga.,  in  regard  to  the 
affairs  of  the  Bank  of  Statenville.  Mr.  Wilcox  being  engaged  in  the  prosecu- 
tion of  the  indictment  against  L.  J.  Gooper  arising  out  of  the  insolvency  of  the 
Bank  of  Statenville. 

Mr.  Wilcox  permitted  me  to  examine  certain  of  his  files  from  which  and 
from  conversation  with  him  the  following  information  was  obtained :  The  bank 
of  Statenville  was  organized  about  1916  by  L.  J.  Gooper  and  J.  M.  Jen  ret  te  who 
Induced  residents  of  Statenville  and  vicinity  who  were  not  familiar  with  bank- 
ing  transactions  to  subscribe  for  and  pay  in  stock  to  the  amount  of  $5300; 
L.  J.  Gooper  and  Jenrette  subscribed  for  92  shares  which  was  not  paid  In, 
$9,200 ;  total  capital.  $15,000. 

Records  of  the  bank  Indicate  that  in  an  endeavor  to  establish  payment  of  the 
stock  subscribed  by  himself  and  Jenrette,  L.  J.  Gooper  conveyed  or  had  con- 
veyed to  the  Bank  of  Statenville,  real  estate  in  Nicholls  and  Statenville  at  a 
valuation  of  $9,600,  which  valuation  was  said  to  have  been  far  in  excess  of  the 
actual  value  of  the  property. 

The  Chairman.  What  bearing  has  this  upon  these  bonds? 

Mr.  Williams.  This  shows  how  the  banks  which  we  have  been 
discussing  here,  and  which  have  been  creditors  of  these  Cooper  banks, 
were  organized  and  manipulated.  As  to  this  one  bank,  the  Staten- 
ville Bank 

The  Chairman.  Was  Mr.  Wade  Cooper  one  of  the  organizers  of 
the  bank? 

Mr.  WnxiAMS.  This  relates  more  immediately  to  Mr.  L.  J.  Cooper 
and  Mr.  Jenrette. 

The  Chairman.  It  seems  to  me  it  has  no  connection  whatever 

Mr.  Williams.  It  refers  to  paper  taken  over  from  these  banks  into 
the  Wasliington  banks.  This  is  the  character  of  paper  with  which 
the  Washington  banks  were  loaded. 

The  acceptance  of  this  property  in  payment  of  the  stock  subscribed  by 
Cooper  and  Jenrette  was  not  authorized  by  the  board  of  directors  of  the  bank. 
Cooper  then  discounted  at  the  bank  various  notes  of  parties  residing  in  Way- 
cross  and  vicinity  which  were  found  to  be  worthless.  He  also  caused  to  be 
placed  In  the  bank  of  Statenville  a  certificate  of  deposit  for  $1,000  issued  by  the 
Waycross  Savings  &  Trust  Co.  of  which  he  was  president.  The  Waycross  Sav^ 
Ings  &  Trust  Co.  is  now  In  the  hands  of  receivers  and  the  bank  of  Statenville 
has  been  unable  to  realize  upon  the  certificate. 

At  the  time  of  closing  L.  J.  Cooper's  overdraft  was  $882.51. 

An  assessment  of  SO  per  cent  was  made  upon  the  stockholders  of  the  bank  of 

Statenville,  which  closed  its  doors  in  1918.    The  Statenville  parties  have  paid  In 

on  this  assessment  $1,530  and  have  borrowed  $5,000  on  their  personal  obliga- 

tiona,  which  amount  enabled  them  to  discharge  the  deposit  liabilities  of  the 

Bank  of  Statenville, 
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The  indictment  pending  against  L.  J.  Cooper  growing  out  of  the  affairs  of 
this  bank  will  come  to  trial  in  September.  I  understand  from  Mr.  Wilcox, 
however,  that  Cooper's  attorneys  have  opened  negotiations  looking  to  a  settle- 
ment of  the  loss  sustained  by  the  Statenville  parties  and  that  if  this  settlement 
Is  reached  the  indictment  may  be  nol  prossed. 
Respectfully  submitted. 

Sidney  R.  Coivodon, 
National  Bank  Examiner. 

I  will  come  to  another  matter  now,  Mr.  Chairman. 

Mr.  Cooper  charges,  page  6  of  the  June  hearing,  that  the  failure 
of  the  Heard  National  Bank  was  due  to  gross  negligence  of  John 
Skelton  Williams  as  Comptroller  of  the  Currency.  In  answer  to  that 
charge  I  assert  that  the  failure  of  the  Heard  National  Bank  was 
brought  about  by  practices  precisely  similar  to  those  engaged  in  by 
the  management  oi  the  Cooper  banks.  Furthermore,  Mr.  Lawrence 
J.  Cooper,  brother  of  Thomas  E.  Cooper  and  Wade  H.  Cooper,  was 
formerly  a  director  in  the  Heard  National  Bank.' 

The  Chairman.  What  do  you  mean  by  "f omerly"  ? 

Mr.  WnJUAMs.  Several  years  ago  a  director  in  that  bank,  which 
failed  several  years  ago. 

The  Chairman.  Was  Mr.  Wade  Cooper  a  director? 

Mr.  WiLMAMa  No;  not  Mr.  Wade  Cooper.  I  said  Mr.  Lawrence 
J.  Cooper,  a  brother  of  Thomas  E.  Cooper  and  Wade  Cooper,  was  a 
director  in  the  Heard  National  Bank. 

The  Chairman.  I  know,  but  we  are  not  trying  Mr.  Thomas  Cooper 
here,  are  we?  I  can  not  see  any  possible  connection  which  that 
item  has  with  your  conduct  as  comptroller,  or  Mr.  Cooper's  as  a 
banker. . 

Mr.  Williams.  I  will  endeavor  to  supply  the  connecting  link,  Mr. 
Chairman. 

The  Chairman.    Proceed. 

Mr.  Williams.  I  have  just  stated  that  Mr.  Cooper  charged  that 
the  failure  of  the  Heard  National  Bank  was  due  to  my  negligence 
as  Comptroller  of  the  Currency. 

The  Chairman.  And  you  say  it  was  not? 

Mr.  Williams.  And  I  state  that  one  of  his  brothers,  a  man  who 
has  been  conspicuous  in  the  character  of  transactions  which  I  have 
denounced  as  most  reprehensible,  was  one  of  the  managers  as  director 
of  that  bank,  and  that  they  were  precisely  the  same  practices  in 
vogue  there  which  wrecked  that  bank  which  have  wrecked  other 
banks  in  the  Carolinas,  and  which  threaten  the  solvency  of  other 
banks. 

The  Chairman.  You  make  that  statement.  Is  not  that  a  sufficient 
presentation  of  that  matter?  Is  it  necessary  to  go  on  and  read  a 
history  of  these  institutions? 

Mr."  Williams.  This  is  only  one  page  I  am  reading. 

Furthermore,  Mr.  Lawrence  J.  Cooper,  brother  of  Thomas  E.  Cooper  and 
Wade  H.  Cooper,  was  formerly  a  director  in  the  Heard  National  Bank,  and  it 
was  pref?umably  through  this  connection  that  loans  secured  on  the  stock  of  the 
Heard  National  Bank  was  placed  in  each  of  the  two  Cooper  banks  in  Washington. 

We  had  the  same  difficulties  In  connection  with  the  interlacing  of  loans  and 
kiting  of  checks  in  the  Heard  National  Bank  that  we  have  had  to  contend  with 
in  the  Cooper  banks  with  which  we  are  now  dealing. 

Mr.  Cooper's  intimation  or  complaint  that  this  office  was  not  alive  to  the 
threatening  situation  of  the  Heard  National  Bank,  or  that  he  furnished  the  of- 
fice with  advance  information,  is  a  complete  falsification,  as  shown  by  the 
records  of  the  oflJce.  We  had  selected  and  designated  an  official  from  the  Fed- 
eral reserve  bank  at  Atlanta  to  take  charge  of  the  Heard  National  B^lIiV.  ^«<cfiL^ 
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months  before  it  was  decided  to  close  it  in  an  effort  to  reliabilitate  it,  but  it  was 
found  tliat  the  pernicious  practices  and  mismanagement  of  the  old  r^^lme  had 
tied  the  bank  up  so  effectually  that  it  was  necessary  to  close  it,  and  it  was 
closed  under  instructions  of  this  ofhce.  I  am  happy  to  say,  however,  that 
through  the  efforts  of  the  receiver  and  this  office  the  probabilities  are  that  the 
depositors,  who  have  already  received  70  per  cent,  will  be  paid  in  fulL 

Now,  Mr.  Chairman  and  gentlemen,  I  will  take  up  seriatim  a  num- 
ber of  Other  charges  which  nave  been  made  by  Mr.  Cooper,  and  pro- 
pose to  show  you  that  they  are  false,  and  generally  maliciously  so. 

Mr.  Cooper  requested  that  some  oifficer  of  the  Guaranty  Trust  Co. 
be  called  down  here  to  show  that  there  had  been  discrimination  in 
the  matter  of  Government  deposits.  I  wish  to  read  an  extitict  from  a 
letter  from  Mr.  Peabody,  a  trustee  of  the  Guaranty  Trust  Co.,  in 
answer  to  a  conference  which  I  had  had  with  him  on  that  subject, 
and  in  which  I  called  his  attention  to  the  statements  that  had  been 
made  of  that  sort.    He  writes  me  under  date  of  January  11,  1919 : 

As  to  the  withdrawal  of  deposits  to  the  amount  of  $73,000,000  from  the  Guar- 
anty Trust  Co.,  my  recollection  is  that  the  article  undertakes  to  say  that  that 
amount  of  deposits  were  withdrawn  from  he  trust  company  by  you  or  at  your 
instigation.  No  such  amount  of  deposits  by  railroads  was  ever  held  by  the 
company,  and  of  course  was  never  withdrawn.  The  fact  is  that  deposits  of 
railroad  companies,  approximating  $40,000,000  In  amount,  have  been  with- 
drawn from  the  Guaranty  Trust  Co.,  and  it  has  been  understood  that  large 
amounts  of  deposits  of  railroad  funds  have,  as  a  result  of  Federal  control,  been 
drawn  from  other  banks  and  trust  companies  in  New  York  for  various  purposes 
and  for  various  reasons.  The  propriety  of  so  doing  has  not  been  questioned 
by  the  company  or  its  officers. 
Yours,  very  truly, 

CiiARLKs  A.  Peabody. 

Here  on  page  460  of  the  February  hearing  Mr.  Cooper  made 
charges  and  insinuations  in  regard  to  a  loan  with  the  Munsey  Trust 
Co.  by  Mr.  R.  Lancaster  Williams,  of  the  firm  of  Middendorf,  Wil- 
liams &  Co.  At  that  time  Mr.  Cooper  requested  that  Mr.  Pope  be 
called  to  prove  that  the  national-bank  examiner  criticized  a  lot  of 
notes  of  a  certain  official  of  the  Munsey  Trust  Co.,  and  that  there- 
upon "said  notes  were  taken  out  and  that  a  note  for  $183,000,  made 
by  R.  Lancaster  Williams,  brother  of  Comptroller  Williams,  was 
substituted,  said  note  of  R.  Lancaster  Williams  being  secured  by 
stock  of  the  Middendorf -Williams  Co.,  of  Baltimore,  said  stock  being 
of  questionable  value  at  the  time;  that  thereupon  the  criticism 
ceased,  and  that  the  said  note  of  R.  Lancaster  Williams  was  never 
criticized,  notwithstanding  the  questionable  security  offered." 

Wlien  I  called  Mr.  Cooper's  statement  to  the  attention  of  my 
brother,  he  wrote  this  letter,  under  date  of  February  24 : 

Middendorf,  Williams  &  Co.    (Inc.), 

Baltimore,  Md.,  February  2\,  1919, 
Hon.  John  Skelton  WnxiAMs, 

Comptroller  of  the  Currency,  Washington,  D.  0. 

Deab  Sib:  I  am  Informed  that  a  statement  was  made  by  some  one  at  a 
hearing  before  the  Banking  and  Currency  Committee  of  the  Senate,  on  the 
21st  instant,  to  tlie  effect  that  tlie  national-bank  examiner  had  oniftted  to 
criticize  a  certain  note  signed  by  myself,  held  by  the  Munsey  Tnist  Co.,  of 
Washington,  secured  by  shares  of  stock  of  Middendorf,  Williams  &  Co.  (iDC.)t 
Baltimore. 

This  note  was  originally  given  to  represent  the  purchase  by  me  at  a  sub- 
stantial premium  above  its  par  value  of  stock  of  Middendorf,  Williams  &  Co. 
(Inc.),  which  I  bought  from  one  of  the  other  stockholders  of  the  eorporatioiL 

The  stock  securing  the  obligation  has  at  the  present  time  a  book  value  of 
more  than  $150  per  share,  and  in  the  past  two  and  one-half  years,  or  sfnoe 
June  SO,  1916,  there  has  been  declared  and  paid  cash  dividends  amounting 
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to  55  per  cent  on  the  $500,000  capital  stock  of  Middendorf,  Williams  &  Co. 
(Inc.).  The  collateral  securing  the  loan  has  an  actual  bk  value  of  two  and  <me- 
half  times  the  amount  of  the  loan.  This  particular  loan,  therefore,  represents 
only  about  40  per  cent  of  the  vahie  of  the  collateral  upon  which  it  Is  secured. 

The  note  as  originally  given  by  me  for  the  purchase  of  the  stock  has  been 
reduced  by  the  payment  by  me  of  approximately  $100,000  in  cash,  without 
the  withdrawal  of  collateral. 
Very  truly,  yours, 

R.  Lancaster  Whxiams. 

I  think,  in  justice  to  the  firm,  Mr.  Chairman,  that  that  should  be 
included. 

Mr.  Cooper  also  made  a  statement  in  regard  to  the  Georgia  & 
Florida  Railway.  His  statement  was  to  the  eflfect  that  I  had  unlaw- 
fully sat  quietly  by  and  by  my  act  ratified  and  approved  a  contract 
whereby  the  United  States  Government  entered  into  a  contract  to 
pay  the  Gteorgia  &  Florida  Railroad,  a  little  line  running  from 
Augusta,  Ga.,  to  Madison,  Fla.,  the  sum  of  $88,000  per  year  net  rental 
for  said  railroad  when  the  said  railroad  was  and  is  hopelessly  insol- 
vent and  had  sustained  a  net  loss  of  about  $513,000  for  the  year 
previous. 

That  statement,  Mr.  Chairman  and  gentlemen,  is  shown  to  have 
been  hopelessly  and  outrageously  false  by  the  letter  from  the  Director 
General  of  Railroads  which  I  present  herewith : 

United  States  Railroad  Administration, 
Walker  D.  Htnes,  Director  General  of  Railroads, 

Washington,  July  S,  1919. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency, 

Washington,  D.  C. 

Dear  Mr.  Williams  :  I  have  your  letter  of  1st  instant  relative  to  the  testi- 
mony given  before  the  Banking  and  Currency  Committee  of  the  Senate  by  Wade 
H.  Gooper  on  June  30. 

Ton  did  not  have  anything  to  do  at  any  time  with  the  negotiation  of  the  con- 
tract which  the  Director  General  made  for  the  Georgia  &  Florida  Railroad,  or 
with  the  fixing  of  the  amount  of  compensation,  or  any  other  term  of  the  con- 
tract, or  with  determining  whether  or  not  the  railroad  should  be  under  Federal 
control  at  all.  From  the  very  outset  of  the  Railroad  Administration  you  made 
it  clear  that  you  did  not  wish  to  have  anything  to  do  with  the  matter  and  your 
wish  was  strictly  respected. 

I  notice  that  Mr.  Cooper's  testimony  refers  to  certain  deficits  with  respect 
to  the  Georgia  &  Florida  Railroad.  The  deficits  stated  by  him  are  altogether 
different  from  the  figures  with  which  the  Railroad  Administration  had  occasion 
to  deal.  Under  the  Federal  control  act  the  Railroad  Administration's  starting 
point  in  dealing  with  these  questions  was  the  operating  income  or  deficit,  i.  e., 
the  balance  or  deficit  remaining  after  deducting  from  the  operating  revenues 
the  operating  expenses,  taxes,  car  hire,  joint  facility  rents,  etc.  I  state  in 
parallel  columns  the  deficits  mentioned  by  Mr.  Cooper  and  the  actual  figures 
of  net  operating  income  or  deficit  with  respect  to  this  railroad : 


Mr.  Cofiper's  statement  of  deficits: 

1917 .$518,991.00 

1916 557,  408.  00 

1915 aS(>,558.00 

1914 461, 197.  00 

1913 403,  234.  00 

1912 245,  277.  00 


Net  operating  Income  or  deficit : 

1917  * $105,  643.  00 

1916  * 10, 472.  00 

1915 » 96,  862.  00 

1914  * 57,  397.  00 

1913  * 33,  584.  00 

1912 ' 13»  806.  00 


The  compensation  of  $88,000  was  fixed  in  pursuance  of  the  following  para- 
graph of  section  1  of  the  Federal  control  act : 

**  If  the  President  shall  find  that  the  condition  of  any  carrier  was  during  all 
or  a  substantial  portion  of  three  years  ended  June  30,  1917,  because  of  non- 
operation,  receivership,  or  where  recent  expenditures  for  additions  or  improve- 
ments or  equipment  were  not  fully  refiected  in  the  operating  railway  income 
of  said  three  years  or  a  substantial  portion  thereof,  or  because  of  any  unde- 
veloped or  abnormal  conditions  so  exceptional  as  to  make  the  b«A\%  ol  ^^rD\\i\B^ 
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hereinabove  provided  for  plainly  inequitable  as  a  fair  measure  of  just  com- 
pensation, then  the  President  may  make  with  the  carrier  such  afinneement  for 
such  amount  as  Just  compensation  as  under  the  circumstances  of  the  particular 
case  he  shall  find  Just" 

In  conclusion,  permit  me  to  say  that  you  had  no  responsibility  either  directly 
or  indirectly,  by  affirmative  action  or  by  acquiescence,  in  dealing  with  this 
matter.  Other  members  of  the  staff,  Including  myself,  assumed  and  discharged 
the  entire  responsibility  of  making  the  recommendation  to  the  then  Director 
General,  and  he  acted  upon  that  recommendation. 
Sincerely  yours, 

Waikeb  D.  Hinbs. 

Now,  Mr.  Chairman,  that  is  a  fair  sample  of  the  gross  inaccuracies 
of  the  statements  which  have  been  imposed  upon  this  committee  by 
that  witness. 

The  Chairman.  I  understand  Mr.  Cooper  got  his  figures  from 
Moody's  Manual.    ^Vhether  they  were  correct  or  not  I  do  not  know. 

Mr.  Williams.  I  am  sure  you  will  agree  with  me,  Mr.  Chairman, 
that  the  figures  Mr.  Cooper  alleges  to  have  gotten  from  Moody's 
Manual  could  not  be  reconciled  with  the  Director  General's  official 
figures. 

Tlie  Chairman.  That  is  very  evident. 

Mr.  Williams.  I  do  not  know  where  he  got  his  figures  or  anything 
about  them. 

Mr.  Cooper.  If  the  chairman  will  permit  me,  Moody's  Manual  is 
here  and  I  can  introduce  it. 

The  Chairman.  Never  mind,  now. 

Mr.  Williams.  Going  back  to  Mr.  Cooper's  further  charges:  He 
requested  that  Hon.  Frank  Clark  should  be  called  before  the  commit- 
tee to  make  some  statement.  I  wish  to  say  that  Congressman  Clark 
did  me  the  honor  to  call  at  my  office  a  few  days  ago  and  stated  that 
he  had  only  recently  heard  that  his  name  had  been  used  in  any  manner 
by  Mr.  Cooper,  and  assured  me  that  he  was  thoroughly  with  me  in 
this  matter. 

On  page  461  of  the  February  hearings  Mr.  Cooper  said : 

I  also  ask  you  to  subpcena  Mr.  George  W.  White,  president  of  the  National 
Metropolitan  Bank,  of  Washington.  By  Mr.  White  I  expect  to  prove  that  Comp- 
troller Williams  has  discriminated  against  his  bank  by  checking  out  or  causing 
to  be  checked  out,  as  Director  of  Finances  of  the  Railroad  Administration, 
certain  railroad  funds  that  were  on  deposit  at  the  Metropolitan  National  Ban{c. 

On  July  8, 1919, 1  addressed  this  letter  to  Mr.  George  W.  White : 

July  8.  1919. 
George  W.  White,  Esq., 

President^  National  Metropolitan  Bank, 

Washington,  D.  C. 

Dear  Sir:  At  a  hearing  before  the  Banking  and  Currency  Committee  of  the 
United  States  Senate  on  Febrary  21, 1919,  one  W.  H.  Cooper,  In  testifying  before 
the  committee,  said 

which  I  just  read.    Then  I  continued  my  letter: 

I  win  be  obliged  If  you  will  Inform  me  whether  or  not  there  Is,  or  ever  was, 
any  justification  whatsoever  for  Mr.  Cooper's  charge  or  Insinuation  that  I  as 
Director  of  Finance  of  the  Railroad  Administration,  or  the  Railroad  Adminis- 
tration, ever  exercised  any  unfair  discrimination  of  any  sort  against  your 
bank  "  by  checking  out  or  causing  to  be  checked  out "  certain  railroad  funds  on 
deposit  wltli  you,  or  otherwise,  or  whether  you  felt  that  you  had  any  ground 
for  complaint  In  connection  with  any  of  my  actions  or  orders  while  connected 
with  the  Unlte<l  States  Railroad  Administration. 
Yours,  truly, 

John  Skelton  Wiluams. 
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On  July  8, 1919, 1  received  the  following  letter : 

National  IMetropotjitan  Bank  of  Washington, 

Waahingtony  Z).  C,  July  8,  1919, 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Treasury  Department^  Washington,  D.  C, 

Deab  Sib  :  We  are  in  receipt  of  your  favor  of  tlie  8th,  quoting  testimony  be- 
fore the  Banking  and  Gurrency  Committee  of  the  United  States  Senate  on 
February  21,  1919,  this  testimony  being  given  by  Mr.  W.  H.  Cooper,  and  note 
your  request  relative  to  Mr.  Cooper's  charge  or  insinuation  against  you  as 
Director  ot  Finance. 

We  beg  to  ndvise  you  that  there  is  not,  nor  ever  was,  any  Justification  what- 
soever for  Mr.  Cooper's  insinuation  that  you  as  Director  of  Finance,  or  the 
Railroad  Administration,  ever  exercised  any  unfair  discrimination  of  any  sort 
against  this  banlc  by  checking  out  or  causing  to  be  checked  out  certain  rail- 
road funds  on  deposit  with  us,  and  we  have  no  ground  for  complaint  in  con- 
nection with  any  of  your  actions  or  orders  while  connected  with  the  United 
States  Railroad  Administration. 

We  have  no  criticism  to  make  of  the  conduct  of  your  office,  having  always 
had  the  most  pleasing  transactions  with  it,  and  never  have  had  any  suggestions 
from  it  that  were  not  justified. 
•Very  respectfully, 

Geo.  p.  White,  President. 

I  think  it  is  hardly  worth  while  to  comment  upon  that. 
Now,  Mr.  Chairman  and  gentlemen,  in  the  hearings  on  June  80, 
Mr.  Cooper  charged  that — 

his  old  firm  of  John  L.  Williams  &  Sons,  at  Richmond,  had  an  account  with  the 
Commercial  National  Bank  of  Washington ;  that  they  had  different  loans  with 
said  bank  secured  by  said  worthless  stock  or  near-worthless  bonds  of  the 
above  Georgia  &  Florida  Railroad;  that  said  loans  were  frequently  much  In 
excess  of  the  market  value  of  the  said  worthless  or  doubtful  stocks  and  bonds 
of  the  said  Georgia  &  Florida  Railroad;  that  said  firm  of  John  L.  Williams 
&  Sons  frequently  had  overdrafts  on  said  Commercial  National  Bank;  that 
aaid  overdrafts  were  frequently  covered  by  a  system  of  kiting,  carried  on 
between  the  Richmond  office  and  the  Baltimore  office  by  the  brothers  of  John 
Skelton  Williams,  but,  noth withstanding  this  fact.  Examiner  Trimble  was 
never  known  to  crltUlze  either  the  loans  or  the  overdrafts  of  said  John  L. 
Williams  &  Sons,  brothers  of  John  Skelton  WiUiama  This  will  In  a  measure 
enable  the  committee  to  understand  why  It  was  that  John  Skelton  Williams  was 
resentful  of  the  charges  which  were  filed  by  me  against  Examiner  James 
Trimble. 

When  he  made  that  wholly  false  and  malicious  insinuation  or 
charge  I  instructed  a  national  bank  examiner  to  go  at  once  to  the 
Commercial  Bank  and  go  over  the  books  for  the  past  year  or  so  and 
find  out  whether  there  was  any  scintilla  of  foundation  for  any  such  a 
charge.  He  went  down  on  tne  way  from  the  committee  room,  as  I 
recall  it,  and  the  same  afternoon  reported  to  me,  June  80,  1919 : 

Tbeasury  Department, 
Office  of  Comptroller  of  the  Currency, 

National  Bank  Examiner, 

June  SO,  1919, 
Hon.  John  Skfxton  Williams, 

Comptroller  of  th^^urrency,  Washington,  D.  C. 

Dear  Sir:  At  tOHl«r  meeting  of  the  Banking  and  Currency  Committee  of 
the  ITiiltefl  States  Mmte,  Wade  H.  Cooper  declared  that  the  firm  of  Messrs. 
John  L.  Williams  /Isi^^ns.  Richmond,  Va.,  had  a  deposit  account  with  the  Com^ 
merclal  National  Bank  of  Washington  which  he  falsely  charge<l  has  been  fre- 
quently overdrawn ;  that  the  firm  had  been  In  the  habit  of  "  kiting  "  checks  on 
the  bank  nanie<l,  and  had  been  borrowing  money  from  the  bank  on  loans  Inad- 
equately secured  and  on  the  securities  of  the  Creorgia  &  Florida  Railway, 
which  were  worthless  or  of  Inadequate  value.     He  also  falsely  claimed  that 
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their  nccount  was  one  which  was  (leserving  of  eritlcisni  from  a  nutional  bank 
examiner,  but  that  I  had  refrained  from  criticizing  the  a^*ount  in  order  to 
please  you,  or  for  fear  of  displeasing  you,  and  he  further  more  falsely  charged 
that  in  return  for  my  allege<l  favor  in  refraining  from  criticizing  the  account 
you  had  shielded  and  protecteil  me  in  the  matter  of  the  complaint  made  against 
me  as  national  bank  examiner  by  Wade  H.  C.'ooi)er  and  the  banking  institutions 
with  which  he  is  connected. 

Mr.  Cooper's  charges  are  wantonly  untrue  and  malicii»u8,  in  every  particular, 
and  have  not  a  sluulow  of  foundation  uiwn  which  to  rest. 

1.  I  have  never  discussed  with  you  at  any  time  the  acwmnt  with  the  Com- 
mercial National  Bank  of  the  firm  of  Messrs.  John  L.  Williams  &  Sona^  in  which 
firm  before  coming  to  W^ashington  you  were  at  one  time  interested,  but  with 
which  I  understand  you  have  not  been  connected  for  more  than  six  years  past, 
and  as  far  as  my  knowledge  goes,  you  did  not  know  that  the  firm  had  an  account 
with  the  Commercial  Natl<mal  Bank  during  any  iwrtion  of  the  past  five  years, 
or  that  it  has  ever  borroweil  a  dollar  from  them  in  this  i)erlo<l. 

2.  The  charge  that  the  firm  has  frequently  overdrawn  its  account  is  wholly 
false  and  misleading,  as  shown  by  the  ledger  of  the  bank  itself.  The  bank 
ledger  which  I  have  to-day  examined,  as  far  back  as  1917,  shows  that  during 
this  entire  period,  or  more  than  18  months,  the  firm  was  shown  on  the  bank*s 
ledger  to  be  overdrawn  at  the  close  of  business  on  only  two  occasions — October 
20,  1918,  and  ()ctol)er  30,  1918.  On  Saturday,  October  26,  the  bank  had  in  its 
possession  a  remittance  more  than  sufliclont  to  cover  the  apparent  overdraft. 

*  This  creclit,  however,  was  not  entered  on  the  account  of  Messrs.  John  L.  Wil- 
liams &  Sons  until  the  succeeding  business  day,  Monday,  October  28.  On 
'  October  81,  the  bank  received  a  delayed  remittance  from  the  firm,  dated  at 
Richmond,  Va.,  October  29,  inclosing  current  funds  amply  sufficient  to  cover 
the  apparent  overdraft  of  October  30.  These  apparent  overdrafts,  I  was  In- 
formeil  by  the  l)ank\s  ofilcers,  and  the  files  of  the  bank  conclusively  prove» 
were  due  solely  to  the  irregularity  and  delay  in  the  mails  while  railroad  traffic 
was  so  congesteil,  which  interfered  with  the  prompt  receipt  of  these  remit- 
tances from  Richmond.  Thus  it  is  clearly  shown  that  the  apparent  overdrafta 
were  in  no  way  attributable  to  Messrs.  John  L.  Williams  &  Sons,  and,  but  for 
the  circumstances  so  outlined,  the  account  would  have  shown  a  very  substantial 
credit  balance  at  each  time. 

According  to  the  bank's  own  ledger  the  average  credit  balance  which  the 
firm  of  .John  L.  WMlllams  &  Sons  has  carried  with  the  bank  during  the  past 
•six  months  was  $9,950.49. 

In  the  coiirse  of  my  regular  examinations  for  several  years  past  I  have 
always  found  any  loans  made  by  this  firm  to  be  abundantly  secured  by  collateral 
and  the  bank  ofllcers  tell  me  that  the  account  is  a  valued  and  thoroughly  satis- 
factory one. 

The  bank  has  no  money  loaned  to  the  firm  on  bonds  or  stocks  of  the  Creorgia 
&  Florida  Railway  directly,  and  the  only  loan  made  to  the  firm  In  which  the 
Georgia  &  Florida  securities  figured  in  any  way  is  a  loan  secured  mainly  by 
hl^h  class  State  bank  stocks  and  by  a  note  which  In  Its  turn  was  secured  by 
first  mortgage  bonds  of  the  railway  referred  to. 

The  loans  to  this  firm  from  the  Commercial  National  ^ank  at  this  tinie  are 
principally  secured  by  readily  marketable  stock  exchange  collateral,  the  col- 
lateral securing  their  loans  providing  at  present  market  values  a  margin  of 
about  40  per  cent  above  the  amount  of  the  loans,  and  this  margin  would  be  in 
excess  of  20  per  cent  entirely  without  the  Georgia  &  Florida  bonds,  whldi, 
therefore,  may  be  considered  nothing  but  excess  margin. 

I  have  always  heard  and  understood  from  reputable  bankers  in  Washington, 
Baltimore,  and  Richmond,  and  I  believe,  that  the  firm  of  John  L.  Williams  & 
Sons  Is  one  of  the  very  highest  standing  for  integrity,  fair  dealing,  and  re- 
sourcefulness, and  enjoys  an  excellent  credit  which  they  never  strain;  that 
whenever  they  have  occasion  to  borrow  they  always  are  prepared  to  give  abun- 
dant collateral. 

The  above  facts  will  demonstrate  conclusively  the  absurdity  as  well  as  the 
groundlessness  of  Mr.  Cooper's  vicious  Insinuations  that* the  transactions  be- 
tween the  bank  and  the  firm  were  either  deserving  of  the  subtest  criticism, 
or  that  I  forbore  to  criticize  them  because  of  your  former  connection  wiOi  tbe 
firm  in  order  to  gain  favor  with  you. 
Respectfully, 

Jas.  Tbimbus, 
National  Bank  Examiner. 
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We  have  read  the  above  letter  and  desire  to  certify  that  the  statements  of 
Natinal  Bank  Examiner  Trimble  relative  to  the  deposit  account,  allegeil  over- 
drafts, and  loans  of  Messrs.  John  L.  Williams  &  Sons,  as  referred  to  above, 
are  absolutely  correct  as  shown  by  the  books  and  records  of  this  bank. 

W.   E.  Cadwallader, 

Cashier. 

ROBT.    C.    CiSSEL, 

Aftsistant  Cashier,  Commercial  National  Bank. 

I  mention,  incidentally,  that  Mr.  Cissel  was  one  of  the  men  that 
Mr.  Cooper  asked  to  summon  here  for  some  purpose ;  I  do  not  recall 
what. 

The  Chairman.  You  go  back  there  18  months.  Why  did  you  not 
go  farther  back? 

Mr.  Williams.  I  would  be  happy  to  go  back  to  any  period  you 
please.  You  said  a  year  or  so,  and  I  went  back  over  18  months.  I 
would  be  very  happy  to  go  back  further  if  you  wish  me  to.  I  had  not 
the  remotest  knowledge  of  the  condition  of  the  firm. 

The  Chairman.  Have  you  now  any  knowledge  of  the  condition  ? 

Mr.  Williams.  I  do  not  know  whether  the  account  shows  any — 
there  were  two  incidental  overdrafts  in  this  period.  I  do  not  know 
whether  there  were  any  overdrafts  in  any  previous  period. 

The  Chairman.  You  do  not  know  anything  about  the  condition? 

Mr.  Williams.  I  do  not,  but  I  will  get  the  information  if  you  want  it. 

I  submit,  Mr.  Chairman,  is  it  fair  to  permit  a  man,  without  a 
scintilla  of  proof,  to  come  before  your  committee  and  make  wanton, 
willful,  and  malicious  charges  against  the  credit  of  concerns  that 
are  above  reproach? 

I  will  give  you  another  instance. 

On  page  460  of  the  February  hearings  he  requested  that  Mr.  Pope 
be  summoned,  of  the  Munsey  Trust  Co.  Here  is  a  letter  under  date 
of  July  8  from  National  Bank  Examiner  Trimble : 

Tbeasubt  Depabtmbnt, 
Office  of  the  Comptbolleb  of  the  Cubbenct, 

807  Union  Tbust  Building, 

Washkifftonj  July  8,  1919. 
Htm.  John  Skelton  Whxiams, 
Comptroller  of  the  Currency, 

Washington^  D,  C. 

Deab  Sir  :  At  the  hearings  before  the  Banking  and  Currency  Committee  of  the 
Senate  on  February  21,  1919,  Mr.  Wade  H.  Cooper  (p.  460,  pt.  2,  of  the  Hear- 
ings) said: 

♦*  I  further  expect  to  prove  by  Mr.  Pope  that  the  firm  of  John  L.  Williams  & 
Sons,  of  Richmond,  relatives  of  Comptroller  Williams,  a  firm  in  which  he  was» 
or  had  been,  interested,  also  had  a  note  of  $20,000  in  the  Munsey  Trust  Co.,  of 
Washington,  said  note  being  secured  by  stocks  or  bonds  of  the  Georgia  &  Florida 
Railroad,  which  were  of  little  value ;  that  said  note  was  permitted  to  remain 
In  the  Muns^  Trust  Co.,  without  criticism,  by  Comptroller  Williams." 

Pursuant  to  your  Instructions,  I  have  made  an  examination  of  the  loan  ac- 
counts of  the  Munsey  Trust  Co.  as  far  back  as  January,  1916,  and  find  that  for 
the  entire  period,  more  than  three  years,  the  only  loan  made  by  the  Munsey 
Trust  Co.  to  Messrs.  John  L.  Williams  &  Sons,  of  Richmond,  Va.,  was  one  loan 
of  $10,000  on  April  10,  1916,  which  appears  to  have  been  amply  secured  by- 
collateral,  namely,  155  shares  of  stock  of  the  Southern  Investment  Co.,  and  by 
$5,000  of  the  first  mortgage  bonds  of  the  Georgia  &  Florida  Railroad. 

The  investment  company  is  a  corporation,  with  capital  of  $750,000  paid  in  in 
cash  at  par,  and  as  the  shares  of  this  company  are  valued  at  considerbly  more 
than  the  face  of  the  loan,  the  bonds  of  the  railroad  additionally  pledged  might 
reasonably  have  been  regarded  as  excess  margin.  Furthermore,  the  loan  re- 
ferred to  was  reduced  before  the  expiration  of  the  first  12  months  to  $7,000* 
without  the  withdrawal  of  collateral,  and  the  entire  balance  was  paid  in  full 
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nearly  a  year  a&.i.     I  therefore  consider  that  Mr.  Cooper's  inslnnatioii  or  diarge 
chat  the  loan  to  the  lirm  mentiontftl  was  t-ver  inadequately  secured  or  deserring 
of  diticism  t^  have  been  wholly  unjustified. 
Very  truly,  yours, 

JaSL  TltllfBLK. 

.Va/ionaf  Bamk  Examiner, 

I  have  read  the  fore?i>in?  letter  and  the  facts  stated  therein  as  rriate  to  this 
ci>nipany  are  c« 'rivet  in  evi^ry  luirticniar  and  have  been  verified  by  the  leoovds 
of  the  Munsey  Trust  Co. 

C  H.  Fan; 
Vice  Pretident  the  ifmiaeir  Trmst  Co. 

Another  wanton  and  willful  misstatement. 

I  think  it  might  be  well,  while  referring  to  the  Munsev  Trust  Ca 
here,  to  mention  that  I  am  informed  that  the  note  of  Mr.  Ljoicasler 
Williams  which  was  referred  to  and  crticized.  in  the  Munsey  Trust 
Co.  and  which  had  a  margin  of  250  per  cent  collateral*  also  happened 
incidentally  to  have  been  indorsed  bv  Mr.  Frank  A.  Munsey  himself 
to  whom  Mr.  Williams  had  originally  given  the  loan  in  a-  transact 
tion  which  they  had. 

Mr.  Cliairman.  it  is  exceedingly  disagreeable  to  me  to  bave  to 
answer  in  any  way  such  wanton  and  willful  and  unjustifiable  reflec- 
tions as  this  witness  Cooper  has  made  upon  the  firm  of  which  I  was 
at  one  time  a  member*  but  in  view  of  his  statements  I  think  it 
proper  that  I  should  give  this  committee  a  brief  statement  in  reg^ird 
to  that  firm  and  its  operations  and  some  of  the  work  which  it  has 
done  in  the  past  few  years. 

Mr.  Cooper,  in  the  nineteenth  charge,  on  page  6  of  the  hearings  of 
June  30.  undertakes  to  say  that  the  comptroller's 


record  ^hovrs  him  to  be  utterly  incompetent  and  incapable  of  diadiaTgiiig 
the  Important  duties  devolving  upi>n  him  as  ComptroUer  of  the  CnrrencT ;  that 
his  pa.<t  record  shows  that  practically  every  enterprise  or  institution  with 
which  he  haj^  been  connected  has  pn>ven  financially  diseastrous:  that  this  is 
illustrated  in  the  case  of  the  Seaboard  Air  Line  Railroad,  which  he  operated 
and  manipulated  and  which  finally  collapsed  and  went  into  the  hands  of  re- 
ceivers ;  tliat  tills  is  also  illustrated  in  the  case  of  the  firm  of  Jcim  L.  WilUams 
&  Son.  in  Riclmiond.  in  which  he  was  a  contn>lling  factor,  and  whidi  had  a 
creditors'  committee  appointed  to  take  ohar^  of  Its  affairs:  tliat  this  is  farther 
illustrated  in  the  case  of  the  Gei>rgia  &  Florida  Railroad  almve  referred  to,  in 
which  he  was  a  controlling?  factor,  and  which  finally  collapsed  and  went  into 
the  hands  of  receivers  on  March  25,  191a. 

I  think  no  defense  of  that  firm  or  of  its  history  would  be  necessazy 
in  any  conununity  where  that  firm  is  known  or  as  to  any  of  those 
who  have  been  associateil  with  the  members  of  the  firm  cfuring  any 
portion  of  the  past  40  years  of  its  existence.  It  has  been  in  suc- 
cessful operation  for  nearly  40  years.  I  believe  that  those  asperdons 
were  made  upon  it  with  awillful  and  deliberate  intention  to  injure, 
by  a  man  who  knew  better;  and  if  you  will  pardon  me  for  going  back 
to  the  earlier  davs«  I  will  inform  you  of  the  firm  of  John  L.  Wil- 
liams &  Sons,  which  firm  has  been  in  existence*  as  I  have  said,  for 
more  than  40  years. 

Upon  returning  from  college  in  1SS6  I  entered  the  firm  directly  as 
an  active  partner,  and  I  had  been  a  partner  in  the  firm  and  an  active 
factor  in  it  from  that  day  until  I  came  on  to  Washington  to  assume 
the  duties  of  .Vssistant  Secretary  of  the  Treasury. 

There  seemed  to  be  some  question  as  to  whether  I  could  retain  an 
interest  in  the  bankincr  house  and  at  the  same  time  perform  without 
criticism,  and  lawfully,  the  duties  of  Assistant  becretarr  of  the 
Ti-esisury.    I  ^t  the  advice  of  counsel,  the  Solicitor  of  the  Treasury, 


NOMINATION  OF  JOHN  SKELTON  WHiLIAMS.  259 

on  that  point,  and  he  told  me  that  there  seemed  to  be  nothing  in  the 
law  which  would  prevent  me  from  continuing  my  membership  in  the 
firm  of  John  L.  Williams  &  Sons  at  the  same  time  that  I  was  As- 
sistant Secretary  of  the  Treasury.  But  I  decided  that  I  would  take 
no  chances.  It  was  to  a  certain  extent  an  ethical  question,  and  I 
decided  that  I  would  sever  all  business  connections  of  every  sort,  and 
I  therefore  retired  from  the  firm  on  the  1st  of  April,  1913.  I  have 
not  been  a  member  of  that  firm  or  of  any  other  firm  since  that  time. 

At  the  same  time  I  retired  from  various  other  corporate  activities, 
from  directorships  in  railroad  and  industrial  enterprises  of  various 
kinds,  and  I  parted  with  my  interest  not  only  in  national  banks,  but 
in  State  banKs  as  well.  The  Assistant  Secretary  of  the  Treasury  had 
supervision  over  the  Comptroller  of  the  Currency,  and  I  did  not  want 
to  have  any  conditions  or  complications  which  might  be  in  any  way 
embarrassing.  I  therefore  relinquished  and  got  out  of  all  bank 
stocks,  whether  National  or  State,  at  that  time. 

To  go  back  to  the  earlier  days  of  the  firm  of  John  L.  Williams  & 
Sons:  When  I,  at  the  age  of  21,  because  a  member  of' that  firm,  the 
South  was  just  beginning  to  come  forward.  It  was  just  recovering 
from  the  effects  of  the  war,  of  the  reconstruction  period,  and  finan- 
cial operations  and  transactions  in  that  part  of  the  country  were 
not  large  and  we  had  to  look  very  largely  to  the  outside  for  capital, 
and  it  was  not  an  easy  matter  to  develop  and  build  up  either  railroad 
enterprises  or  banks  or  public  utility  companies  in  those  days.  It 
W5US  a  matter  tliat  took  all  the  intelligence  and  enercy  that  a  man  had 
to  carry  forward  successfully  enterprises  of  that  character. 

The  firm  of  John  L.  Williams  &  Sons  specialized  in  the  develop- 
ment and  upbuilding  of  enterprises,  especially  those  which  were 
likely  to  develop  and  help  forward  the  South.  Among  the  earlier 
financial  transactions,  which  would  seem  very  small  in  these  days, 
but  which  were  of  some  consequence  at  that  time,  was  the  financing 
which  my  firm  engineered  of  the  maturing  State  debt  of  South 
Carolina.  I  think  that  involved  about  $6,000,000,  which  seems  a 
small  sum  now,  but  in  those  days  it  was  of  more  consequence,  and  it 
was  at  that  time  especially  of  important  consequence  as  it  required 
particular  skill  in  handling  it  because  it  had  to  be  done  on  the  1st 
of  July,  1893,  in  the  midst  of  the  worst  panic  which  we  had  had 
for  20  years. 

That  proposition  was  one,  among  many  others,  which  the  firm 
successfully  carried  through. 

I  recall  very  distinctly  a  gratifying  letter  which  I  received  at 
that  time  from  the  chairman  of  the  senate  of  South  Carolina,  con- 
^atulating  my  firm  upon  the  accomplishment  in  those  difficult  days 
m  raising  that  large  sum  of  money  when  money  was  selling  at  a 
premium  of  103  and  seemed  to  be  unobtainable  by  the  largest  banks. 
I  recall  his  telling  me  that  he  proposed  to  have  the  senate  or  State 
offer  a  vote  of  thanks.  He  was  full  of  gratitude  in  his  congratula- 
ton^  letter. 

In  the  earlier  days,  I,  as  one  of  the  active  members  of  the  firm, 
devoted  a  good  deal  of  my  time  and  energies  to  bringing  before  the 
public  and  the  capitalists  of  the  countnr  the  advantages  which  I 
believed  the  South  possessed  and  which  1  knew  would  become  more 
and  more  recognized  as  time  went  on ;  and  in  doing  so  the  firm  pub- 
lished what  they  denominated  a  manual  of  investments  in  order  to 
bring  to  tihie  attention  of  the  capitalists  of  the  co\mtrj  ^xi^  mN^^\«t^ 
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the  opportunities  which  the  South  presented  for  the  judicious  invest- 
ment of  funds. 

In  that  connection  I  am  reminded  of  a  veiy  pleasing  little  incident 
which  showed  how  prophecies  are  sometimes  fulfilled. 

A  copy  of  one  or  the  issues  of  the  manual  of  investments  I  sent 
to  Mr.  Gladstone.  I  I'ecall  the  letter  which  he  was  courteous  enough 
to  write  back,  in  which  he  said : 

The  time  may  come  when  your  wealth  will  overflow  into  other  lands,  but  for 
the  [wesent  your  vast  jwwers  of  production,  wiiich  the  South  seems  likely  so 
much  to  enlarge,  will  not  disdain  extraneous  aid,  and  I  feel  how  ^reat  in  that 
point  of  view  is  the  inii>ortance  of  the  work  which  I  owe  to  your  kindness. 

I  had  the  honor  to  receive  that  letter  from  him  nearly  30  years 
affo,  in  1890,  three  or  four  years  after  I  became  an  active  member  of 
the  partnership. 

Those  predictions  of  Mr.  Gladstone  have  been  fulfilled.  Our 
wealth  is,  as  you  know,  overflowing  into  other  lands  now. 

I  am  happv  to  inform  you,  Mr.  Chairman  and  gentlemen,  that 
my  firm  has  been  very  active  in  all  these  years  in  the  development 
and  establishment  of  banks  and  enterprises  of  various  sorts  in  which 
I  have  figured  from  time  to  time  as  executive  or  director.    I  am  also 

Eroud  to  be  able  to  tell  you  that  no  institution  with  which  my  name 
as  ever  been  connected  as  director  or  executive  officer  has  ever  jgone 
into  the  hands  of  a  receiver  while  I  was  its  excutive  oflScer  or  actively 
engaged  in  it 

I  have  been  connected  with  many  banks  and  trust  companies. 
Some  of  them  are  in  existence  now  under  their  original  names;  but 
those  which  are  not  in  existence  now  under  their  original  names 
are  in  existence  as  consolidations  with  other  banks,  and  generally 
they  represent  the  leading  and  important  banks  in  their  respective 
communities. 

This  witness  has  referred  to  an  occasion  when  a  committee  of  cred- 
itoi's  was  appointed.  I  wish  to  make  it  very  plain  that  the  firm  of 
Williams  &  Sons  has  never  failed,  has  never  made  an  assignment, 
has  been  in  continuous  operation  for  over  40  years;  but  about  16 
years  a^o  during  a  very  acute  monej  stringency,  when  they  were 
conducting  a  great  many  enterprisers  lor  which  they  were  advancing 
their  own  funds  and  for  which  they  were  providing  funds  from 
other  sources,  they  found  it  was  impracticable  for  them  co  continue 
these  operations  and  to  keep  all  of  these  institutions  and  corporations 
^oing  and  at  the  same  time  to  protect  themselves.  They  were  lend- 
ing at  that  time  to  one  railroad  about  $1,000,000.  To  have  called 
those  loans  might  have  precipitated  and  probably  would  have  pre- 
cipitated a  i-eceivership.  Having  an  abundance  of  high-class  col- 
lateral and  securities,  which  they  were  unwilling  to  sacrifice  on  the 
panicky  markets  which  then  prevailed,  they  declared  practically  a 
moratorium  and  said,  "  We  will  take  a  breathing  spell  to  clear  these 
matters  up."  There  was  no  assignment  of  any  sort.  'They  asked 
the  indulgence  of  those  with  whom  they  had  their  financial  relations 
to  give  them  time  to  avoid  a  sacrifice  or  some  of  the  large  properties 
which  they  were  conducting  in-order  to  realize  on  them  in  an 
orderly  way  without  sacrifice. 

This  was  readily  granted,  practically  unanimously,  and  the  firm 
settled  all  demands  upon  them  at  100  cents  on  the  dollar  and  interest 
and  continued  the  active  and  profitable  business  which  they  have 
been  (Conducting  through  all  these  years. 
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« 

The  CiiAiBMAK.  Did  the  creditors  appoint  a  committee,  or  was 
there  any  committee  appointea  ( 

Mr.  Williams.  An  advisory  committee  was  appointed  by  the 
firm. 

The  Chairman.  By  the  firm  ? 

Mr.  Williams.  Yes,  sir;  with  the  concurrence  and  advice  of  their 
large  creditors,  and  they  paid  off  at  100  cents  on  the  dollar  in  full, 
everv  demand. 

The  activities  of  the  firm  were  not  confined  to  banks  and  trust 
compdnies,  but  thev  were  potentially  active  factors  in  the  develop- 
ment of  the  public  utilitv  properties  in  many  of  the  leading  cities  of 
the  South.  For  example,  it  inau£rurated  and  developed  the  Rich- 
mond Traction  property  in  Richmond,  which  was  eminently  success- 
ful. It  harnessed  the  water  power  of  James  River  through  the 
electric  company  and  electric  railway  company,  a  corporation  which 
was  phenomenally  successful.  They  built  up  the  street  railway 
systems  and  lightmg  systems  of  many  other  cities — Norfolk,  Va.,  for 
example,  Augusta  and  Macon,  Ga.,  Knoxville,  Tenn.,  and  various 
other  places — involving  large  capital  and  experience  and  skill  in 
developing  and  handling  them. 

They  were  also  active  m  various  industrial  enterprises — the  inau- 
guration of  industrial  corporations  of  various  kinds  that  minister  to 
the  growth  and  prosperity  of  the  country  in  which  their  activities 
were  being  principally  exercised.  As  a  rule  they  were  signally  suc- 
cessful. I  think  I  can  safely  say  that  during  many  years  that  firm 
was  tlie  most  active  and  the  most  successful  firm  in  its  line  of  business 
in  the  whole  South. 

Among  the  last  enterprises  in  which  I  had  an  active  or  important 
interest  before  coming  to  Washington  was  an  enterprise  in  Texas  in 
which  my  firm  and  their  associates  and  our  immediate  friends  took 
an  interest  of  about  one-fourth,  the  original  syndicate  being  $1,000,- 
000,  and  as  compared  with  the  ridiculous  and  wanton  and  malicious 
statements  of  the  witness  I  call  your  attention  to  that  investment  and 
to  the  fact  that  the  corporation,  representing  an  investment  of  $1,000,- 
000  in  the  original  svndicate,  is  selling  to-day  on  the  market  at  over 
$30,000,000. 

As  to  my  railroad  experiences:  I  should  not  detain  you,  Mr. 
Chairman,  or  any  other  member  of  the  committee,  or  encumber 
this  record  with  matters  which  -may  seem  under  anv  circumstances 
to  expose  me  to  the  cliarge  of  vanity,  but  as  these  false  and  unjust 
statements  have  been  put  into  this  permanent  record  I  feel  it  my 
duty  to  bring  out  the  i-eal  facts  in  regard  to  the  firm  in  which  I  have 
no  interest  and  have  had  none  since  1913. 

As  I  have  told  you,  I  became  a  member  of  the  firm  in  1886.  Six 
or  seven  years  later  I  began  my  railroad  experience.  I  had  never 
been  connected  with  a  railroad  proposition  of  any  sort  until  that 
time.  In  1892  the  attention  of  my  firm  was  directed  to  a  small 
railroad  known  as  the  Savannah,  Americus  &  Montgomery  Railroad, 
running  between  Montgomery,  Ala.,  and  a  point  70  miles  east  of 
Savannah.  It  was  in  a  failed  condition.  It  was  either  then  in  the 
hands  of  a  receiver  or  went  into  the  hands  of  a  receiver  very  soon 
after  it  was  first  brought  to  our  attention.  I  was  not  connected 
with  it  in  any  way  whatever.  Some  of  our  friends  were  so  fortunate 
or  so  unfortunate  as  to  be  owners  of  some  of  the  bonds. 


262  NOMINATIOK  OF  JOHN  SKELTON  WILLIAMS. 

I  was  then  a  mere  youth  of  26  or  27,  but  I  investigated  the  prop- 
erty and  believed  ana  made  up  my  mind  that  the  situation  was  one 
which  could  be  worked  out.  The  first  mortgage  bonds  on  the  road 
were  selling  at  about  40  cents  on  the  dollar.  I  became  interested 
in  it  and  was  made  a  member  of  the  reorganization  committee,  and 
the  older  men  on  the  committee  prepared  a  plan  of  reorganization 
which  did  not  impress  me  as  being  fair,  and  that  led  to  my  first 
railroad  controversy. 

I  had  to  attack  their  plan,  which  I  thought  unjust  and  inequitable, 
and  work  out  a  plan  of  my  own  which  I  thought  was  fair  to  the 
security  holders.  After  a  year  or  two  of  talking  and  waiting  my 
plan  was  adopted  by  the  security  holders  as  the  plan  under  which 
the  Savannah,  Americus  &  Montgomery  Railroad  should  be  reorgan- 
ized. 

Tlie  road  was  reorganized  in  1894  or  1895,  and  the  owners  of 
the  road  were  good  enough  to  elect  me  as  its  president.  I  was  then, 
I  think,  about  29  years  of  age. 

That  was  the  first  experience  that  I  had  with  a  railroad.  I  threw 
myself  into  the  road  to  try  to  work  it  out  and  make  a  success  of  it. 
I  succeeded  in  extending  the  road's  operation  into  Savannah  on  the 
one  side  and  acquired,  through  the  good  works  of  our  firm  and  our 
associates  in  Baltimore,  additional  lines  which  made  it  a  line  of  some 
consequence,  some  400  or  500  miles. 

In  the  ensuing  two  or  three  years  my  time  was  divided  between 
my  railroad  enterprises  and  the  development  of  street  railway  enter- 
prises and,  incidentally,  banking  interests  here  and  there. 

I  will  say  here  that  I  have  been  a  director  in  trust  companies  since 
I  was  probably  22  or  23  years  old  and  was  chairman  of  the  trust 
company  section  of  the  ^American  Bankers'  Association  in  1901, 
and  I  have  had  occasion  to  give  a  good  deal  of  attention  to  those 
matters. 

In  following  up  my  studies  of  the  South  I  became  convinced  that 
it  was  very  desirable  that  there  should  be  additional  transportation 
facilities  b'^tween  the  North  and  the  South ;  that  the  Southern  Bail- 
way  and  the  Atlantic  Coast  Line  did  not  provide  all  the  railroad 
facilities  that  that  growing  region  required. 

T  had  been  studying  the  railroad  map  of  the  South  for  many 
months,  and  I  developed  the  ambition  to  provide  a  new  trunk  line 
which  should  extend  from  Washington,  on  the  one  side,  to  Atlanta 
and  southern  Florida  on  the  other. 

In  the  latter  part  of  1898,  three  years  after  I  had  taken  over  this 
small  road  of  300  or  400  miles,  I  opened  negotiations  with  the  then 
owners  of  a  collection  of  small  roads  extending  between  Norfolk, 
Va.,  and  Atlanta,  Ga.,  embracing  some  15  or  16  diffei-ent  railroad 
corporations,  including  the  Seaboard  and  Roanoke,  the  Kaleigh  and 
Augusta,  and  others,  and  succeeded  in  getting  them  to  name  a  price 
at  which  the  ownei-s  would  sell  to  me  and  my  associates  that  system 
of  about  a  thousand  miles.  We  agreed  on  a  basis  for  the  transaction. 
I  think  about  the  day  before  Christmas,  in  1898,  T  gave  them  a  check 
for  certificates  of  deposit — on  Christmas  Eve,  I  think  it  was,  or  on 
Christmas  Day,  or  immediately  after — for  about  $3,400,000  to  bind 
the  transaction.  We  announced  that  the  syndicate  organized  by  my 
firm  in  Richmond,  of  which  I  was  a  partner,  and  of  our  Baltimore 
associates,  had  bought  those  properties.  At  the  same  time  I  opened 
ne/^otiatwns  for  the  acquisition  of  the  system  known  as  the  Florida 
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Central  Peninsula  system,  covering  pretty  largely  the  great  State  of 
Florida,  to  which  I  had  cast  a  longing  eye  for  many  months.  I 
think  that  within  60  days  thereafter  I  succeeded  in  securing  from 
the  then  owners  of  the  Florida  Central  Peninsula  system  an  offer 
for  that  system,  which  I  at  once  accepted. 

That  gave  my  associates  and  myself  a  system  of  about  2,300  or 
2,400  miles,  but  they  were  disconnected  and  separated  one  from  the 
other.  We  had  to  build  a  connecting  line  from  Richmond  to  a  point 
in  the  Carolinas,  on  the  one  side,  and  from  Columbia,  S.  C,  to  a 
connection  with  the  Florida  lines  on  the  other,  and  then  a  further 
connection  in  Georgia  to  connect  up  with  the  old  railroad  of  which 
I  had  just  been  elected  president  a  few  years  ago  and  which  became 
then  known  as  the  Georgia  &  Alabama  Sailroad. 

The  earnings  of  that  road  the  year  before  my  purchase  were  about 
seven  or  eight  millions.  I  devoted  my  energies  for  the  next  few  years 
principally  to  the  development  of  that  system,  and  when  I  retired 
from  the  system  in  1904  its  earnings  were  practically  double  or 
nearly  double. 

Having  built  up  a  system  as  extensive  as  that  was,  we  had  further 
plans  on  foot,  and  decided  to  build  into  Birmingham,  Ala. ;  and  it 
was  the  construction  of  that  road  in  the  summer  of  1903  which 
created  the  strain  upon  my  firm  which  made  it  necessary  for  us  to 
ask  for  time  in  which  to  adjust  and  straighten  out  our  affairs. 

As  I  said,  we  were  advancing  to  the  road  at  that  time  approxi- 
mately a  million  dollars,  and  we  were  lending  hundreds  of  thousands 
of  dollars  to  other  enterprises  which  we  were  conducting  and  in 
which  we  were  the  leading  and  most  important  factors;  and  I  wish 
to  say  with  all  due  modesty,  Mr.  Chairman,  that  when  that  crisis  in 
the  affairs  of  the  firm  was  reached,  we  were  carried  over  it  so  success- 
fully by  so  adjusting  the  finances  and  affairs  of  all  of  the  many  cor- 
porations, street-car  companies,  industrial  corporati<ms  and  enter- 
prises, and  banks  and  trust  companies,  that  when  the  announcement 
was  made  that  we  wanted  to  have  the  consideration  which  was  called 
for,  not  a  single  corporation  with  which  we  were  identified  or  which 
we  were  conducting  failed. 

We  protected  every  enterprise  which  we  were  handling,  and  simply 
stood  m  the  breach  and  let  the  storm  strike  us  and  weathered  it. 

The  Seaboard  Air  Line  Railroad  itself  was  tided  over.  I  was 
president  of  it,  and  I  remained  president  for  some  months.  I  was 
president  at  that  time  of  the  Bank  of  Richmond.  We  strained,  we 
wrenched,  and  yet  there  was  not  a  run  on  the  bank.  I  was  president 
at  the  very  time.  I  remained  president  of  that  bank  and  a  member 
ofthefi™.        . 

That  is  the  answer  to  those  insinuations  as  to  the  character  of  the 
operations  with  which  the  firm  has  been  connected. 

At  the  same  time  that  we  were  building  up  our  railroad  enterprises 
and  starting  banks  in  different  parts  of  the  country  and  aiding  in  the 
development  of  those  which  were  existing,  extending  all  the  way 
from  New  York  to  Savannah,  we  were  aiding  in  the  development  of 
other  large  industrial  enterprises  in  the  South.  Among  others  I 
recall  that  in  about  1898  m^  firm  financed  and  doubled  the  capital 
of  one  of  the  largest  industrial  companies  in  the  South  today,  one  of 
the  most  successful — the  Virginia-Carolina  Chemical  Co.  I. think 
they  had  nine  millions  of  stock  out  at  that  time,  and  we  sold  nine 
million  more  for  them. 
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That  is  simply  one  illustration.  The  shares  which  we  marketed 
at  that  time  are  selling  at  an  enormous  advance  over  the  price  at 
which  thev  were  handled  by  our  firm. 

And  so  it  has  been  with  nearly  every  enterprise  with  which  my  firm 
has  been  connected  from  the  time  it  started  business  until  today. 

The  Seaboard  Air  Line  Railway  was  disappointed.  The  en- 
gineers had  ^ven  estimates  as  to  what  the  new  line  of  150  or  200 
miles  to  Birmingham  would  cost,  and  it  cost  about  six  millions  dollars 
more  than  the  estimates.  It  threw  us  out  very  much  in  our  calcula- 
tions, and  that  was  the  cause  of  the  troubles  of  the  Seaboard  Air 
Line  Railway  at  that  time  which  they,  however,  overcame. 

I  retired  from  the  presidency  of  the  Seaboard  Air  Line  Railway 
about  1904,  and  devoted  my  attention  fbr  the  next  two  or  three 
years  to  other  matters,  retaining  my  membership  in  the  firm.  I  felt 
that  the  Seaboard  Air  Line  Railway  was  not  being  managed  as  it 
should  be  managed,  and  I  was  an  open  critic  of  the  administration  of 
the  Seaboard  Air  Line  Railway  and  pointed  out  in  published  letters 
abuses  which  I  thought  should  be  corrected  and  matters  of  policy 
which  I  thought  should  be  changed. 

The  Chairman.  Was  that  after  Mr.  Ryan's  assistance  was  called 
in? 

Mr.  Williams.  That  was  while  Mr.  Ryan  was  on  the  board. 

I  should  say  that  in  1914  my  firm  parted  with  its  large  holdings 
in  the  Seaboard  Air  Line.  I  think  I  made  a  sale  at  one  time  of  ten 
or  fifteen  millions  of  dollars  of  the  shares  of  that  road  to  the  Ryan 
syndicate,  and  I  retired  from  the  board. 

But  a  great  many  of  my  friends  still  retained  an  interest  in  it,  and 
I  felt  an  acute  interest  on  their  account. 

In  the  latter  part  of  1907,  following  the  panic,  two  of  the  attorneys 
of  the  Seaboard  Air  Line  Railway  telegraphed  or  telephoned  to  me 
at  Richmond  asking  me  if  I  would  meet  them  in  Washington.  I 
told  them  that  I  would,  and  I  met  them  at  the  Willard  Hotel  in  this 
dtv. 

They  said  that  the  times  were  very  alarming;  that  the  Seaboard 
Air  Lme  system  which  had  developed  and  which  had  been  built  up 
by  my  friends  and  subsequentlv  sold  to  the  new  syndicate,  was  in 
deep  water,  and  asked  if  I  weuld  not  assist  in  financing  it.  \  think 
their  request  was  about  the  29th  of  December,  and  they  had  a  million 
dollars  or  thereabouts  to  pay  on  the  1st  of  January,  and  they  wanted 
to  know  if  I  would  not  help  to  provide  those  funds. 

I  said,  '^  It  is  too  late,  gentlemen.  I  have  tried  to  point  out  that 
things  were  not  going  as  they  should  in  the  past  year  or  two,  but  my 
advice  was  not  taken."  I  said,  "  I  am  not  willing  to  step  into  this 
situation  now,  at  this  last  moment,  two  days  before  your  interest 
falls  due." 

They  said,  "  If  you  dont,  unless  we  raise  these  funds,  we  will  have 
to  have  a  receivership." 

I  was  neither  a  director  nor  an  officer  of  the  company.  As  long 
as  I  was  an  officer  of  the  company  it  kept  going ;  it  was  solvent.  I 
do  not  mean  that  it  became  insolvent  because  I  went  off  the  board, 
but  I  do  say  that  I  had  occasion  to  criticise  the  policies  in  those 
intervening  years. 

I  said,  ^I  am  not  willing  to  come  into  this  matter  at  this  last 
moment  and  put  up  a  large  sum  of  money  as  you  suggest." 
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Theii  they  said  it  was  a  receivership.  They  said,  "Mr.  Williams, 
we  will  name  as  receiver  any  one  you  suggest.'^ 

I  said,  "  Put  my  brother,  Mr.  Lancaster  Williams,  in  aa  receiver." 

They  said,  "All  right,"  and  they  put  him  in.  They  selected  Mr. 
Warfield,  of  Baltimore,  who  was  a  member  of  the  board.  The  third 
receiver  was  appointed  by  the  court,  Mr.  Duncan,  of  North  Carolina. 

My  brother  tlxrew  hini^lf  into  that  situation  with  his  accustomed 
ener^  and  intelligence,  and  Mr.  Warfield  and  Mr.  Duncan  worked 
admirably  together.  They  endeavored  to  overcome  the  abuses  and 
faults  of  the  past,  and  thev  turned  the  nose  of  the  boat  from  the  rocks 
to  the  open  seas  again.  Very  soon  the  road  began  to  respond  to  the 
improved  treatment  and  the  changed  policies,  and  deficits  were 
changed  into  earnings. 

A  reorganization  committee  was  appointed  of  17,  I  think,  and  I 
was  asked  to  be  a  member.  I  consented.  I  had  not  been  responsible 
for  several  years  for  the  conduct  of  the  road,  but  I  consented  to  go  on 
the  board.  A  subcommittee  was  appointed  to  prepare  plans,  and  I 
was  asked  to  be  one  of  a  committee  of  six  to  prepare  plans  for  the 
reorganization  of  the  system  when  the  time  should  come,  and  I  agreed 
to  that. 

Soon  matters  began  to  shape  themselves  in  a  way  that  indicated 
that  we  would  be  able  to  emerge  from  the  receivership  if  some  suit- 
able plan  could  be  devised,  and  our  committee  of  six  was  requested  to 
prepare  a  plan  for  submission  to  the  main  board.  The  other  members 
of  the  committee  each  forwarded  a  plan,  practically,  and  we  had 
a  whole  potpourri  of  reorganization  plans  before  us  for  considera- 
tion. 

The  result  was  that  the  other  five  members  of  the  board  agreed 
on  a  plan,  but  I  regretted  very  much  that  I  was  unable  to  coincide 
with  my  associates  in  the  plan  which  they  recommended  to  the  full 
committee,  and  I  brought  forward  a  plan  on  a  different  principle, 
the  merits  of  which  I  modestly  urged  on  the  committee.  Ifelt  that 
the  other  propositions  of  the  plan  would  not  be  workable  and  could 
not  be  carried  out. 

The  result  was  that  when  the  two  plans  were  submitted,  the 
joint  plan  of  the  other  five  members  and  the  plan  which  had  been  pro- 
posed by  me,  the  full  committee  realized  the  merits  of  certain  fea- 
tures of  my  plan,  and  both  plans  were  recommitted  to  the  subcom- 
mittee for  further  consideration.  The  result  was  that  what  I  re- 
garded as  the  essential  elements  of  the  plan  which  I  had  urged  upon 
the  committee  were  adopted,  and  a  plan  brought  forward  and  ac- 
cepted by  the  committee  resulting  in  the  reorganization  of  the  Sea- 
board Air  Line  system  in  1909, 1  think  it  was,  on  a  basis  which  made 
the  reorganization  the  most  successful  reorganization  of  a  large 
system  that  was  ever  carried  on  in  an  equal  period  in  the  history 
of  the  country. 

The  general  creditors  of  the  Seaboard  Air  Line  were  paid  in  full. 
The  stock  was  not  assessed  and  the  junior  bondholders  were  given 
perhaps  more  than  they  ever  thought  they  would  get.  The  company 
was  restored  to  solvency.  Its  new  management  was  elected,  and 
I  was  asked  to  go  upon  the  board  of  directors  and  upon  the  executive 
committee,  which  I  accepted. 

I  became  a  member  of  the  board  and  of  the  executive  committee. 
The  system  grew  and  the  earnings  went  up  and  advanced  for  a  year 
or  two  very  satisfactorily. 
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About  1911  or  1912,  I  think  it  was,  I  became  dissatisfied  with 
some  of  the  policies  which  were  being  pursued  by  the  majority 
interests  ^d  I  retired  from  the  board.  I  think  that  was  in  1911  or 
1912,  I  do  not  remember  which.  I  have  had  no  further  connection 
with  the  Seaboard  Air  Line  Railway  since  that  time. 

I  tax  your  patience,  Mr.  Chairman,  in  making  tiiese  explanations 
of  what  is  a  cnapter  of  the  railroad  history  of  the  country  in  order 
that  it  may  neutralize  and  offset  and  stamp  as  untrue  and  insinua- 
tions or  statements  which  have  been  made  by  one  of  the  witnesses 
before  this  conmiittee. 

Mr.  Chairman,  I  do  not  know  that  I  shall  impose  upon  your  time 
any  more  at  present;  but  if  there  are  any  questions  which  I  have 
omitted,  any  point  in  the  testimony  given  by  Mr.  Cooper  which  may 
have  impressed  any  member  of  this  conmiittee,  I  respectfully  urge 
you  to  bring  them  up. 

Senator  Fletcher.  Have  you  mentioned  the  Georgia  &  Florida? 

Mr.  Williams.  In  1906  or  1907, 1  think  it  was,  there  was  brought  to 
the  firm  a  proposition  for  the  development  and  extension  of  several 
small  roads  in  the  States  of  Georgia  and  Florida.  It  was  suggested 
that  we  might  put  those  roads  together  and  extend  them  anamake 
a  svstem  that  would  be  profitable. 

My  firm  employed  the  best  en^neering  talent  that  it  could  get  to 
go  down  to  Georgia  and  to  Florida  to  survey  the  situation  and  to 
make  a  report  as  to  what  the  probable  earnings  would  be  of  a  rail- 
road if  extended  from  Augusta,  Ga.,  to  northern  Florida,  in  a  south- 
westerly direction,  with  single  branch  lines  or  feeders. 

The  reports  of  the  engineers  and  experts  were  of  an  exceedingly 
favorable  kind.  We  took  every  precaution  that  business  men  could 
be  expected  to  take  by  employing  not  only  engineers,  but  expert 
traffic  men.  I  recall  that  one  of  the  reports  made  upon  this  proposi- 
tion was  by  the  Nestor  of  the  traffic  men  of  the  United  States — 
Mr.  A.  Pope,  of  Georgia,  who  has  had  60  years  of  experience  in  the 
railroad  business,  in  the  traffic  end,  principally;  and  the  reports 
which  they  made  to  my  firm  and  our  associates  in  Baltimore,  who 
subsequently  a^eed  to  undertake  the  financing  of  the  road,  were  of 
a  character  which  justified  us  in  organizing  a  syndicate  to  raise  five 
or  six  million  dollars  for  the  purpose  of  building  new  lines  and  con- 
necting the  existing  short  lines  in  Florida. 

My  experience  on  the  Georgia  &  Alabama  Railroad  had  been  ex- 
ceedingly satisfactory.  I  think  I  told  you  that  the  first  mortgage 
bonds  of  that  company  when  we  first  undertook  the  proposition  were 
selling  at  about  40  cents  on  the  dollar.  As  the  result  of  our  reorgani- 
zation and  of  our  subsequent  consolidations  those  first  mortgage 
bonds  of  the  Georgia  &  Alabama  Railroad  or  its  predecessor  wniSi 
sold  at  the  time  we  took  charge  at  about  40  cents  on  the  dollar,  be- 
came worth,  subsequently,  the  equivalent  of  about  200  cents  on  the 
dollars  in  the  securities  which  were  given  for  them. 

In  other  words,  there  was  a  profit  of  about  five  for  one  at  one  time 
in  the  value  of  those  securities  given  for  those  old  discredited  bonds 
which  we  took  at  the  time  when  it  was  practically  a  wreck. 

Those  who  brought  the  matter  to  our  attention  were  hopeful  that 
a  similar  exijerience  might  follow  in  the  development  of  the  Georgia 
&  Florida  Railroad. 

There  has  never  been  in  the  history  o|  any  railroad  organized  in 
the  United  States  a  cleaner  transaction  or  one  where  the  bankers^ 
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commissions  and  profits  were  more  moderate.  The  syndicate  was 
organized  on*  the  basis  of  par,  100  cents  on  the  dollar  for  the  bonds, 
with  a  certain  amount  of  securities,  and  those  were  subscribed  to  by 
those  who  participated  in  the  syndicate,  on  that  basis,  and  the  bankers' 
commission,  the  cash  conmiission,  was  paid  to  the  banks  on  a  maxi- 
mum of  2i  per  cent;  perhaps  1  in  some  cases,  but  a  maximum  of  2^, 
which,  for  the  financing  of  a  railroad  enterprise,  is  exceedingly 
moderate.  So  that  the  money  which  was  paid  in  by  the  syndicate 
went  into  the  road  and  not  in  the  profits  or  pockets  of  its  promoters. 

The  construction  was  undertaken.*  We  nad  employed  the  very 
best  engineers  that  could  be  found  to  supervise  it  and  to  watch  the 
outgo,  and  it  began  to  look  well. 

About  that  time  the  country  traversed  was  overtaken  by  disas- 
trous floods  which  interfered  very  seriously  with  the  new  construc- 
tion and  new  roadbed  and  threw  it  back  very  seriously.  I  think 
that  was  probably  the  beginning  of  a  succession  of  misfortunes  which 
finally  resulted  in  the  receivership  of  that  railroad,  but  I  retired 
from  the  railroad  I  think  either  one  or  two  years  before  the  receiver- 
ship. I  resigned  as  president,  if  I  rememoer  correctly,  about  1911 
or  1912;  I  do  not  remember  which.  I  think  it  went  into  the  hands 
of  receivers  two  or  three  years  subsequently. 

There  are  very  great  compensations  for  the  financial  losses  to  the 
owners  of  the  road  through  the  rapid  development  of  the  country 
through  which  the  road  ran  and  the  important  transportation  facil- 
ities which  were  given  to  the  people  in  many  counties  of  Georgia  and 
Florida  and  in  the  prosperity  which  has  visited  the  entire  section 
along  the  line  of  the  road,  although  the  security  holders  of  the  road 
have  not  profited. 

The  owners  of  the  road  feel  that  if  they  had  been  permitted  to 
charge  rates  for  freight  and  passengers  larger  than  those  to  which 
they  have  been  restricted  imder  the  regulations  of  the  Interstate 
Commerce  Commission  their  returns  would  be  quite  adequate  and 
satisfactory. 

The  Chairman.  It  was  sort  of  a  philanthropic  enterprise  as  it 
turned  out  to  be? 

Mr.  Williams.  It  was  not  for  the  benefit  of  the  original  owners. 

Senator  Fletcher.  Have  you  gone  into  the  question  of  the  Rail- 
road Administration  taking  over  that  road?  Is  this  the  road  that 
Mr.  Cooper  said  had  been  taken  over  with  a  deficit? 

Mr.  Williams.  That  had  shown  a  deficit  of  $518,000  the  year  be- 
fore it  was  taken  over,  and  which  the  Director  General  of  Railroads 
has  shown  was 

Senator  Fletcher.  You  have  gone  into  that? 

Mr.  Williams.  Yes,  sir;  I  have  filed  a  statement  in  reply  to  that. 

Mr.  Chairman,  if  there  is  any  other  point  which  I  have  not  an- 
swered to  your  satisfaction,  I  shall  be  happy  to  have  inquiries  put  to 
me  by  you  or  any  member  of  the  committee. 

Tlie  Chairman.  We  will  adjourn  until  to-morrow  morning  at  10 
o'clock. 

(Whereupon,  at  5.12  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Wednesday,  July  16,  1919,  at  10  o'clock  a.  m.) 


WEDNESDAY,  JULY  16,  1919. 

•United  States  Senate, 

CoMAilTTEE  ON  BANKING  AND  CURRENCY, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  George  P.  McLean  presiding. 

Present:  Senators  McLean  (chairman).  Page,  Gronna,  Calder, and 
Keyes. 

The  Chairman.  You  may  proceed,  Mr.  Jones. 

STATEMENT  OF  MB.  A.  E.  JOKES,  OF  ITinOKTOWN,  FA. 

Mr.  Jones.  My  name  is  A.  E.  Jones.  I  am  an  attorney  at  law  of 
Uniontown.  I  am  a  member  of  the  bar  of  all  our  State  courts  and 
the  District  Court  of  the  United  States  for  the  Western  District  of 
Pennsylvania,  having  practiced  my  profession  for  20  years,  and  ap- 
pear here  to-day  for  some  stockholders  of  the  First  National  Bank 
of  Uniontown,  !Pa. 

The  First  National  Bank  is  one  of  the  oldest  banking  institutions 
of  our  county,  and  for  years  prior  to  the  date  it  was  closed  by  the 
comptroller,  January  19,  1915,  was  the  first  on  the  honor  roll  of  the 
national  banks  of  our  country.  Its  capital  stock,  surplus,  and  un- 
divided profits  amounted  to  about  $1,100,000,  and  its  deposits  were 
more  than  $1,400,000.  Since  the  bank  was  closed  every  depositor 
has  been  paid  in  full,  with  interest,  and  there  are  assets  remaining, 
as  liberally  estimated  by  the  receiver,  of  over  $800,000,  and  con- 
servatively estimated  by  him  of  over  $650,000. 

J.  V.  Thompson  was  president  of  the  bank  and  a  member  of  tht> 
board  of  directors  for  years.  Sherrill  Smith  was  the  temporary  re- 
ceiver, and  John  H.  Strawn  is  the  permanent  receiver. 

I  wish  to  submit  to  the  consideration  of  this  committee  the  fol- 
lowing facts  as  bearing  upon  the  fitness  of  Mr.  Williams  for  reap- 
pointment as  comptroller  and  for  his  confirmation. 

Preliminarily,  I  wish  to  say  that  I  attended  the  sessions  of  your 
committee  on  the  8th  and  9th  of  this  month,  on  my  own  motion,  in 
the  interest  of  my  clients.  I  have  been  trying  for  the  last  eight 
months  to  get  some  information  as  to  when  the  meeting  of  share 
holders  of  said  bank  would  be  called  to  elect  a  liquidating  agent, 
have  the  amount  of  the  bond  of  the  agent  determined,  and  get  some 
definite  information  as  to  the  assets  of  the  bank  in  the  hands  of  the 
receiver.  During  those  eight  months  I  was  able  to  get  absolutely 
nothing  done. 

Learning  of  the  meeting  of  this  committee  to  take  testimony  as 
to  the  fitness  of  Mr.  John  Skelton  Williams,  the  comptroller,  for 
confirmation,  I  came  to  Washington  in  the  interest  of  the  stock- 
holders, in  order  to  see  if  something  might  not  be  done  to  get  action 
by  the  comptroller  in  matters  that  greatly  concerned  them.  I  at- 
tended the  sessions  of  your  committee  on  those  two  days,  arrived 
home  on  the  morning  of  the  10th,  and  found  a  letter  on  my  desk 
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from  Mr.  Buchanan,  of  the  comptroller's  oflSce,  as  the  head  of  the 
department,  I  believe,  of  insolvent  banks,  stating  that  the  amount 
of  the  bond  of  the  shareholdei*s'  agent  had  been  determined,  and 
that  a  meeting  of  the  stockholdei*s  would  be  held  on  a  date  men- 
tioned. 

A  Pittsburgh  morning  newspaper  in  yesterday's  issue  had  an  article 
on  the  hearing  of  the  committee,  and  in  that  article  it  was  stated 
that  I  was  to  appear  as  a  witness  for  stockholders.  Since  Mr.  J.  V. 
Thompson  is  under  indictment  in  the  United  States  court,  but  not 
tried,  his  friends  importuned  me  not  to  mention  any  matter  wliich 
might  involve  the  relationship  of  Mr.  Thompson  to  the  comptroller, 
and  for  that  reason  I  limit  tne  matters  in  inquiry  directly  to  those 
things  which  directly  concern  the  shareholders.  1  leave  out  all  mat- 
ters that  led  up  to  the  closing  of  the  bank,  though  those  matters 
concern  the  stockholders,  because  they  involve  Mr.  Thompson 
personally. 

The  Chairm^an.   What  relationship  had  Mr.  Thompson  to  the  bank ! 

Mr.  Jones.  Mr.  Thompson  was  president  of  the  bank  and  a  member 
of  its  board  of  directors. 

Senator  Page.  Would  there  be  any  objection  to  your  stating,  just 
in  a  word,  something  about  Mr.  Thompson,  so  that  we  will  have  it 
before  us? 

Mr.  Jones.  Mr.  Thompson  has  been  called  the  coal  king.  He 
invested  in  vir^n  coal  lands  to  the  extent  of  some  140,000  acres. 
He  associated  with  him  many  other  men  and  women  of  our  locality 
in  the  investment  in  virgin  coal  lands,  and  became  very  heavily 
involved  on  that  account,  and  in  doing  that  he  borrowed,  directly  and 
indirectly,  a  great  deal  of  money  from  this  First  National  Bank.  He 
is  now  in  the  bankruptcy  court,  and  the  First  National  Bank  has  been 
in  the  hands  of  the  receiver  since  January  19,  1915. 

Senator  Page.  And  are  the  misfortunes  of  that  bank  supposed  to 
be  directly  traceable  to  Mr.  Thompson? 

Mr.  Jones.  I  presume  that  may  be  conceded.  That  is  the  general 
impression. 

Senator  Page.  And  he  is  now  under  indictment? 

Mr.  Jones.  And  he  is  now  under  indictment  in  the  United  States 
court  and  untried,  and  I  do  not  care  to  say  anything  that  involves  him. 

Senator  Page.  That  is  sufficient.  I  wanted  to  know  just  a  little 
more  about  the  case  than  I  did  from  your  first  statement. 

Mr.  Jones.  First,  among  the  assets  of  the  First  National  Bank  of 
Uniontown,  there  was  an  11-story  bank  building,  carried  as  an  asset 
at  the  amount  of  $976,000  or  $996,000  at  the  time  the  bank  was 
closed.  That  bank  building  was  sold  by  the  receiver,  after  proceed- 
ing in  the  United  States  court,  for  $700,000,  and  so  far  as  I  am  able 
to  get  the  data  the  sale  of  that  bank  furnished  sufficient  proceeds 
practically  to  pay  all  of  the  depositors  and  creditors  of  the  bank  in 
rull  with  interest. 

Senator  Page.  Was  there  any  justification  for  such  a  large  invest- 
ment on  the  part  of  so  small  a  bank — that  is,  an  investment  in  an 
office  banking  building? 

Mr.  Jones.  I  am  not  prepared  to  answer  that  question,  because  the 
bank  building,  in  the  community,  was  reputed  to  be  paying  anywhere 
from  3  to  6  per  cent  on  rental  values.  The  rents  have  since  been 
increased  probably  a  half,  or  maybe  two-thirds. 
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Before  that  bank  building  was  sold  a  public  meeting  was  called  to 
ccmsider  the  advisability  of  i^  sale,  and  there  were  invited  to  that 
meeting  the  stockholders,  creditors  of  the  bank,  depositors  and  credi- 
tors of  Mr.  Thompson,  and  a  resolution  was  passed  to  the  effect  that 
it  was  ill  advised  to  sell  that  building  at  that  time,  under  all  the  cir- 
cumstances, and  the  substance  of  that  resolution  was  telegraphed  by 
me  to  Mr.  Williams. 

This  building  was  appraised  by  a  competent  engineer  just  before 
the  time  of  its  sale,  as  I  was  advised  by  one  man,  at  $1,820,000,  and 
later  by  an  individual  who  is  an  officer  in  the  banking  institution  that 
now  owns  it,  at  one  million  eight  hundred  and  seventy  thousand  and 
some  odd  dollars. 

In  the  fall  of  1914  Mr.  Thompson  deposited  with  the  Comptroller 
of  the  Currency  3,000  shares  of  the  Liberty  Coal  Co.  and  7,000  shares 
of  the  Wetzel  Coal  &  Coke  Co.  for  purposes,  as  stated  in  his  bill  filed 
in  the  District  Court  of  the  United  States  for  the  Western  District  of 
Pennsylvania,  first,  of  securing  payment  on  all  indebtedness  of  said 
Thoinpson  to  the  First  National  Bank  of  Uniontown,  Pa.;  second,  of 
securing  and  protecting  all  depositors  of  said  First  National  Bank  of 
Uniontown,  Pa.,  from  loss;  and  third,  to*secure  the  payment  of  the 
notes  of  the  said  Thompson  held  by  other  national  banks. 

At  the  time  of  the  sale  of  the  First  National  Bank  building  these 
10,000  shares  of  stock  were  undisposed  of.  In  the  same  bill,  filed  in 
the  said  court  by  the  comptroller,  at  No.  192,  May  term,  1918,  it  is 
alleged  that  there  was  an  agreement  between  the  comptroller  and  Mr. 
Thompson  that  those  10,000  shares  of  stock  might  be  redeemed  within 
a  period  of  time  mentioned  therein  at  $750,000. 

Senator  Page.  Let  me  interject  this  suggestion  here :  What  do  you 
tell  me  the  deposits  of  that  bank  were  at  that  time? 

Mr.  Jones.  About  $1,400,000,  as  I  remember,  generally. 

Senator  Page.  And  the  capital  and  surplus? 

Mr.  Jones.  About  $1,100,000. 

Senator  Pa.oe.  And  still  they  had  one  asset  that  you  say  was  ap- 
praised at  $1,800,000? 

Mr.  Jones.  That  was  appraised  at  $1,800,000. 

Senator  Page.  As  I  understand  it,  the  purpose  of  these  remarks 
on  your  part  is  to  sustain  the  sugg^ion  that  the  comptroller  has 
acted  unwisely  ? 

Mr.  Jones.  Yes,  sir,  and  unfairly,  in  the  handling  of  the  assets  of 
this  bank. 

Senator  Page.  Can  you  tell  me,  in  a  moment,  what  justification  as 
a  banker,  any  banker  would  have  for  putting  these  amounts  of  assets 
into  so  small  an  institution,  and  is  not  the  comptroller  right,  so  far  as- 
can  be  seen  here,  in  criticizing  the  conduct  of  the  bank? 

Mr.  Jones.  He  might  have  been  justified  in  criticizing  the  policy 
of  the  bank;  he  might  have  been  justified  in  demanding  of  the  bank 
that  it  change  the  character  of  its  assets.  But  when  the  bank  waa 
closed,  the  question  now  is,  has  he  handled  the  affairs  of  the  bank, 
and  has  he  managed  the  assets  of  the  bank,  so  as  to  protect  the  credi- 
tors of  the  bank,  depositors,  and  the  stockholders,  as  I  understand  it 
is  his  duty  to.  do. 

Senator  Page.  And  the  bank  was  closed  upon  the  initiative  of  Mr. 
Williams? 

144936—19 ^18 
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Mr.  Jones.  I  am  not  advised  as  to  that  further  than  this,  the  bank 
did  not  open  its  doors  on  Monday  morning.  Whether  or  not  Mr.  Wil- 
liams had  so  directed,  whether  or  not  a  receiver  was  there  in  charge 
at  9  o'clock  to  prevent  the  op»eninff  of  the  doors,  I  am  not  advised. 

It  will  be  observed  that  this  collateral  stock  was  hypothecated  with 
the  comptroller  for  three  purposes : 

First,  to  guarantee  all  aebts  of  Mr.  Thompson  to  the  bank; 

Second,  to  secure  all  depositors; 

And  third,  any  surplus  to  be  applied  to  the  payment  of  any  notes 
of  Mr.  Thompson  in  other  national  banks. 

At  the  time,  as  I  said,  that  the  bank  building  was  sold,  this  stock 
was  undisposed  of.  At  the  time  Mr.  Williams  instituted  the  said 
suit  in  equity  at  No.  192,  May  term,  1918,  in  the  District  Court  of 
the  United  States  for  the  Western  District  of  Pennsylvania,  by  his 
bill,  a  copy  of  which  I  submit  in  evidence,  it  api^ears  that  that  bill 
must  have  been  filed  some  time  prior  to  March  21,  1918,  the  bank 
building  having  been  sold  on  February  23,  1918. 

Senator  Page.  Under  the  laws  of  Pennsylvania,  by  what  right 
did  Mr.  Williams  appear?      That  is  not  a  national  bank? 

Mr.  Jones.  Yes,  sir. 

Senator  Page.  It  is  a  national  bank? 

Mr.  Jones.  Oh,  yes;  the  First  National  Bank  of  Uniontown. 

Senator  Page.  I  beg  pardon.  I  thought  it  was  the  Union  Savings 
&  Trust  Co. 

Mr.  Jones.  No.  The  trust  company  is  npw  the  owner  of  the  bank 
building. 

The  contention  is  between  the  stockholders  and  Mr.  Williams 
with  reference  to  this  mater  is  based  upon  the  construction  of  the 
agreement  by  which  this  stock  was  hypothecated.  I  do  not  have  a 
copy  of  the  agreement,  and  I  ask  permission  to  submit  it  later, 
if  t  am  able  to  obtain  it.  I  understand  that  the  papers  in  this 
equity  case  are  now  in  the  hands  of  the  district  court  on  appeal, 
and  I  have  not  been  able  to  get  access  to  them  for  the  purpose  oi 
making  copies  of  such  papers  in  that  proceeding  as  I  would  like  later 
to  submit  to  the  committee. 

The  Chapman.  You  will  have  that  opportunity. 

Mr.  Jones.  In  reference  to  the  agreement  between  the  comptroller 
and  Mr.  Thompson  by  which  this  and  other  stocks,  the  property  of 
Mr.  Thompson,  were  hypothecated,  I  want  to  submit  copies  of  some 
letters  which  I  was  able  to  obtain  at  the  time  I  attempted  to  inter- 
vene in  the  said  equity  case  on  the  part  of  the  stockholders.  And  in 
that  connection  I  first  offer  the  letter  of  October  30, 1914,  of  William 
-F.  McCombs,  of  the  law  firm  of  McCombs,  Ryan  &  Gordon,  of  New 
York  Citv.  That  mav  not  have  been  the  stvle  of  the  firm  at  the 
time  the  letter  dated  October  30,  1914,  was  written,  but  it  is  the 
same  McCombs.  This  is  a  letter  addressed  by  Mr.  McCombs  to 
Hon.  J.  P.  Kane,  Deputy  Comptroller  of  the  Currency,  Washingt<Mi, 

D.  C,  and  is  as  follows : 

October,  90,  1914. 

Hon.  J.  P.  Kane, 

Deputy  Comptroller  of  the  Currency, 

Treasury  Department^  Washington,  D.  C, 

My  Dear  Mr.  Kane  :  Mr.  J.  V.  Thompson  has  turned  over  to  me  your  letter 

to  him  of  October  23,  1914.    You  state  In  that  letter  that  "aU  of  the  notee 

^Y>v/^^p'«  hv  yonr  trust  deed,  whether  Indorsed  by  you  or  otherwise,  must  be  paid 

to  tbe  bank  without  farther  delay,    *    *    *.**    Mr.  Thompson  is  of  the  opinion 
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that  the  agreement  nnder  which  the  trust  deed  was  given  provides  that  he  is 
to  pay  the  outstanding  notes  or  be  relieved  of  his  Indorsement  on  them.  He 
tells  me  that  all  of  the  notes  on  which  he  Is  liable  have  been  paid  with  the  ex- 
ception of  eight  or  ten  thousand  dollars  not  yet  due.  On  all  notes  not  already 
paid  or  not  in  the  class  mentioned  as  not  yet  due  he  has  been  relieved  of  his 
indorsement.  I  advised  Mr.  Thompson  that  it  could  not  be  your  intention  to 
Insist  that  he  make  payment  of  notes  on  which  he  was  not  liable ;  that  is,  notes 
on  wbich  he  has  been  wholly  relieved  as  Indorser.  I  assume  the  clause  "in- 
dorsed by  you  or  otherwise,"  which  I  have  underscored  above,  was  not  intended 
to  include  notes  with  which  Mr.  Thompson  is  no  longer  concerned.  If  I  am  in 
error  as  to  the  meaning  of  the  clause  in  question  will  you  not  kindly  advise  me 
promptly  of  the  facts  in  the  matter  so -that  I  may  Inform  Mr.  Thompson  of 
what  action  he  must  take  in  the  premises. 
Very  truly,  j'ours, 

Wm.  F.  McCoMBS. 

In  connection  with  that  correspondence  I  want  to  read  into  the 
record  the  clauses  of  the  trust  deed  that  was  given  by  Mr.  Thompson 
to  John  S.  Wendt,  I  believe,  attorney  for  tlie  comptroller,  hypothe- 
cating or  putting  up  as  security  certain  coal  lands  in  West  Virginia, 
to  insure  the  liability  of  Mr.  Thompson  to  the  bank.  This  trust  deed 
was  made  for  the  purposes : 

First.  To  tht^  obligation^  of  said  .Toslah  V.  Thompson  for  which  he  is  dirc^ctly 
liable  to  the  First  National  Bank  of  Uniontown,  Pa. 

Second.  To  the  obligations  of  the  said  Josiah  V.  Thompson  for  which  he  is 
indirectly  or  secondarily  liable  to  the  First  National  Bank  of  Uniontown,  Pa. 

I  now  submit  the  letter  of  Sherrill  Smith,  temporary  receiver  of 
the  First  National  Bank,  of  Uniontown,  addressed  to  Thomas  R. 
Ryan,  Esq.,  of  the  same  law  firm,  of  New  York  City,  as  follows : 

Frick  BuiLDfNO  Annex, 
Pittsburgh,  March  U  1915. 

TBOif  AB  R.  Rtan,  Esq., 

Care  of  Messrs.  Gordon,  Ryan  d  McCombs,  New  York,  N.  Y. 

Dear  Sib:  As  you  may  know.  I  am  receiver  of  the  First  National  Bank  of 
Uniontown,  of  which  Mr.  J.  V.  Thompson  was  president.  I  am  informed,  as  I 
wrote  you  recently,  that  some  time  prior  to  the  failure  of  that  bank  Mr.  J.  V. 
Thompson  assigned  and  transferreil  to  you  certain  securities  In  trust,  substan- 
tiaUy  as  follows: 

F^rst.  To  secure  the  payment  of  his  (Thompson's)  direct  and  indirect  in- 
debtedness to  the  First  National  Bank  of  Uniontown. 

Second.  To  indemnify  or  protect  the  depositors  of  tlie  First  National  Bank 
of  Uniontown  from  loss  by  reason  of  the  insolvency  or  inability  of  the  bank 
to  pay  them. 

The  Comptroller  of  the  Currency  has  authorized  me  to  get  from  you  full  In- 
formation as  to  the  securities  here  pledfjed  and  the  terms  and  provisions  of 
the  agreement  under  which  they  were  pledged.  The  information  which  I  have 
was  received  from  Mr.  J.  V.  Thompson. 

This  letter  will  be  presented  to-  you  by  John  S.  Wendt,  Esq.,  of  Pittsburgh, 
Pa.,  my  attorney,  who  is  authorized  to  take  the  matter  up  with  you  and  pro- 
cure such  information  as  he  may  deem  neces.<<ary  for  the  protection  of  my 
interests  as  receiver. 

Very  truly,  yours, 

Sherrill  Smith. 
Receiver  of  the  First  National  Bank  of  Uniontoion. 

I  now  submit  the  letter  of  John  S.  Wendt,  dated  March  4,  1915,  as 
follows : 

Frick   Building  Annex, 
Pittsburgh,  March  J,,  1915. 
Fbederick  R.  Rtan,  Esq., 

96  Broadway,  New  York,  N.  Y. 

Deab  Sib  :  In  order  that  you  may  have  before  you  a  memoranda  of  the  In- 
formation I  desire  in  relation  to  the  pledge  .of  certain  stock  to  you  by  J.  V. 
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ThoDipson,  which  you  prouUsed  to  give  lue,  I  have  to  say  ttxat  I  would  like  to 
have  your  statemeut  of  facts  include  the  following  information : 

(a)  What  demand,  if  any,  was  made  by  the  Comptroller  of  the  Currency  for 
security  from  J.  V.  Thompson,  and  how  and  when  the  demand  was  made,  and, 
if  oral,  to  whom  it  was  made  and  who  was  present,  and,  if  in  writing,  a  copy 
of  the  letters  of  the  comptroller  relating  to  the  matter. 

(6)  When  the  stock  certificates  were  delivered  to  you  and  by  whom,  what 
was  stated  to  you  at  the  time  of  .deliverj-,  and,  if  the  delivery  was  accompanied 
by  any  letter,  a  copy  of  the  Tetter. 

(c)  Whether  you  issued  any  receipt  for  the  stock  certificates  or  wrote  any 
letter  acknowledging  the  receipt  thereof,  and,  if  so,  copies  of  said  receipt  or 
letter. 

(d)  Copies  of  any  letters  written  by  you  to  the  Comptroller  of  the  Currency 
and  his  replies  relating  to  this  matter. 

Very  truly,  yours, 

John  S.  Wkndt. 

I  will  now  submit  a  letter  of  Mr.  Thompson,  dated  XJniontown, 

March  18,  1915,  as  follows: 

FntST  National  Bank  of  Uniontown, 

Uniontown,  Pa.,  March  18,  19 to. 
Fbeoebick  R.  Ryan,  Esq.. 

New  York,  N.  Y. 

My  Dear  Mr.  Ryan  :  Mr.  Sherrill  Smith,  receiver,  came  out  to  see  me  tliis 
evening:,  and  asked  me  to  write  him  a  statement  for  what  purposes  the  cer- 
tificates were  deposited,  which  I  have  done  and  inclose  you  a  copy  of  the 
letter  I  have  written,  which  is  practically  in  accord  with  the  letter  Mr.  McCombs 
wrote  to  Mr.  Williams.  Please  have  the  agreement  drawn  to  protect  me,  nam- 
ing some  definite  time  or  conditions  for  the  termination  of  the  escrow  agree- 
ment. 

I  am  arranging  to  go  to  New  York  next  week  and  hope  to  see  you  there 
about  the  middle  of  the  week. 
Yours,  very  truly, 

J.  V.  Thompson. 

And  of  the  same  date  I  submit  a  letter  of  Mr.  Thompson  as  fol- 
lows: 

Oak  Hill, 
XJniontown,  Pa.,  March  18,  19 15. 
Sherrill  Smfth.  Esq., 

Receiver,  First  National  Bank,  XJniontown,  Pa. 

My  Dear  Sir:  Answering  your  question  in  regard  to  the  certifieatton  tor 
10,000  acres  of  coal  lands  which  I  left  with  Mr.  Frederick  R.  Ryan,  of  New 
York,  for  deposit  with  the  Comptroller  of  the  Currency,  in  accordance  with 
arrangements  made  w^ith  said  comptroller  at  a  former  conference  between  him, 
Mr.  Ryan,  and  myself,  would  state  that  they  were  to  be  deposited — 

First.  To  secure  the  payment  of  any  and  all  indebtedness  to  said  bank  on 
which  I  was  in  any  way  liable  (which,  of  course,  would  inure  to  the  benefit  of 
the  depositors). 

Second.  To  secure  from  loss,  equally  and  ratably,  all  depositors  of  the  First 
National  Bank,  Uniontown,  Pa. 

Third.  As  a  protection  and  security  to  all  national  banks  who  may  have  dis- 
counted and  owned  any  note  or  notes  of  mine. 

Fourth.  Proper  agreement  covering  the  terms  of  this  collateral  deposit,  to  be 
furnished  to  me  on  delivery  of  same. 
Yours,  very  truly. 


I  do  not  have  the  form  in  which  the  letter  was  signed. 
I  now  submit  a  letter  of  John  S.  Wendt,  attorney,  dated  April  1^ 
1915,  as  follows : 

Frick  Building  Annex, 
Pittsburgh,  AprU  /,  1915. 

Messrs.  McCombs,  Ryan  &  Gordon, 

90  Broadioap,  New  York,  N.  Y. 

Gkntlemen  :  Replying  to  the  letter  of  Frederick  R.  Ryan,  Esq.,  of  the  Slst 
iiJtfmo  respecting  the  form  of  the  agreement  of  deposit  of  the  3,000  shares  of 
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the  capital  stock  of  the  Liberty  CJoal  CJo.  and  7,000  shares  of  the  capital  stock 
of  the  Wetzel  CJoal  &  Coke  Co.  which  were  delivered  to  Mr.  Ryan  by  J.  V. 
Thompson  on  October  2i9,  1914,  in  tmst  (1)  to  secure  payment  of  all  indebted- 
ness of  Thompson  to  the  First  National  Bank  of  Uniontown  and  to  secure  and 
protect  all  depositors  of  said  First  National  Bank  of  Uniontown  from  loss  and 
(2)  to  secure  paylnent  of  notes  of  Thompson  held  by  other  national  banks, 
I  have  to  say  that  I  herewith  inclose  a  memorandum  embodying  the 
terms  of  the  pledge  or  deposit  In  which,  after  consulting  Receiver  Smith,  I  have 
incorporated  the  suggestion  made  in  Mr.  Ryan's  letter  as  to  the  time  to  be  al- 
lowed Mr.  Thompson  to  readjust  his  affairs.  Please  advise  me  if  this  form  of 
agreement  is  satisfactory. 

In  submitting  this  form  of  agreeraent/»please  understand  that  it  is  done  with- 
out prejudice  to  the  claim  of  the  receiver  of  the  First  National  Bank  of  Union- 
town,  that  you  already  hold  this  stock  under  a  valid,  legal,  and  enforceable 
pledge  or  trust  for  the  purposes  set  forth  in  the  inclosed  agreement.  We  are 
willing,  however,  and  think  It  advisable,  that  a  written  agi'eement  be  entered 
into,  and  are  willing  to  consent  to  the  Insertion  of  the  term  suggested  by  you, 
because  we  believe  it  is  such  as  was  reasonably  implied  In  the  agreement  made 
between  Thompson  and  the  comptroller  under  which  this  stock  was  delivered 
to  you. 

Very  truly,  yours, 

John  S.  Wendt,  Attorney. 
For  Shebbill  Smith,  Receiver. 

After  the  bank  building  had  been  sold  and  the  funds  realized  with 
which  to  pay  all  creditors  of  the  bank,  as  I  stated  a  minute  ago,  the-^ 
stock  still  being  in  the  hands  of  the  comptroller,  the  comptroller 
filed  the  said  equity  suit,  naming  John  H.  Strawn  receiver  of  the 
First  National  Bank  of  Uniontown,  Pa.,  as  one  of  the  defendants, 
and  did  not  name  the  stockholders  other  than  the  trustees  of  Mr. 
Thompson.  At  the  suggestion  of  all  of  the  stockholders,  with  the 
exception,  possibly  of  two — and  as  to  one  of  them  I  was  authorized  by 
the  attorney  of  the  stockholder,  who  was  not  then  in  the  city,  being 
in  the  South  for  the  winter — a  petition  was  presented  by  me  and 
my  associate  counsel  to  the  United  States  district  court  to  intervene 
in  that  equity  case  in  order  that  their  rights  to  the  proceeds  of  the 
sale  of  this  stock  might  be  protected.  Permit  me  here  to  call  the 
committee's  attention  to  the  prayer  of  the  comptroller's  bill  filed  in 
said  equity  cause,  as  found  on  page  12  of  the  bill : 

First.  That  your  honorable  court  will  adjudge  and  decree  that  your  orator 
holds  the  corporate  stocks  above  mentioned  aspledgee  in  trust,  for  the  purposes, 
first,  of  securing  payment  of  all  indebte(lnes.s  of  said  J.  V.  Thompson  to  the 
First  National  Bank  of  Uniontown.  Pa. 

Second.  Of  securing  and  protecting  all  depositors  of  said  First  National  Bank 
of  Uniontown,  Pa.,  from  loss. 

Third.  To  secure  the  payment  of  notes  of  said  Thompson  held  by  other  na- 
tional banks. 

The  independent  stockholders,  knowing  the  position  of  Mr.  Strawn 
with  reference  to  the  fact  that  this  stocK  had  been  hypothecated  to 
insure  the  payment  only  of  Mr.  Thompson's  direct  indebtedness  to 
the  bank,  which  amounted  to  $199,694.77,  and  his  indirect  indebted- 
ness, amounting  to  $897,756.54,  desired  to  intervene  in  order  that 
they  might  be  parties  defendant  and  entitled  to  be  heard  with  refer- 
ence to  the  construction  of  this  agreement  and  the  making  of  a  decree 
embracing  the  first  prayer  of  the  comptroller's  bill. 

John  S.  Wendt,  attorney  for  the  comptroller,  appeared  before 
Judge  Orr,  of  the  United  States  District  Court  for  the  Western  Dis- 
trict of  Pennsylvania,  and  opposed  the  prayer  of  the  petition  I  pre- 
sented on  behalf  of  the  shareholders  to  intervene,  and  succeeded  in 
having  the  court  rule  that  because  Mr.  Strawn  was  the  receiver  of. 
the  bank,  a  defendant,  and  was  in  law  representing  VVkfi^  ^^T^<cAdi^\% 
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as  well  as  creditors  of  the  bank,  they  were  already  parties  to  the 
suit,  and  would  not  be  pennitted  to  intervene  and  be  neard. 

With  reference  to  Mr.  Strawn's  attitude  toward  the  construction 
of  this  aOTeement,  and  as  indicating  the  purpose  of  the  comptroller 
in  filing  the  bill  to  sell  and  have  diatributod  the  i)roceeds  of  that  stock 
after  the  sale  of  the  bank  building,  and  having  in  hand  ample  funds 
as  I  am  informed,  to  pay  depositors  and  ci'editors  of  the  bank,  I  myw 
quote  from  a  letter  of  Mr.  A.  A.  Thompson,  son  of  J.  V.  Thompson, 
to  his  father  in  reference  to  this  matter,  a  sentence  which  I  was  able 
to  get  at  the  time,  as  I  said,  I  wa«  gathering  the  data  with  reference 
to  the  rights  of  these  stockholders  in  this  hypothecated  stock.  From 
that  letter  I  quote  the  following  language  in  reference  to  Mr.  Strawn : 

Mr.  Strawn  claims  now  that  he  can  only  apply  this  money  (agreed  value  if  re- 
deemed $750,000)  to  the  oblifi^tlons  in  the  bank  which  show  on  the  face  of  them 
that  they  are  legally  yours  [Mr.  Thompson *s]. 

All  of  this,  after  the  Thompson  letter  to  Sherrill  Smith,  the  cor- 
respondence between  McCombs  and  Ryan  of  the  comptroller's  office, 
and  the  verbal  agreement  with  the  comptroller  at  the  time  the  stodc 
was  hypothecated,  and  the  drawing  up  of  the  written  agreement  in 
which  the  indebtedness  of  Mr.  Thompson  to  the  First  National  Bank 
was  defined  as  all. 

The  Chairman.  Mr.  Jones,  you  are  laying  the  foundation,  I  sup- 
pose, for  a  conclusion? 

Mr.  Jones.  Yes. 

The  Chairman.  Do  you  mind  stating  to  the  committee  now  what 
you  intend  to  show?  It  may  assist  us,  perhaps,  in  following  your 
testimony. 

Mr.  Jones.  Of  course,  I  am  going  to  submit  in  the  end  the  follow- 
ing summary.  In  order  that  you  may  see  the  pertinency  of  my 
comments  as  I  go  along,  I  will  state  it  now. 

Had  this  hypothecated  stock  been  redeemed  at  the  agreed  price, 
$750,000,  or  had  it  been  sold  for  that  amount,  there  would  have  been 
realized  by  the  comptroller  $50,000  more  than  the  bank  building 
sold  for. 

Had  the  stock  been  sold  instead  of  the  bank  building,  and  $60,000 
moi-o  applied  to  Mr.  Thompson's  direct  and  indirect  indebtedness  to 
the  bank,  the  assets  of  the  bank  to-day  would  he  $50,000  larger  than 
they  ai*e,  and  the  stockholders  would  still  have  their  bank  building, 
appraised,  at  the  time  of  the  sale,  at  $1,820,000. 

With  reference  to  that  the  point  is  this,  that  the  comptroller  began 
at  the  wrong  end  of  the  administration  of  the  assets  of  the  bank  with 
reference  to  the  disposition  of  the  assets  of  the  bank  concerning  the 
sale  of  the  building  and  the  disposition  of  this  stock. 

In  addition  to  the  loss  of  the  building  as  an  asset  of  the  bank,  the 
stockholders  have  lost  as  assets  interest  on  the  deposits,  amounting 
to  over  $240,000.  The  stockholders  have  lost  dividends  for  the  la^ 
four  years,  which,  at  the  modest  rate  of  10  per  cent,  amounts  to 
$440,000.  This  bank  has  been  paying  dividends  at  the  rate  of  22 
per  cent  for  the  last  15  years  or  more. 

A  sale  of  the  stock  of  this  bank  having  been  made  about  a  year 
and  a  half  before  it  was  closed,  indicated  that  the  market  value  was 
$1,800  per  share.  The  loss  to  the  stockholders  has  been  at  least, 
on  the  market  value,  $300  per  share,  or  $300,000.  Estimating  the 
loss  on  the  sale  of  the  bank  building  at  $1,500,000;  $240,000  as  interest 
on  deposits;  $440,000  as  dividends;  $300,000  on  market  value  of  the 
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stock;  and  $100,000  estimated  expenses  of  administration — ^we  hare 
no  data  on  which  to  base  that  estimate — it  amounts  in  all  to  $2,- 
780,000  loss  to  the  stockholders,  and  still  there  are  assets  of  this 
bank,  as  I  am  informed  the  estimate  of  the  receiver  in  the  hands  of 
the  comptroller's  department  shows,  of  more  than  $650,000,  and 
every  depositor  paid  his  deposits  in  full.  And,  so  far  as  I  can  get 
any  information,  not  a  dollar  of  Mr.  Thompson's  direct  indebtedness 
has  been  paid  to  the  bank,  and  as  to  the  amount  of  his  indii-ect  in- 
debtedness that  has  been  paid  I  am  unable  to  get  any  definite  infor- 
mation. There  have  been  no  reports  on  the  part  of  the  receiver  or 
comptroller,  so  far  as  I  have  any  information.  The  only  information 
I  was  able  to  get  was  what  I  came  to  Washington  for  personally  last 
November. 

The  Chairman.  Who  was  responsible  for  the  appointment  of  this 
receiver? 

Mr.  Jones.  My  understanding  of  the  law  as  to  this  is  that  Mr. 
Williams  is  wholly  responsible  tor  the  appointment  of  Mr.  Strawn 
as  receiver  of  this  bank. 

Senator  Kj:tes.  May  I  ask  about  the  stock  that  was  hypothecated, 
which  I  understand  you  say  was  worth  $750,000? 

Mr.  Jones.  That  was  the  agreed  price  for  redemption. 

Senator  Keyes.  That  was  a  stock  that  was  marketable.  There 
was  a  demand  for  it,  and  it  could  have  been  disposed  of? 

Mr.  Jones.  There  was  not,  probably,  much  demand  for  that  stock 
at  that  time,  anv  more  than  there  was  for  Mr.  Thompson's  coal 
land.  This  stocK  was  represented  by  coal  lands,  an  acre  of  coaj 
corresponding  to  a  share  of  stork.  But  the  price  agreed  upon  be- 
tween Mr.  Thompson  and  Mr.  Williams  was  $750,000. 

The  Chairman.  Now  you  may  proceed,  Mr.  Jones. 

Mr.  Jones.  I  do  not  know,  Mr.  Chairman,  that  I  would  care  to  go 
into  the  details.  I  covered  these  three  points  that  I  wanted  to 
mention,  the  sale  of  the  bank  building,  the  hypothecation  of  this 
stock,  and  the  effort  of  the  comptroller  to  sell  that  stock,  after,  so 
far  as  we  have  information,  there  was  sufficient  cash  in  hand  to  pay 
all  depositors,  with  interest.  At  least,  this  stock  has  not  yet  been 
sold,  and  all  depositors  have  been  paid  in  cash,  principal  and  interest. 

The  position  of  the  shareholders  is  this,  that  the  Comptroller  of 
the  Currency^  John  Skelton  Williams,  and  his  receiver,  Mr.  Strawn, 
deliberately  attempted  to  limit  the  construction  of  that  agreement 
so  as  to  arrive  at  the  conclusion  that  the  hypothecated  stock  was  to 
insure  onW  Mr.  Thompson's  direct  indebtedness,  which  amounts  to 
one  liundred  and  ninetv-nine  and  some  thousand  dollars,  but  not 
his  indirect  indebtedness,  which  amounts  to  practically  $900,000, 
and  that  the  sale  of  the  bank  building  was  made  at  the  time  it  was 
in  order  to  eliminate  the  second  purpose  for  which  this  stock  was 
hypothecated,  as  expressed  in  the  agreement  between  Mr.  Thompson 
and  Mr.  Williams,  by  which  the  stock  was  actually  delivered  to  Mr. 
Williams.  It  appears  already  that  the  stock  was  delivered,  first,  to 
Mr.  Ryan,  of  the  law  firm  of  McCombs,  Ryan  &  Gordon,  of  New 
York  City ;  and  I  now  offer  in  evidence  the  petition  in  the  court  of 
common  pleas  of  Fayette  County,  Uniontown,  Pa.,  at  No.  744:  in 
Equity,  by  which  it  was  agreed  by  all  parties  in  interest,  and  au- 
thorized by  the  court,  to  be  turned  over  personally  to  Mr.  Williams. 
I  want  to  put  that  in  evidence  to  show  that  Mr.  Williams  has  actual 
possession  of  this  stock. 
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(The  paper  referred  to  is  as  follows:) 

In  the  court  of  common  pleas  of  Fayette  County,  Pa.    Fuller  Hopsett  and  David 
L.  Duur  t\  Josiah  V.  Thompson.    No.  744  In  E3qulty. 

To  the  honorable,  the  judges  of  the  said  court: 

The  petition  of  John  H.  Strawn,  receiver  of  the  First  National  Bank  of  Union- 
town,  Pa.,  respectfully  represents: 

That  the  First  Nati<mal  Bunk  of  Unlontown,  Pa.,  is  a  corporation  created  and 
existing  under  the  laws  of  the  Ignited  States,  having  Its  domicile  in  Unlontown, 
Fayette  County,  Pa.,  and  that  on  or  about  January  18,  1915,  the  Comptroller  of 
the  Currency  of  tlie  United  States  duly  found  said  bank  to  be  insolvent  and 
thereupon  appointe<l  Sherrill  Smith  as  receiver  thereof;  and  afterwards  said 
SherriU  Smith  resigned  as  such  receiver  and  your  petitioner  was,  on  April  15, 
1915,  duly  appointed  receiver  of  said  bank  and  is  now  acting  as  such. 

That  the  defendant  in  the  above-entitled  case  is  indebted  to  said  First  Na- 
tional Bank  of  Uni(mtown,  Pa.,  In  a  large  sum  of  money ;  that  pursuant  to  an 
agreement  previously  made  between  the  Comptroller  of  the  Currency  of  the 
Unlte<l  Statt^s,  John  Skelton  Williams,  and  J.  V.  Thompson,  the  latter,  on  Oc- 
tober 29,  1914,  assigned,  transferred,  and  delivered  to  William  F.  McCombs, 
Frederick  R.  Ryan,  and  Alexander  Gordon,  of  New  York  City,  State  of  New 
York,  partners  doing  business  as  McCombs,  Ryan  &  Gordon,  certificate  No.  4  for 
3,000  shares  of  the  capital  stock  of  the  Liberty  Coal  Co.,  a  West  Virginia  corpo- 
ration, in  the  name  of  said  J.  V.  Thompson,  and  duly  Indorsed  In  blank  by  him, 
and  also  certificate  No.  3  for  7,000  shares  of  the  capital  stock  of  the  Wetssel 
Coal  &  Coke  Co.,  a  like  corporation,  in  the  name  of  said  J.  V.  Thompson  and 
duly  indorsed  by  him,  for  the  purpose  (first)  of  securing  payment  of  all  Indebt- 
edness of  Thompson  to  the  First  National  Bank  of  Unlontown,  Pa.;  (second) 
of  securing  and  protecting  all  depositors  of  said  First  National  Bank  of  Union- 
town,  Pa.,  from  loss;  and  (third)  of  securing  payment  of  notes  of  Thompson  held 
by  other  national  banks ;  that  the  Indebtedness  for  which  said  stock  was  pledged 
as  aforesaid  was  never  fully  paid;  that  for  the  more  convenient  and  eflPectual 
administration  of  the  trust  aforesaid,  said  Thompson,  said  McCombs,  Ryan  & 
Gordon  and  said  comptroller  have  agreed,  subject  to  the  consent  of  the  receivers 
appointed  by  your  honorable  court  In  the  above-entitled  case,  that  said  certifi- 
cates of  stock  shall  be  delivered  by  McCombs,  Ryan  &  Gordon  to  John  Skelton 
Williams,  Comptroller  of  tlie  Currency,  to  be  held  by  the  latter  In  trust  for  the 
purposes  aforesaid ;  it  being  understood  that  in  order  to  give  said  Thompson  a 
reasonable  opportunity  to  readjust  and  rehabilitate  his  financial  affairs,  said 
stocks  shall  not  be  sold,  assigned,  transferred,  converted,  or  otherwise  disposed 
of  by  said  comptroller  prior  to  March  1,  1916,  and  after  the  expiration  of  said 
period  only  when  and  In  such  manner  as  may  be  agreed  upon  by  said  Thompson 
or  his  legal  representatives  and  said  comptroller,  and  In  default  of  such  agree- 
ment when  and  In  such  manner  as  may  be  determined  by  a  court  of  competent 
jurisdiction ;  and  that  said  Thompson  or  his  legal  representatives  shall  have  the 
right  to  redeem  said  stock  at  any  time  In  the  Interim  on  the  payment  of  a  sum 
not  exceeding  $750,000. 

Your  petitioner  further  shows  that  It  Is  for  the  Interests  of  the  creditors  that 
the  stocks  aforesaid  shall  be  transferred  to  the  CJomptroller  of  the  Currency  to 
be  held  by  him  In  trust  for  the  purposes  and  under  the  terms  aforesaid,  but  that 
the  receivers  of  said  J.  V.  Thompson,  appointed  by  your  honorable  court,  have 
refused  to  consent  thereto  without  the  authority  of  your  honorable  court. 

Therefore  your  petitioner  prays  that  your  honorable  court  will  by  its  order 
authorize  and  empower  the  receivers  heretofore  appointed  In  the  above  entitled 
case  to  consent  and  agree  to  the  transfer  of  the  certificates  of  stock  hereinbefore 
mentioned  by  said  McCbmbs,  Ryan  &  Gordon  to  John  Skelton  Williams,  Comp- 
troller of  the  Currency  of  the  United  States,  to  be  held  by  the  latter  in  trust  for 
the  purposes  and  upon  the  terms  hereinbefore  mentioned,  and  for  such  other 
relief  as  may  be  proper. 

John  H.  Stbawn, 
Receiver  of  the  First  National  Bank  of  Uniontown,  Pa. 

John  S.  Wendt, 

Steblino,  Hiobee  &  Matthews, 

Solicitors  for  Receiver. 

We,  McCombs,  Ryan  &  Gordon,  hereby  join  in  the  foregoing  petition  and  in 

the  prayer  thereof. 

McCToMBS,  Ryan  &  Gordon. 
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I,  John  Skelton  Williams,  Comptroller  of  the  Currency  of  the  United  States, 
hereby  join  in  the  foregoing  petition. 

John  Skelton  Williams, 
Comptroller  of  the  Cuirency. 

COMMOIVWKALTH  OF  PENNSYLVANIA, 

County  of  Fayette,  ss : 

Before  me,  the  undersigned  authority,  personally  appeared  John  H.  Strawn, 
who,  being  first  duly  sworn  according  to  law,  deposes  and  says: 

I  am  receiver  of  the  First  National  Bank  of  Unlontown,  Pa.,  and  the  facts  set 
forth  in  the  foregoing  petition  are  true  and  correct,  as  I  am  informed  and  verily 
believe. 

John  H.  Stbawn. 

Sworn  to  and  subscribed  before  me  this  14th  day  of  May,  A.  D.  1915. 

Chables  T.  Cramer, 

Notary  Public, 

Between  Fuller  Hogsett  and  David  L.  Durr,  plaintiffs,  and  Joslah  V.  Thompson, 
defendant  In  the  Court  of  Common  Pleas  of  Fayette  County.  No.  744  in  Equity. 
And  now,  May  29,  1915,  come  John  H.  Strawn,  receiver  of  the  First  National 
Bank  of  Uniontown,  Pa.,  and  presents  his  petition  praying  the  court  to  authorize 
and  empower  the  receivers  of  the  defendant  to  consent  and  agree  to  the  trans- 
fer of  certain  certificates  of  stock  now  in  the  possession  of  McCombs,  Ryan  & 
Gordon,  to  John  Skelton  Williams,  Comptroller  of  the  Currency  of  the  United 
States,  to  be  held  by  the  latter  in  trust  for  certain  purposes  and  upon  certain 
terms  set  forth  in  the  said  petition,  and  it  being  made  to  appear  that  the  said 
McCombs,  Ryan  &  Gordon,  Join  in  the  said  petition  and  in  the  prayer  thereof, 
and  that  the  said  John  Skelton  Williams,  Comptroller  of  the  Currency  of  the 
United  States,  Joins  in  the  prayer  of  the  petition,  and  the  said  Joslah  V.  Thomp- 
son having  filed  answer  to  the  petition  admitting  the  truth  of  the  allegations  of 
the  petition  and  Joining  in  the  prayer  thereof,  and  J.  P.  Brennen,  Andrew  A. 
Thompson,  having  filed  their  answer  admitting  the  allegations  of  the  petition 
and  Joining  in  the  prayer  thereof,  the  court  do  find  that  the  allegations  of  the 
petition  are  true,  and  accordingly  do  adjudge  and  decree  thnt  the  said  J.  P. 
Brennen,  Andrew  A.  Thompson,  and  W.  G.  Laidley,  receivers  of  the  said  Joslah 
V.  Thompson,  be  and  hereby  they  are  authorized  and  empowered  to  consent  and 
agree  to  the  transfer  and  delivery  by  William  F.  McCombs,  Frederick  R.  Ryan, 
and  Alexander  Gordon,  of  New  York  City,  partners  doing  business  as  McCombs, 
Ryan  &  Gordon,  of  certificate  No.  4  for  3,000  shares  of  the  capital  stock  of  the 
Liberty  Coal  Co.,  a  West  Virginia  corporation,  in  the  name  of  the  said  J.  V. 
Thompson,  and  duly  indorsed  in  blank  by  him,  and  also  of  certificate  No.  3  for 
7,000  shares  of  the  capital  stock  of  the  Wetzel  Coal  &  Coke  Co.,  a  like  corpora- 
tion, in  the  name  of  said  J.  V.  Thompson,  and  duly  indorsed  by  him,  to  John 
Skelton  Williams,  Comptroller  of  the  Currency  of  the  United  States,  to  be 
held  by  the  said  Williams  for  the  purpose,  (1)  of  securing  payment  of  all  in- 
debtedness of  said  Thompson  to  the  First  National  Bank  of  Uniontown,  Pa.; 
(2)  of  securing  and  protecting  all  depositors  of  said  First  National  Bank  of 
Uniontown,  Pa.,  from  loss,  and  (3)  of  securing  payment  of  notes  of  said  Thomp- 
(jon  held  by  other  national  banks,  with  the  understanding,  however,  that  the 
said  stocks  shall  not  be  sold,  assigned,  transferred,  converted,  or  otherwise  dis- 
posed of  by  said  comptroller  prior  to  March  1,  1916,  and  after  the  expiration  of 
said  period,  only  when  and  in  such  manner  as  may  be  agreed  upon  by  said 
Thompson,  or  his  legal  representatives,  and  said  comptroller,  and  in  default  of 
such  agreement,  when  and  in  such  manner  as  may  be  determined  by  a  court  of 
competent  Jurisdiction;  and  that  said  Thompson,  or  his  legal  representatives, 
shall  have  the  right  to  redeem  said  stocks  at  any  time  in  the  interim,  on  the 
payment  of  a  sum  not  exceeding  $750,000. 

J.  Q.  Van  Sweabinoen, 

President  Judge, 

Attest: 

Wm.  McClelland, 

Prothonotary, 

Mr.  JoNBS.  I  came  to  Washington  in  November.  1918,  having 
attempted  to  intervene  in  the  equity  case  filed  by  the  comptroller 
the  spring  before,  which  had  gone  to  hearing,  a  decree  made,  and  is 
now  pendmg  on  appeal  to  the  circuit  court  for  the  purpose  of  getting 
a  meeting  of  the  shareholders  and  the  election  of  a  liquidating  agent. 
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<  The  paper  referred  to  is  a<  follows : » 

In  the  ttiurt  t»f  •'••uinh'ii  Y»\*-i\'i  *•{  Fareae  t**»uL;y.  Va.    Fuller  HopAett  and  Iiavid 
I-^  l»mir  r.  Jusiiih  V.  Th'»iii]»<iiii.     Ni^.  744  in  f^iuirr. 

To  th*    hoHornhh .  th»    iwfff*  of  thf  *ni*i  r^jurt: 

TTiH  r«'rltiiiii  i.if  J«ilin  H.  StrawTi.  rv^iwr  ••f  the  Firsi  Nmiiinal  Bank  of  I'nion- 
U«wii.  Pa.,  resiit-i-t fully  n-i'n-sw-iiis: 

That  ihtf  Fir<t  National  Itiink  of  rninrxiMwn.  l*a..  U  a  <.>«r|¥[>raiiOD  created  and 
exist  in::  iimler  the  iuws  *•{  tl.*'  I'liiii^!  Statt>!^.  Iia^imr  its  tlomieile  in  Unlonto^sm. 
Fayetttf  O'unty.  I*a..  ai;'l  iliat  **\\  ^r  ::t*..ut  January  1>.  ISiri,  the  O^niptniller  of 
thf  Turivn^'y  •»!  thi-  I'liit**!  S'a^^-^  tjuly  founil  s:in!  hank  u*  be  infttlvent  and 
ihereur«>n  jiiii«»init.»il  Sh»*rrill  Smith  :is  iwiv.-r  ilw*r»-i»f :  and  afterwards  said 
Sherrill  :fmiTh  ivsizne*!  as  su<-h  TVi>'iver  ami  yr»ur  |«iiTi«iner  wa«w  on  April  15. 
191. ~».  iluly  aii|M.iintHil  ixx-iver  'tf  said  hank  and  U  unw  acting  a»  such. 

Tliat  the  dffeni.laz'ii  in  th^*  itJ""»vt*-entitii"«l  i^as*^  :<  in>M>retl  ti»  svid  Flrsr  Na- 
ti«inal  l>arik  ••f  rrii«>iit..\vL.  I*:i..  In  a  Inr^e  sum  ••f  u^^ney:  that  pursuant  to  an 
affiv^ment  i»re*ii«us!y  iiiadf  f*?twvt»n  the  t'liniptniHer  **f  the  tSirreucy  of  the 
rniT«:^l  Sfsitt^s.  Jiihn  Skeiii»n  Wiriains.  au'l  J.  V.  Thuuii^m.  the  laiier.  on  Oc- 
tiibc*r  *^.  1914.  assist t^l.  transferrvi!.  and  delivere^l  !■»  William  F.  McCombs, 
Fretleriek  K.  ISyan.  ami  .Vlexan*!iT  i««D!iin.  of  New  Yt»rk  Ciiy.  State  of  New 
York.  |«anners  •!.»in::  liu#in»-ss  as  Mh"  •nihs.  Kyan  &  i^onlon.  ceniflcate  No.  4  for 
3.«"ii«>  shares  itf  the  t.-aiiital  s:ii.*k  "f  the  I.ilierty  <.'««1  0\.  a  West  Vir^dnia  corpo- 
ration, in  the  name  *.*i  s:iid  .1.  V.  Th«im|'«s*»n.  ani]  duly  inihtr«ei1  in  Mank  by  him, 
and  als«>  oTtiiii-att.'  Nn.  3  fi<r  T.<""»  »haivs  of  the  capital  sti^ck  nf  the  Wetzd 
C<4il  ^  (%ikf  Cii..  a  like  i>*ri''*ra^i'^u.  in  the  luime  of  j«id  J.  V.  Thompflttn  and 
duly  indt>rs«nl  hy  him.  for  the  pun***^^  (first »  Mf  se^-urios  payment  of  all  iudebt- 
eflne:si«  of  Thtmiiison  i«^  the  Finct  National  Bank  of  t'niontown.  Pa.:  (second) 
of  securin-^  and  pD»teitin£  all  depositors  nf  said  First  National  Bank  of  Tn ion- 
town.  Pa.,  friim  li>ss :  u\\\\  \  thiitl  i  of  se^-urin^  r^ayiuent  nf  notes;  of  Thompson  held 
hy  Mtber  national  hanks:  that  the  indehtetino^i^i  for  which  said  stix'k  was  pledged 
as  afores;iid  was  never  fully  iiaid :  that  fnr  the  imtre  o^nvenient  and  effectual 
administration  «»f  the  trust  afores;iid.  saiil  ThompAm.  «aid  McCombs,  Hyan  & 
i^ftnlon  and  said  it-kinptmller  have  ain-ee^l.  suhjei-t  to  the  consent  of  the  recelTers 
ap(ki.iinte«]  hy  your  htinoral'ie  O'urt  in  the  alH>ve-eutitled  cii»>.  that  said  certlfi- 
«^tes  of  stock  shall  Ih^  delivere«l  lo-  !kU'«^timbs.  Ryan  Jc  Gonhm  to  John  Skelton 
Williams,  Corajiindler  of  the  Currency.  X**  l*e  held  hy  the  latter  in  trust  for  the 
pun^ises  aforesaid :  it  InMn^  undorst«^>i  that  in  onier  to  grive  said  Thompson  a 
reasonable  op|-«>rt unity  to  readjust  and  rehabilitate  his  tinamial  afCairSt  said 
stiKrks  shall  not  be  sold,  assicnetl.  transferre«l.  conveneil.  or  otherwise  disposed 
of  hy  said  comptroller  prior  \**  March  1.  191C.  and  after  the  eacpiration  of  said 
period  only  when  anfl  in  such  manner  as  may  fn?  agreed  up^m  by  said  Thompson 
ur  his  lesral  repres^*ntatives  and  said  ci^mptmller.  and  in  default  of  such  agree- 
ment wlien  and  in  such  manner  as  may  ht*  detenu iiietl  by  a  i'ourt  of  com|ieteDt 
Jurisdioticm ;  and  that  said  Thomi^m  or  his  lopil  rei^resentatives  shall  have  tlie 
rifrht  to  reileem  s:iid  stcvk  at  any  time  in  the  interim  on  the  payment  of  a  sum 
not  exceed Inz  $7.Vi.«>X>. 

Yiiur  petitioner  further  shows  that  it  is  fi>r  the  interests  of  the  creditors  that 
the  stocks  aforesaid  shall  l»e  transforreii  ti»  the  Comptroller  of  the  Currency  to 
be  held  hy  him  in  trust  for  tht*  pur|H>si's  and  under  the  terms  afoivsaid.  but  that 
the  receivers  of  siiid  .T.  V.  Thompstm.  apiH«inted  hy  your  hiniorahle  court,  have 
refuse<i  to  ci»ii.seni  thereto  without  the  authority  of  your  honorable  court- 
Therefore  your  fit^tit loner  prays  that  your  honondde  ci>urt  will  by  its  order 
authorize  anti  enui*»wer  the  nH\»ivers  heretofore  appi^inted  in  the  above  entitled 
c;ise  to  consent  and  a;n-ee  to  t!»e  transfer  of  the  ct»rtificates  of  st«>ok  hereinbefore 
mentiomnl  hy  ssiid  Mi-^;*imhs.  Ilyan  Jt  iiordon  to  John  Skelton  Williams.  Comp- 
troller of  the  Current 'y  of  the  I'nitt^tl  States,  to  he  held  by  the  latter  In  trust  for 
the  puriH^ses  and  up*>n  the  terms  herelnlH»f«ire  mentioneil.  and  for  such  other 
relief  as  may  he  pn>per. 

John  H.  Straw n, 
Kwiii'Kr  *tf  the  Fir^t  yntinnal  iinnk  of  Vniontown,  Pa. 

John  S.  WENtn*. 

Sterung.  H  10 REE  Jt  Matthews. 

»>'«i?ici7*»rj*  for  Rt'fvirrr. 

We.  Mc<?oml»s.  Ryan  4t  Gordon,  hereby  join  in  the  foreisoing  petition  and  in 

the  prayer  thereof. 

MitToMBs,  Hyan  &  Gordon. 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  270 

I,  John  Skeltou  Williams,  Comptroller  of  the  Currency  of  the  United  States^ 
hereby  join  in  the  foregoing  petition. 

John  Skelton  Williams. 
Comptroller  of  the  Currency. 
Commonwealth  of  Pennsylvania, 

County  of  Fayette^  as : 

Before  me,  the  undersigned  authority,  personally  appeared  John  H.  Strawn^ 
who,  being  first  duly  sworn  according  to  law,  deposes  and  8ay9: 

I  am  receiver  of  the  First  National  Bank  of  Unlontown,  Pa.,  and  the  facts  set 
forth  in  the  foregoing  petition  are  true  and  correct  as  I  am  informed  and  verily 
believe. 

John  H.  Stbawn. 

Sworn  to  and  subscribed  before  me  this  14th  day  of  May,  A.  D.  1915. 

Charles  T.  Crameb, 

Notary  Public. 

Between  Fuller  Hogsett  and  David  L.  Durr,  plaintiffis,  and  Josiah  V.  Thompson, 
defendant.  In  the  Court  of  Common  Pleas  of  Fayette  County.  No.  744  in  Equity. 
And  now,  May  29,  1915,  come  John  H.  Strawn,  receiver  of  the  First  National 
Bank  of  Uniontown,  Pa.,  and  presents  his  petition  praying  the  court  to  authorize 
and  empower  the  receivers  of  the  defendant  to  consent  and  agree  to  the  trans- 
fer of  certain  certificates  of  stock  now  in  the  possession  of  McCombs,  Ryan  & 
Gordon,  to  John  Skelton  Williams,  Comptroller  of  the  Currency  of  the  United 
States,  to  be  held  by  the  latter  in  trust  for  certain  purposes  and  upon  certain 
terms  set  forth  in  the  said  petition,  and  it  being  made  to  appear  that  the  said 
McCombs,  Ryan  &  Gordon,  join  in  the  said  petition  and  in  the  prayer  thereof, 
and  that  the  said  John  Skelton  Williams,  Comptroller  of  the  Currency  of  the 
United  States,  joins  in  the  prayer  of  the  petition,  and  the  said  Josiah  V.  Thomp- 
son having  filed  answer  to  the  petition  admitting  the  truth  of  the  allegations  of 
the  petition  and  joining  in  the  prayer  thereof,  and  J.  P.  Brennen,  Andrew  A. 
Thompson,  having  filed  their  answer  admitting  the  allegations  of  the  petition 
and  joining  in  the  prayer  thereof,  the  court  do  find  that  the  allegations  of  the 
petition  are  true,  and  accordingly  do  adjudge  and  decree  that  the  said  J.  P. 
Brennen,  Andrew  A.  Thompson,  and  W.  G.  Laidley,  reqeivers  of  the  said  Josiah 
V.  Thompson,  be  and  hereby  they  are  authorized  and  empowered  to  consent  and 
agree  to  the  transfer  and  delivery  by  William  F.  McCombs,  Frederick  R.  Ryan, 
and  Alexander  Gordon,  of  New  York  City,  partners  doing  business  as  McCombs, 
Ryan  &  Gordon,  of  certificate  No.  4  for  3,000  shares  of  the  capital  stock  of  the 
Liberty  Coal  Co.,  a  West  Virginia  corporation,  in  the  name  of  the  said  J.  V. 
Thompson,  and  duly  indorsed  in  blank  by  him,  and  also  of  certificate  No.  3  for 
7,000  shares  of  the  capital  stock  of  the  Wetzel  Coal  &  Coke  Co.,  a  like  corpora- 
tion, in  the  name  of  said  J.  V.  Thompson,  and  duly  indorsed  by  him,  to  John 
Skelton  Williams,  Comptroller  of  the  Currency  of  the  United  States,  to  be 
held  by  the  said  Williams  for  the  purpose,  (1)  of  securing  payment  of  all  in- 
debtedness of  said  Thompson  to  the  First  National  Bank  of  Uniontown.  Pa.; 
(2)  of  securing  and  protecting  all  depositors  of  said  First  National  Bank  of 
Uniontown,  Pa.,  from  loss,  and  (3)  of  securing  payment  of  notes  of  said  Thomp- 
son held  by  other  national  banks,  with  the  understanding,  however,  that  the 
said  stocks  shall  not  be  sold,  assigned,  transferred,  converted,  or  otherwise  dis- 
posed of  by  said  comptroller  prior  to  March  1,  1916,  and  after  the  expiration  of 
said  period,  only  when  and  in  such  manner  as  may  be  agreed  upon  by  said 
Thompson,  or  his  legal  representatives,  and  said  comptroller,  and  in  default  of 
such  agreement,  when  and  in  such  manner  as  may  be  determined  by  a  court  of 
competent  jurisdiction;  and  that  said  Thompson,  or  his  legal  representatives, 
shall  have  the  right  to  redeem  said  stocks  at  any  time  in  the  interim,  on  the 
payment  of  a  sum  not  exceeding  $750,000. 

J.  Q.  Van  Sweabinqen, 

President  Judge. 
Attest : 

Wm.  McClelland, 

ProtJionotary. 

Mr.  Jones.  I  camo  to  Washington  in  November,  1918,  having 
attempted  to  intervene  in  the  equity  case  filed  by  the  comptroller 
the  spring  before,  which  had  gone  to  hearing,  a  decree  made,  and  is 
now  penoing  on  appeal  to  the  circuit  court  for  the  purpose  of  getting 
a  meeting  o?  the  shareholders  and  the  election  of  a  Wojoa^'sAaxv^  ^^^t^^ 
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in  order  that  these  stockholders  might  be  in  a  position  to  l>e  lieard  in 
court,  that  they  might  be  in  a  position  to  be  made  parties  defendant 
in  that  proceeding.  I  have  been  endeavoring  for  the  last  eight 
months  to  have  this  done,  and,  as  I  said,  I  was  before  this  committee 
on  the  8th  and  9th  of  this  month.  I  had  not  been  able  up  to  that 
time  to  get  any  action  on  the  part  of  the  comptroller's  office  with 
refei-ence  to  fixing  a  bond  or  fixing  a  date  for  this  shareholders' 
meeting.  I  left  Washington  on  the  evening  of  the  9th  of  July,  1919, 
arrived  at  home  in  my  office  about  9.30  in  the  morning  of  the  10th, 
and  on  my  desk  I  found  the  following  letter : 

July  8,  1919. 
Bfr.  E.  F.  Jones, 

Attorney,  Uniontoum,  Pa, 

Dear  Sir  :  Your  letter  addressed  to  the  Comptroller  of  the  Currency  for  my 
attention  was  forwarded  to  me,  and  on  account  of  a  washout  In  the — 

Probably  the  name  of  some  railroad — 

was  delayed  in  reaching  me  l>efore  I  left  my  home  in  Virginia,  and  it  has  Just 
been  received.    You  are  advised  that  the  shareholders*  bond  has  been  fixed  at 
$150,000.  and  that  the  papers  are  being  prepared  for  the  election  of  sharehold- 
ers* agents,  to  take  place  on  August  15,  30  days*  notice  being  required. 
Yours,  truly, 

B.  F.  Buchanan. 

The  Chairman.  What  was  the  date  of  your  letter  to  him  which 
was  lost  or  delayed? 

Mr.  Jones.  I  had  wired  the  comptroller,  for  the  attention  of  Mr. 
Buchanan,  that  I  was  coming  to  Washington  to  see  him,  as  to  whether 
or  not  I  might  make  an  engagement.  On  June  25  I  received  the  fol- 
lowing telegram : 

Your  letter  June  23.  Mr.  Buchanan  plans  to  be  office  Thursday.  Can  be  seen 
as  late  as  4.30. 

That  is  dated  June  25,  1919.  I  came  to  Washington,  and  Mr. 
Buchanan  was  not  in.  I  made  an  effort  to  see  Mr.  Williams  at  that 
time,  and  the  young  man  in  the  office  of  Mr.  Buchanan  went,  appar- 
ently, to  Mr.  Williams's  office  and  canie  back  and  told  me  that  he 
would  see  me  in  a  little  while,  and  I  waited  probably  half  an  hour  or 
three-quarters  of  an  hour,  and  then  the  young  man  again  made 
inquiry,  and  was  advised  that  Mr.  Williams  was  engaged  in  a  very 
important  railroad  conference  and  could  not  likely  be  seen  that  even- 
ing. *  I  could  not  stay  over. 

So,  on  June  30,  1919, 1  wrote  as  follows: 

Hon.  John  S.  Williams, 

Washington f  D,  C. 

I  presumed  this  was  for  the  attention  of  Mr,  Buchanan,  too.  I  do 
not  recall  as  to  that. 

Dkar  Sir  :  I  regret  not  being  able  to  see  you  on  acc*ount  of  your  absence  from 
the  city  last  Thursday,  and  trust  that  I  may  hear  from  you  immecHately  with 
reference  to  the  fixing  of  the  bond  in  connection  with  the  election  of  a  liquidat- 
ing agent  for  tlie  First  National  Bank  of  Vniontown,  Pa.  If  there  are  any  de- 
velopments since  I  last  talked  to  you  preventing  this  l>eing  done,  I  should  be 
pleased  to  have  you  write.  We  would  like  very  much  to  have  an  understanding 
just  as  soon  as  possible  as  to  the  amount  of  this  bond. 

The  Chaikman.  That  was  June  30? 

Mr.  Jones.  June  30.     I  had  no  reply  whatever  from  that  until  1 
went  home  after  bein^  before  this  committee  on  the  8th  and  9th. 
The  Chairman.  That  was  the  letter  that  was  delayed? 
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Mr.  Jones.  Apparently.  So  far  as  I  recall,  I  wrote  no  later  letter 
than  that  between  June  30  and  tlie  date  of  this  lett^'  of  Mr.  Buch- 
anan's on  the  8th. 

On  the  first  visit  I  made  to  Washington  to  see  the  comptroller  I 
wired  him  from  Harrisburg,  seeking  to  make  an  engagement,  and 
received  the  following  reply : 

A.  E.  Jones, 

HarrUburg,  Pa, 

The  Chairman.  Give  the  dates,  please. 
Mr.  Jones.  November  25,  1918. 

A.  E.  Jones, 

HarrUlHtrg,  Pa. 

Comptroller  WiUlams  out  of  city  for  a  few  days.  Do  yon  wish  to  see  him 
on  railroad  or  bank  matter? 

O.    W.    BiBCKHEAD, 

Secretary,  to  the  CemptroUer, 

The  query  I  submit  is  this,  Whether  or  not  Mr.  Williams  is  honestly, 
properly,  and  fairly  administering  the  affairs  of  this  bank,  properly 
guarding  the  interests  of  all  parties? 

The  Chairman.  When  was  the  receiver  appointed  ? 

Mr.  Jones.  The  temporary  receiver,  as  I  understand,  took  charge 
of  the  bank  January  19,  1916. 

The  Chairman.  And  when  did  you  make  your  first  effort  to 
intervene? 

Mr.  Jones.  That  was  when  he  filed  his  suit  in  equity.  He  filed 
his  suit  in  equity  within  a  few  days  after  he  sold  the  bank  building, 
which  was  February  23,  1918,  and  within  a  few  days  after  that  he 
filed  his  bill  in  equity  to  sell  this  stock,  and  I  presented  a  petition  to 
intervene  within  a  few  days  of  March  21, 1918. 

The  Chairman.  March  21,  1918? 

Mr.  Jones.  Yes. 

The  Chairman.  Then  you  made  no  effort  from  1915  up  to  1918 
to  intervene? 

Mr.  Jones.  No  effort  was  made  on  the  part  of  the  comptroller  to 
dispose  of  the  assets  of  the  bank  that  affected  the  stockholders  until 
he  sold  the  bank  building. 

The  Chairman.  What  were  the  conditions  of  the  assets  at  the  time 
he  took  the  bank  compared  with  the  condition  of  the  assets  when  you 
asked  to  intervene? 

Mr.  Jones.  We  have  no  knowledge,  because  there  have  never 
been  any  reports  made  as  to  the  condition  of  the  bank  or  as  to  its 
management. 

The  Chairman.  There  are  three  years,  as  I  understand  you  ? 

Mr.  Jones.  Yes. 

The  Chairman.  The  comptroller  made  no  report,  nor  did  the 
receiver  ?  ' 

Mr.  Jones.  There  never  has  been  any  report  yet.  That  is,  the 
stockholders  and  other  parties  interested  have  no  information  as  to 
what  constitute  the  assets  of  $675,000. 

The  Chairman.  Were  you  representing  the  stockholders  during 
this  period? 

Mr.  Jones.  No.  The  stockholders  were  not  active  until  they 
undertook  to  sell  the  bank  building. 

Senator  Caij)er.  Has  the  bank  building  been  sold? 
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Mr.  Jones.  Yes,  sir. 

Senator  Calder.  What  did  it  bring? 

Mr.  Jones.  $760,000. 

Senator  Calder.  Was  that  a  good  price  for  it? 

Mr.  Jones.  It  was  appraised  by  a  competent  engineer  at  that  time, 
so  I  have  been  told,  and  the  amount  was  published  in  the  newspapers 
at  $1,820,000. 

The  Chairman.  You  asked  to  intervene  in  1918? 

Mr.  Jones.  1918. 

The  Chairman.  Did  you  have  any  hearing  before  the  judge? 

Mr.  Jones.  We  did.  At  that  hearing  Mr.  Wendt,  Mr.  Williams's 
attorney,  opposed  my  intervening.  I  went  to  Pittsburgh  and 
attempted  to  present  my  petition,  but  Mr.  Wendt  was  at  Atlantic 
City,  and  I  was  oblifi:ed  to  wait  a  week  or  so  until  he  returned,  and 
when  he  came  back  he  and  I  went  before  the  court  in  an  effort  to 
have  the  court  make  an  order  allowing  these  stockholders,  I  at  that 
time  representing  all  with  the  possible  exception  of  one,  to  intervene. 

The  Chairman.  Have  you  a  finding  of  the  court  giving  his  reasons 
for  declining? 

Mr.  Jones.  He  just  simply  refused  to  allow  me  to  file  my  petition, 
on  the  ground,  as  stated  orally,  that  Mr.  Strawn  represented  my 
clients,  as  receiver,  he  having  been  made  a  defendant  in  the  case,  of 
course ;  and  from  a  legal  standpoint  that  was  true. 

The  CHAiR3f  AN.  Was  there  any  memorandum  of  that  decision  ? 

Mr.  Jones.  Absolutely  not,  because  the  court  refused  to  allow  me  to 
file  my  petition.    * 

The  Chairman.  That  the  receiver  represented  the  stockholders, 
and  therefore  you  had  no  standing? 

Mr.  Jones.  Had  no  standing. 

The  Chairman.  What  was  your  next  move  ? 

Mr.  Jones.  Mr.  Wendt  at  that  time  promised  me,  in  the  presence 
of  Judge  Orr,  that  he  would  notify  me  of  the  time  of  the  hearing  on 
that  bill  so  that  I  could  attend  and  protect  my  clients'  interests,  or 
at  least  see  that  their  interests  were  not  jeopardized.  He  did  hot 
do  that.  I  have  not  examined  the  docket  entries  of  that  case  since, 
but  have  been  told  that  the  decree  has  been  entered.  As  to  what  it 
was  I  do  not  know.  The  matter  is  now  pending  on  an  appeal  before 
the  circuit  court. 

The  Chairman.  Then  you  waited  imtil 

Mr.  Jones.  November,  when  I  came  to  Washington  to  get  what 
information  I  could  in  order  that  I  might  get  in  a  position,  or  get 
the  shareholders  in  a  position,  where  they  might  intervene,  and  where 
they  could  take  such  steps  as  possible  to  protect  their  interests. 

The  Chairman.  You  got  no  satisfaction  whatever  at  that  time? 

Mr.  Jones.  I  have  been  endeavoring  to  get  that  from  last  Novem- 
ber until  the  present  time. 

The  Chairman.  What  efforts  have  you  made  since  November? 

Mr.  Jones.  I  have  been  to  Washington  three  or  four  times,  maybe 
six  times,  and  I  have  had  some  correspondence. 

I  wrote  the  department  probably  about  the  middle  of  June,  possibly 
from  Springfield,  Mass.  I  was  up  in  Massachusetts  going  from 
Mount  Holyoke  College  to  Boston,  and  while  I  was  waiting  Mtween 
trains  I  wrote  a  letter  to  the  department  making  practically  the  same 
request  as  was  made  in  my  letter  of  June  30,  but  I  kept  no  copy  of 
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that  letter.  I  had  no  reply  acknowledging  the  receipt  of  that  letter  or 
any  satisfaction. 

The  Chairman.  But  you  get  an  appointment  June  23? 

Mr.  Jones.  I  made  an  appointment  by  telegram.  When  I  arrived 
here  he  was  not  in  the  city. 

Tlie  Chairman.  And  vou  did  not  meet  him? 

Mr.  Jones.  No,  sir. 

Tlie  Chairman.  Then  you  appeared  before  the  conmiittee,  as  I 
understand  you? 

Mr.  Jones.  I  came  here  just  to  see  what  the  situation  was  at  the 
meeting  of  the  committee  on  the  8th  and  9th.  I  came  to  Washington 
and  went  to  the  committee  room  of  the  committee  of  the  last  Con- 
gress having  this  matter  in  charge,  and  was  told  by  the  attendant 
Uiat  unless  I  agreed  to  be  a  witness  I  would  not  be  permitted  to 
attend  the  sessions  of  the  committee. 

The  Chairman.  Who  told  you  that? 

Mr.  Jones.  The  attendant  at  the  door;  and  on  account  of  not 
wanting  to  conmiit  myself  to  be  a  witness  at  that  time  I  did  not  agree 
to  that  proposition  and,  consequently,  did  not  get  to  attend  the 
committee  of  the  last  Congress  having  this  same  matter  under  con- 
sideration, as  I  am  advised. 

The  Chairman.  Can  >;ou  give  the  committee  any  definite  and  re- 
liable statement  indicating  the  values  of  these  properties  at  the 
present  time? 

Mr.  Jones.  I  talked  to  a  man  yesterday  with  reference  to  the  value 
of  this  coal  stock,  10,000  shares,  and  he  told  me  that  in  his  judgment 
it  was  mighty  good  coal,  and  worth,  par  value,  $100  a  share.  It 
would  be  worth  $1,000,000. 

The  Chairman.  What  did  you  say  the  bank  building  is  worth? 

Mr.  Jones.  I  think  the  bank  building  is  worth  anywhere  from 
$1^50,000  to  $1,500,000.  That  is,  this  engmeer  said  it  could  not  be 
built  to-day 

The  Chairman.  You  say  it  was  sold^for  $700,000? 

Mr.  Jones.  $700,000.  ^ 

Senator  CAii>£R.  The  title  has  passed  lo  the  new  owner? 

Mr.  Jones.  The  title  has  passed  to  the  new  owner. 

Senator  Calder.  Was  that  disposed  of  by  private  sale  ? 

Mr.  Jones.  No,  sir ;  public  sale  under  the  proceedings  of  the  court- 

The  Chairman,  How  did  it  come  to  go  for  that  smn  of  money  if 
it  was  worth  a  million  and  a  half? 

Mr.  Jones.  It  is  just  like  coal  lands.  It  was  so  large  and  so  much 
money  involved  that  there  was  just  one  man  in  our  community  who 
was  able  to  save  the  day.  It  was  generally  rumored  that  the  build- 
ing would  be  sold  for  $500,000,  and  thei-e  were  certain  rumors  about 
who  was  to  buy  it;  but  as  to  that,  they  were  only  rumors,  and  I 
would  not  ask  the  committee  to  investigate  unless  it  wants  to.  If  the 
committee  wants  to  investigate  I  will  give  them  the  names  of  the 
people  who  were  supposed  to  be  the  purchasers. 

Senator  Calder.  Did  the  receiver  of  the  bank  live  in  your  city  ? 

Mr.  Jones.  He  has  been  in  charge  of  this  bank  four  years.  Prior 
to  that  he  lived  at  Waynesburg  and  was  in  charge  of  a  bank  as  re- 
ceiver in  Waynesburg.  I  do  not  know,  prior  to  the  time  he  took 
charge  of  the  Waynesourg  bank,  where  his  home  was. 

Senator  Calder.  Has  he  been  officially  connected  with  the  comp- 
troller's office  here? 
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Mr.  Jones.  I  do  not  know  that  he  ever  was  prior  to  the  time  he 
was  appointed  receiver  of  the  bank  at  Waynesbiirg.  Wliether  he 
was  a  bank  examiner  or  not  I  do  not  know. 

The  Chairman.  Have  you  taken  an  appeal  from  the  decision  of 
the  court  in  declining  to  let  you  intervene? 

Mr.  Jones.  I  do  not  believe  I  could.  I  think  that  would  be  merely 
an  interlocutory  decree.  There  is  no  question,  Mr.  Chairman,  so  far 
as  the  legal  proposition  is  concerned.  Judge  Orr  said  to  me  at  the 
time  of  the  presentation  of  this  petition  that  if  we  would  attack  the 
receiver  of  the  bank  and  show  anv  unfairness  or  dishonestv  on  his 
part,  he  would  allow  us  to  intervene,  but  I  said  to  him  that  we  did 
not  choose  to  do  that.  I  said,  "  Mr.  Strawn  has  charge  of  the  bank 
and  we  do  not  choose  to  incur  his  enmity  in  attacking  him.^ 

The  Chairman.  Why  not,  if  you  were  going  to  save  $2,000,000? 

Mr.  Jones.  The  bank  building  had  already  been  sold. 

The  Chairman.  It  was  too  late? 

Mr.  Jones.  It  was  too  late  as  far  as  the  bank  building  was  con- 
cerned; and  the  only  question  now  is  the  value  of  this  coal  stock  and 
whether  or  not  it  is  to  be  sold.  Wlien  I  learned  that  an  appeal  was 
to  be  taken  in  the  case  I  made  sj^ecific  inquiry  as  to  that,  and  when  I 
learned  that  an  appeal  was  to  be  taken 

The  Chairman.  By  whom?     Make  that  clear. 

Mr.  Jones.  I  made  inquiry  of  the  attorney  for  the  trustees  of  Mr. 
Thompson,  and  they  are  parties  defendant  in  the  equity  case,  and 
being  advised  by  the  attorney  for  the  Thompson  trustees  that  an 
appeal  would  be  taken,  I  die!  not  press  my  petition  to  intervene 
further,  because  I  expected  that  the  bank  would  be  out  of  the  hands 
of  the  receiver  before  that  appeal  would  be  decided. 

The  Chairman.  Was  the  appeal  taken,  and  was  it  decided? 

Mr.  Jones.  No,  sir:  the  appeal  is  still  pending. 

The  Chairman.  What  question  was  involved  in  the  appeal? 

Mr.  Jones.  I  am  not  advised.  As  I  said,  that  record  is  in  the 
hands  of  the  appellate  couil  and  its  office  is  in  Philadelphia,  and  that 
is  one  reason  why  I  do  not  kfeow. 

The  Chairman.  Can  you  get  the  committee  a  copv  of  that  letter? 

Mr.  Jones.  I  will.  That  is  one  reason  why  I  made  the  request  of 
the  committee  when  I  got  the  telegram  from  the  chairman  to  appear 
here  this  morning  that  my  appearance  be  postponed  until  next  Tues- 
day. I  wanted  to  get  that  record.  I  intended  to  be  in  Pittsburgh 
to-day  and  to  get  a  copy  of  the  docket  entries ;  and  if  those  papers 
are  in  Philadelphia  I  will  have  to  go  to  Philadelphia  for  them. 

The  Chairman.  Can  you  get  for  the  committee  any  reliable  state- 
ment as  to  the  value  of  the  bank  building  by  disinterested  appraisers? 

Mr.  Jones.  I  will  attempt  to  do  so. 

The  Chairman.  I  wish  you  would,  for  it  seems  to  me  that  is  im- 
portant, if  this  building  was  sacrificed,  and  if  this  receiver  was  ap- 
pointed by  the  comptroller. 

Mr.  Jones.  It  was  sacrificed  to  the  extent,  if  the  conunittee  please, 
that  it  was  sold  before  this  collateral  stock  was  sold.  To  that  extent 
it  was  sacrificed. 

Senator  Walsh.  What  was  the  assessed  value  of  the  building? 

Mr.  Jones.  For  taxable  purposes? 

Senator  Walsh.  Yes. 

Mr.  Jones.  I  do  not  know. 
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Senator  Walsh.  That  would  help  us  some. 

The  Chairman.  Your  idea  is  that  the  stock  should  have  been  sold 
as  personal  property? 

Mr.  J0NK8.  That  is  the  idea,  yes;  that  this  collateral  stock  should 
have  been  sold  first,  because  it  is  to  pay,  first,  Mr.  Thompson's  direct 
indebtedness  in  any  event  and,  we  contend,  his  secondary  liabilities, 
and  then  it  was  to  insure  payment  of  all  depositors.  If  the  deposi- 
tors are  paid  and  they  construe  this  agreement  to  mean  only  Mr. 
Thompson's  direct  indebtedness,  then  the  stockholders  of  this  bank 
will  get  only  about  $200,000,  maybe  $275,000 — ^there  is  a  contention 
there — out  of  the  proceeds  of  this  stock,  but  if  the  stock  was  hypothe- 
cated for  the  payment  of  Mr,  Thompson's  direct  indebtedness,  then 
if  this  stock  sells  for  a  million  dollars  it  all  goes  to  the  benefit  of 
the  stockholders  and  other  parties  creditors  of  Mr.  Thompson. 

The  Chairman.  Can  you  get  us  a  copy  of  that  agreement? 

Mr.  Jones.  It  is  in  the  record,  as  I  understand,  concerning  that 
stock.    That  is  a  record  in  the  hands  of  the  appellate  court. 

The  Chairman.  Has  the  legal  eflfect  of  that  contract  ever  been 
determined  by  the  court  ? 

Mr.  Jones.  I  will  have  to  get  a  copy  of  the  decree  in  this  equity 
cavSe  to  determine  that. 

The  Chairman.  Then  I  think  we  had  better  postpone  this  hear- 
ing  

Senator  Walsh.  Was  this  called  to  Mr.  Williams's  attention? 

Mr.  Jones.  I  am  personally  responsible  for  calling  a  public  meeting 
remonstrating  against  the  sale  of  the  bank  building.  At  that  meet- 
ing the  stockholders  were  invited  to  attend,  Mr.  Thompson's  creditors 
were  invited  to  attend,  the  depositors  and  all  parties  interested  were 
invit'^d  to  attend,  and  a  resolution  was  passed  against  the  advis^ 
ability  of  the  sale  of  tJiis  building. 

Senator  Walsh.  Was  that  sent  to  Washington  ? 

Mr.  Jones.  I  wired  Mr.  Williams  a  ni^t  letter  containing  the 
substance  of  that  resolution. 

Senator  Walsh.  How  long  after  that  was  the  building  sold  ? 

Mr.  Jones.  The  building  was  sold  February  23^  1918. 

Senator  Walsh.  When  was  this  meeting? 

Mr.  Jones.  The  meeting  was  the  day  before.  We  were  attempting 
to  negotiate  with  the  receiver  up  to  tne  final  moment.  Eflforts  were 
made,  as  I  recall,  in  Pittsburgh,  to  get  a  restraining  order,  and  I 
want  to  submit  the  record  of  that  proceeding  to  the  committee. 

Senator  Walsh.  The  record  probably,  Mr.  Chairman,  covers  what 
I  wanted  to  know,  and  I  do  not  care  to  repeat.  I  was  wondering 
how  far  the  witness  has  connected  his  allegations  with  the  comp- 
troller. 

Senator  Gronna.  Was  this  meeting  largely  attended  by  the  stock- 
holders, Mr.  Jones? 

Mr.  Jones.  Yes,  sir;  that  is  my  general  recollection.  There  are 
not  many  stockholders.  I  have  got  a  list  of  them  here.  I  am  going 
to  leave  this  petition  with  you  for  such  use  as  the  committee  may 
want  to  make  of  it.  The  stock  is  in  the  hands  of  the  executors  of 
two  or  three  estates,  and  then  it  is  in  the  hands  of  some  other  indi- 
viduals, associates  of  Mr.  Thompson,  who  are  now  in  bankruptcy,  as 
trustees,  and  then  there  are  a  number  of  other  individuals.  You 
will  notice  E.  C.  Hackney's  name  here.    I  had  authority,  through 
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his  attorney,  Judge  Humble,  to  present  this  petition  in  his  behalf; 
and  possibW  one  or  two  other  persons  named  here.  I  may  have  had 
authority  irom  Thomas  Seamans.  But  so  far  as  I  know,  all  the 
stockholdei-s  in  the  vicinity  of  Uniontown  attended  that  meeting, 
and  Mr.  Thompson  attended  it,  and  I  think  probably  all  parties  m 
interest. 

Senator  Walsh.  Had  anything  previous  to  that  meeting  been  said 
or  done  in  order  to  let  the  comptroller  know  of  the  dissatisfaction 
with  regard  to  that  sale  ? 

Mr.  Jones.  Samuel  Untermyer,  of  New  York  City,. was  attorney 
for  the  creditors 

Senator  Walsh.  Can  you  not  answer  that  ? 

Mr.  Jokes.  I  am  going  to  answer  it  in  this  way:  I  was  told  that 
Mr.  Untermyer  made  a  personal  visit  to  Mr.  Williams  and  attempted 
to  get  him  to  postpone  the  sale  of  that  building  as  requested  by  the 
creditors'  committee  or  by  the  trustees  of  Mr.  Thompson,  in  bank- 
ruptcy, and  that  Mr.  Williams  is  alleged  to  have  made  the  reply  that 
the  matter  was  in  the  hands  of  Mr.  Strawn,  who  was  on  the  ground 
and  he  would  be  permitted  to  use  his  own  judgment.  Whether  or 
not  that  is  true,  I  am  not  in  position  to  say. 

Senator  Calder.  How  much  is  the  capital  stock  of  the  bank? 

Mr.  Jones.  $100,000. 

Senator  Calder.  What  is  the  surplus? 

Mr.  Jones.  I  think  about  a  million  dollars. 

Senator  Calder.  What  are  the  total  deposits  in  the  bank? 

Mr.  Jones.  $1,300,000.    These  are  in  round  numbers. 

Senator  Calder.  The  depositors  have  been  paid  in  full  ? 

Mr.  Jones.  The  depositors  have  been  paid  in  full,  and  the  assets 
remaining,  as  estimated  W  the  receiver — so  I  got  the  information 
from  the  comptroller's  omce — are  $600,000,  ana  liberally  estimated 
at  something  over  $800,000. 

The  Chairman.  Is  it  probable  that  the  bank  will  continue  to  do 
business?    Has  the  receiver  been  discharged? 

Mr.  Jones.  No,  sir;  the  receiver  is  not  discharged. 

The  Chairman.  Is  it  probable  that  he  will  he  and  that  the  bank 
will  continue? 

Mr.  Jones.  That  is  the  question.  I  made  inquiry  of  the  comp- 
troller's department  with  a  view  of  advising  my  cliente  with  reference 
to  that,  and  the  information  I  got  from  Mr.  Kane  indicated  a  very 
strenuous  opposition  on  the  part  of  the  comptroller  to  allowing  the 
bank  to  resume  with  Mr.  Thompson  having  any  connection  with  it. 

The  Chairman.  If  you  can  give  the  committee  and  disinterested 
testimony  fixing  the  value  of  that  bank  at  the  time  it  was  sold,  we 
would  like  to  have  that  information. 

Mr.  Jones.  Suppose  I  attempt  to  get  the  name  of  the  engineer 
who  made  the  appraisal.    Would  that  be  what  you  desire? 

Tlie  Chairman.  We  want  competent,  disinterested  testimony. 

Mr.  Jones.  He  made  the  appraisal  to  advise  the  purchasers  of  the 
building.    I  will  attempt  to  get  the  name  of  that  engineer. 

Senator  Walsh.  May  I  suggest  that  jou  furnish  us  with  a  record 
from  the  tax  commissioners  or  authorities  of  that  city  showing  what 
valuation  was  put  upon  it  for  taxable  purposes?  ^ 

Mr.  Jones.  I  will  agree  to  do  that.  If  that  is  of  much  moment, 
the  committee  will  probably  have  to  have  a  valuation  of  adjoining 
/>roperties,  because  the  general  impression  and  understanding  in  oar 
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community  is  that  all  the  buildings  of  this  man  Strawn  are  of  very 
low  valuation 

Senator  Walsh.  I  think  the  members  of  the  committee  have  had 
experience  enough  to  know  the  uncertainty  of  tax  values. 

Mr.  Jones.  Oh,  yes.    I  shall  be  glad  to  lurnish  you  the  data. 

The  Chairman.  Was  the  property  assessed  at  its  full  value,  or 
assessed  at  a  certain  proportion  f 

Mr.  Jones.  Well,  I  think  its  proportional  value.  That  is  why  I 
say  you  would  hav6  to  have  valuations  of  the  adjoining  properties, 

The  Chairman.  We  will  give  you  another  opportunity,  and  per- 
haps it  is  just  as  well  for  you  to  discontinue  your  testimony  now,  if 
you  have  put  in  all  that  you  cared  to. 

Mr.  Jones.  Oh,  yes;  I  have  put  in  all  that  I  care  to. 

The  Chairman.  Unless  the  otiier  members  of  the  committee  wish 
to  ask  you  any  more  questions,  you  may  be  excused. 

(After  informal  proceedings,  which  the  reporter  was  directed  not 
to  record,) 

Mr.  Jones.  One  man  told  me  that  he  was  summoned  to  Washing- 
ton and  directed  to  lift  a  deposit  he  had  made  of  some  $250,000. 
I  will  give  you  the  name  of  that  man  if  you  choose  to  subpcena  him. 
I  do  not  care  to  quote  him  and  do  not  care  to  give  his  name  imless 
tlie  committee  desires  the  information. 

Senator  Walsh.  Are  you  contending  that  that  was  done  through 
malice,  or  that  it  was  a  suggestion  made  to  a  man  to  protect  himself, 
knowing  that  there  was  something  uncertain  about  it? 

Mr.  Jones.  He  was  an  officer  of  the  bank  and  he  put  the  money  in 
tiiere  to  provide  cash  for  the  business,  with  which  to  continue  the 
business  of  his  bank,  and  as  I  understand  it,  he  was  directed  to  take 
it  out  because  of  the  comptroller's  claim  that  it  was  unlawfully 
deposited ;  but  how  long  after  the  comptroller  permitted  the  bank  to 
be  opened  after  he  directed  that  deposit  to  be  taken  out,  and  how 
long  he  permitted  the  general  public  to  deposit  there,  I  am  not 
advised. 

The  Chairman.  Mr.  Jones,  it  is  suggested  that  you  get  more  than 
one  engineer,  if  you  can,  to  make  an  estimate  on  the  building.  You 
understand  the  point  we  want  to  get  at? 

Mr.  Jones.  Yes,  sir;  I  understand.  My  understanding  is  that 
there  are  probably  two  appraisers,  one  who  made  the  appraisement 
for  the  individual  who  bought  the  bank  building  and  one  who  made 
the  appraisement  for  the  banking  institution  or  trust  company  that 
bought  it  from  this  individual.  I  understand  the  banking  institu- 
tion paid  the  individual  $750,000  for  it,  although  I  have  no  positive 
information  as  to  that.  If  the  consideration  is  stated  in  the  deed 
I  might  give  you  that,  if  you  want  that. 

Senator  Gronna.  You  also  suggest,  Mr.  Jones,  that  you  might 
give  the  name  to  the  committee  of  this  party  who  withdrew  his  large 
deposit.  I  would  suggest  that  you  leave  that  name  with  the 
chairman. 

Mr.  Jones.  All  ri^ht;  T  will  be  glad  to  do  that. 

The  Chairman.  Give  it  to  the  secretary. 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Mr.  Williams,  are  you  prepared  to  go  on? 

Mr.  William.  I  would  like  Mr.  Jesse  Adkins,  counsel  in  the 
injunction  suit,  to  make  a  statement  in  regard  to  the  case,  if  the 
committee  please. 

144886— 19 ^19 


288  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

STATEHEHT  OF  KB.  JESSE  C.  ADKHSTS,  ATTOBNEY  AT  LAW, 

WASHINGTON,  D.  C. 

Mr.  Adkins.  Mr.  Chairman  and  gentlemen  of  the  conmiittee,  my 
name  is  Jesse  C.  Adkins.  I  am  a  member  of  the  bar,  practicing  in 
Washington.  From  1912  to  1914  I  was  Assistant  Attorney  General 
of  the  United  States  and  had  before  that  time  been  assistant  United 
States  district  attorney  in  Washington.  While  in  the  Depaltment  of 
Justice  I  had  charge  of  matters  relating  to  national  banks.  I  was 
one  of  the  counsel  for  the  defendants  in  the  suit  brought  in  the 
supreme  court  of  the  District  by  the  Kiggs  National  Bank,  which 
has  been  discussed  here.  As  I  understand  it,  the  committee  desires 
to  hear  something  about  that  case. 

It  was  a  bill  in  equity  brought  by  the  Kiggs  National  Bank  itself 
against  the  Secretary  of  the  Treasury,  the  (>)mptroller  of  the  Cur- 
rency, and  the  Treasurer  of  the  United  States.  The  real  object  was 
to  restrain  the  collection  of  a  fine  of  $5,000,  or  a  penalty  of  $5,000^ 
which  had  been  assessed  by  the  comptroller  because  of  the  failure 
of  the  bank  to  make  a  special  report  which  he  had  called  for. 

In  addition  to  the  eflfort  to  restrain  the  collection  of  that  penalty, 
it  was  sought  to  restrain  the  collection  or  the  assessment  of  other 
penalties  and  the  calling  for  other  special  reports.  The  real  question 
in  that  case  was  as  to  the  power  of  the  comptroller  to  make  and 
enforce  these  calls  for  special  reports. 

You  gentlemen,  I  think,  are  familiar  with  the  sections  of  the 
statutes  which  are  involved — sections  5211,  5212,  and  5213  of  the 
Kevised  'Statutes.  Section  5211  provides  for  five  reports  to  be  made^ 
or  not  less  than  5  reports  to  be  made,  by  each  bank  in  one  year,  at 
times  to  be  called  for  by  the  comptroller.  That  report  is  made  upon 
a  form  prescribed  by  the  comptroller.  The  facts  given  by  each  bank 
are  the  same.  It  relates  simply  to  the  assets  and  liabilities  of  the 
bank. 

There  is  a  further  provision  in  that  section,  the  concluding  provi- 
sion, that  the  comptroller  shall  have  the  power  to  call  for  special 
reports  whenever  in  his  judgment  the  same  are  necessary  to  a  full 
and  complete  knowledge  of  wie  condition  of  the  bank. 

As  I  say,  the  dispute  in  the  Riggs  Bank  case  centered  around  the 
proper  conception  of  that  statute.  It  was  contended  bv  the  bsmk 
that  this  special  report  should  be  no  more  than  any  otner  general 
report;  that  is,  that  under  that  section  if  the  comptroller  did  not 
want  to  call  for  a  report  from  every  bank  in  the  country  but  wanted 
to  get  an  additional  report  from  a  specific  bank  he  could  do  it  by 
making  a  separate  call. 

It  was  further  contended  that  the  term  "  condition  of  the  bank  '^ 
related  merely  to  the  assets  and  liabilities  and  had  nothing  to  do  with 
any  past  transaction  and  had  nothing  whatever  to  do  with  the  char- 
acter of  the  management  of  the  bank  or  whether  the  bank  or  its 
ofiicers  had  violated  the  law  or  not. 

You  can  see  that  that  raised  a  very  interesting  question  and  one 
which  was  of  vast  importance  to  the  banks  of  the  coimtry  and  to  our 
currency  system. 

All  the  other  features  in  the  case  led  up  to  that  one  question. 
That  was  the  real  question  in  the  case. 
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The  power  of  the  comptroller  to  call  for  the  reports  for  which  he 
did  call  was  fully  sustained  by  Mr.  Justice  McCoy,  who  heard  the 
case.  He  granted  an  injunction  as  to  the  penalty  which  had  been 
assessed,  on  the  ground  that  the  comptroller  had  directed  that  the 
particular  report  be  sworn  to  by  more  officers  than  the  statute  pre- 
scribed— purely  a  technical  gi-ound.  The  statute  prescribes,  as  I 
recall  it,  that  the  report  shall  oe  sworn  to  by  the  president  or  cashier 
and  attested  by  three  directors. 

In  that  particular  instance  the  comptroller  directed  that  the  report 
be  sworn  to  by,  I  think,  four  officers  of  the  bank,  and  it  may  be  that 
many  of  his  other  calls  were  couched  in  the  same  language. 

The  bank,  as  I  recall  this  bill,  did  not  put  its  suit  upon  the  ground 
that  the  comptroller  had  directed  that  the  reports  be  signed  by  people 
who  were  not  required  to  sign  them.  That  would  have  been  entirely 
too  technical.  I  do  not  think:  thev  would  have  thought  of  going  into 
court  on  that  particular  ground;  but  that  is  the  onlv  ground  on 
which  the  injunction  was  granted.  As  to  everything  else,  as  to  the 
substance  of  the  case,  the  chief  justice,  in  a  very  lengthy  opinion, 
took  up  everything  that  was  involved  in  the  case,  right  down  the  line, 
and  in  a  lawyer-like  manner  discussed  the  evidence  on  both  sides  and 
sustained  not  only  the  power  of  the  comptroller^  but  his  conduct  in 
every  specific  case. 

Senator  Walsh.  What  is  the  name  of  the  chief  justice  ? 

Mr.  Adkins.  Cliief  Justice  McCoy,  of  the  Supreme  Couit  of  the 
District  of  Columbia.  In  fact,  he  said  he  could  not  understand  why 
men  occupying  the  responsible  positions  that  these  men  did  occupy 
should  hesitate  for  a  moment  to  make  the  report  upon  which  the 
penalty  was  assessed. 

You  will  recall  that  the  report  was  called  for  in  a  letter  of  January 
22, 1915,  and  it  was  a  request  for  a  list  of  all  loans  made  to  the  officers 
of  the  bank,  either  directly,  in  their  own  name,  or  indirectly  or  by 
means  of  concealed  or  "  dummy  "  notes  of  clerte  or  others ;  and  the 
chief  justice  said  that  he  could  not  understand  why  men  in  their 
position  should  hesitate  for  an  instant,  whether  the  comptroller  had 
the  power  or  not,  to  make  a  report  of  that  kind. 

I  am  frank  to  say  that,  personally,  I  have  never  been  able  to 
understand  why  the  Secretary  of  the  Treasury  was  made  a  party  to 
that  suit.  The  bill  was  dismissed  by  the  court  as  to  him.  The  court 
said  there  was  nothing  there  to  justify  the  bill  as  to  him. 

The  object,  as  I  have  mentioned,  was  to  restrain  the  enforcement  of 
these  penalties.  The  statute,  in  section  5213,  I  think,  or  5212,  pro- 
vides— there  are  two  or  three  characters  of  report,  a  general  report,  a 
special  report,  and  another  repot  as  to  dividends,  some  to  be  filed 
within  five  days  and  some  within  10  days.  One  of  the  sections  pro- 
vides that  for  failure  to  file  reports  within  the  respective  times  men- 
tioned, the  bank  shall  be  liable  to  a  penalty  of  $100  a  day,  and  goes 
on  to  say  that  when  the  penalty  has  been  assessed  by  the  Comptroller 
the  Treasurer  of  the  United  States  may  retain  the  amount  of  the 
assessed  penalty  out  of  interest  due  the  banlcs  upon  bonds  which  they 
have  deposited  to  secure  their  circulation. 

So  that  if  you  look  at  the  statute  there  is  apparently  no  justification 
at  all  for  including  the  Secretary  of  the  Treasury  as  a  party  to  this  suit. 
The  object  was  to  restrain  the  comptroller  from  enforcmg  the  pay- 
ment of  this  penalty  and  was  to  restrain  the  Treasurer  of  uie  United 
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States  from  covering  that  $5,000  penalty  which  had  been  assessed 
into  the  Treasury.  There  was  nothing:  under  the  law  which  the 
Secretary  had  to  do  in  connection  with  it. 

Senator  Gronna.  Was  the  bank  compelled  to  pay  this  penalty  ? 

Mr.  Adkins.  You  see  the  money  was  already  in  the  hands  of  the 
Treasurer.  Every  national  bank  having  currency  must  deposit 
necessary  bonds  with  the  Treasurer  of  the  United  States  for  security. 
When  the  interest  falls  due — I  think  it  is  quarterly  in  that  case,  on 
the  1st  day  of  April — it  is  the  duty  of  the  Treasurer — under  the 
statute  it  is  made  his  duty — when  the  comptroller  notifies  him  that 
the  penalty  has  been  assessed,  to  refuse  to  pay  that  money  over,  and 
to  turn  it  m  to  the  Treasuiy  of  the  United  States. 

Senator  Gronna.  Was  tne  finding  of  the  court  to  the  effect  thas 
the  bank  had  to  pay  this  penalty  ? 

Mr.  Adkins.  No  ;  the  finding  of  the  court  was  that  the  comptroller 
was  entii-ely  within  his  power  as  to  the  substance  of  his  call,  and  that 
a  penalty  might  be  imposed ;  but  in  the  particular  call  in  question  the 
comptroller  had  said,  "Let  your  i-eport  be  si^ed  by  the  president,, 
the  vice  president,  the  cashier,"  we  wiU  say,  three  or  four  officers  he 
had  mentioned.  The  statute  provides  that  the  report  shall  be  sworn 
to  by  the  president  or  cashier  and  be  attested  by  three  directors. 
The  comptroller  overlooked  the  precise  language  of  the  statute  and 
directed  that  the  report  be  sworn  to  by  four  officers,  more  than  ttie 
statute  authorized.  So  upon  that  construction  of  the  statute,  that 
technical  ground,  the  court  said : 

Tliis  l>eing  a  criminal  staitute,  it  must  l>e  construed  strictly,  and  therefore  yoa 
can  not  enforce  tills  i)oualty  ui>on  this  particular  call. 

So  that  the  money  was  paid  over  to  the  bank. 

The  Chairman.  You  have  had  your  attention  called  to  Mr.  Ho- 
gan's  testimony,  I  pr^ume? 

Mr.  Adkins.  Yes,  sir.    I  heard  it. 

The  Chairman.  On  page  56 — just  in  the  interest  of  saving  tiHie, 
possibly 

Mr.  Adkins.  I  may  say,  Mr.  Chairman,  that  I  had  not  intended  to 
take  up  in  detail  everything  that  Mr.  Hogan  gaid.  It  is  entiretjr 
unnecessary. 

The  Chairman.  You  w  ill  find  on  page  56  where  Mr.  Hogan  sum- 
marizes the  issues  that  were  joined  and  the  questions  that  were  really 
decided.    He  says  there : 

^Vhen  we  went  to  hearing  there  were  just  exactly  these  and  no  other  qaestions 
that  the  court  could  pass  upon. 

Have  you  got  that  point  ? 
Mr.  Adkins.  I  have  it.    I  heard  him. 
The  Chairman  (reading) : 

FIrKt.  Must  the  motion  of  the  defendant  to  dismiss  the  case  be  granted  or 
overruled? 

Is  that  a  correct  statement? 

Mr.  Adkins.  I  should  say  no.  That  statement  is  not  correct;  and 
if  you  will  permit  me  I  will  undertake  to  explain  what  I  imderstand 
to  be  the  issues  involved  there.  It  is  almost  the  next  thing  which  I 
desired  to  take  up.    Perhaps  if  you  will  let  me  go  on  in  my  regular 

order 

The  Chairman.  In  your  own  way;  but  that  is  my  idea,  you 

understand? 
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Mr.  Adkins.  I  understand.  As  I  understand,  Mr.  Hogan  called 
attention  to  four  or  five  things  which  transpired  at  that  trial  which 
he  said,  either  directly  or  indirectly,  showed  very  strongly  that  Mr. 
Williams  was  incompetent  to  act  as  comptroller. 

Th^  first  thing  that  he  spoke  of  was  the  fact  that  counsel  in  that 
case  sought  for  the  comptroller  and  the  Secretary  two  delays  in  the 
iirgument.    It  is  perfectly  true;  we  did. 

There  wer6  five  counsel  representing  the  defendants,  Mr.  Louis  D. 
Brandeis,  of  Boston,  now  a  justice  of  the  Supreme  Court  of  the 
United  States;  Mr.  Charles  Warren,  also  of  Boston,  then  Assistant 
Attorney  General  of  the  United  States;  Mr.  Samuel  Untermyer,  of 
New  York;  Mr.  John  E.  Laskev,  the  United  States  attorney  in  Wash- 
ington ;  and  myself.  Two  of  those  gentlemen  were  in  different  cities. 
It  was  a  little  difficult  for  us  to  get  together.  They  were  pretty 
busy  men.  Conference  was  desired.  The  rule  to  show  cause  was 
returnable  in  perhaps  a  week  or  two  weeks,  and  to  be  frank  with 
you,  we  were  not  ready  at  that  time.  There  was  too  much  to  do. 
Mr.  Justice  Brandeis  asked  and  obtained  a  short  postponement.  My 
recollection  is  that  Mr.  Untermyer  had  just  come  into  the  case,  or 
came  in  a  short  time  later,  and  we  were  not  ready  when  the  time  was 
fixed  and  .another  postponement  was  granted  at  our  request. 

As  I  understood  Mr.  Hogan,  he  mentioned  those  things  as  showing^ 
the  disqualification  of  the  comptroller  for  his  office. 

In  the  next  place  he  mentioned  the  fact  that  we  filed  the  return  to 
the  rule  to  show  cause  and  a  motion  to  dismiss  the  bill  and  asked 
argument  of  those  two  things  at  the  same  time,  and  that,  he  says,  is 
cumulative  evidence  that  Mr.  Williams  is  unfit  to  be  comptroller. 

That  brings  me  to  the  question  vou  have  asked,  Mr.  Chairman. 

This  was  a  bill  in  equity.  It  asked  for  an  injunction  pendente  lite 
and  for  a  temporary  restraining  order  pending  the  hearing. 

When  the  bill  was  presented  to  Chief  Justice  McCoy  he  granted  a 
temporarv  restraining  order,  ex  pai*te — ^that  is,  without  notice  to  as — 
because  the  bill  said  that  the  Treasurer — 

is  liable' to  cover  tills  $5,000  of  ours  into  the  Treasury,  and  it  will  take  an  act  of 
Congress  to  get  it  out. 

So  there  was  issued,  when  this  bill  was  filed,  first,  a  summons  which 
required  them  to  appear  within  a  certain  time  and  to  answer.  There 
was  issued,  also,  a  temporary  restraining  order  upon  them  which 
required  them  to  hold  that  money  and  not  take  any  further  action, 
and  also  required  them  to  show  cause  on  a  date  specified  why  that 
restraining  order  should  not  be  continued  throughout  the  trial  of  the 
case. 

We  came  in  and  filed  our  return  to  the  bill.  First,  we  prepared  our 
return  to  the  i*ule  to  show  cause  why  this  injunction  shoidd  not  be 
continued.  That  return  consisted  of  an  affidavit  made  by  each  one 
of  the  defendants  explaining  the  entire  facts,  and  those  three  affi- 
davits were  supported  by  other  affidavits  of  other  people  who  knew 
about  the  facts. 

In  the  next  place,  the  time  for  pleading  to  that  bilj  had  arrived,  or 
almost  arrivea,  so  we  filed  what  was  equivalent  to  a  demurrer,  a 
motion  to  dismiss  the  bill  on  the  ground  that  it  did  not  disclose  a 
case  in  equity,  and  those  two  things  we  asked  to  be  argued  together^ 
and  they  were  argued  together. 
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I  can  not  understand  for  the  life  of  me  what  bearing  that  has  upon 
the  competency  or  incompetency  of  one  of  the  defendants  to  hold 
public  office.  There  was  nothing  unusual  about  it.  I  have  defended 
scores  of  these  cases  while  holding  public  office,  and  it  was  our  invari- 
able practice  in  an  equity  case  where  there  was  a  rule  to  show  cause  to 
file  a  return  in  which  we  answered  all  of  the  facts,  and  then  if  we 
thought  the  bill  did  not  state  a  cause  in  equity  it  was  oiu*  practice  to 
file  a  demurrer,  and  those  two  things  were  heard  at  the  same  time. 
There  was  no  earthly  use  in  taking  two  bites  at  the  ar^^uments. 

Again,  even  if  we  clid  not  put  in  the  demurrer  or  motion  to  dismiss, 
it  was  always  open  to  us  to  argue  to  the  court  on  the  return  to  the 
rule  to  show  cause  why  it  did  not  state  a  cause  of  action,  and  it  would 
be  the  duty  of  the  court,  of  his  own  motion  to  say,  "  I  can  not  grant 
you  a  temporary  injunction  when  you  do  not  state  any  cause  of 
action." 

It  has  been  suggested  also  that  Mr.  Williams  is  unfit  to  hold  office 
because  counsel  m  this  case  objected  to  the  introduction  of  affidavits 
and  all  that  correspondence  at  the  time  the  argument  began.  It  is 
perfectly  true  that  we  did  make  that  objection — not  a  very  serious 
one,  but  it  was  in  the  regular  course  of  practice.  Here  was  a  lengthy 
bill  containing  perhaps  100  printed  pages,  containing  large  excerpts 
from  the  correspondence.  Counsel  for  the  bank  had  really  conducted 
that  correspondence.  They  were  thoroughly  familiar  with  it.  Thev 
had  put  in  the  bill  what  tliey  thought  was  material.  We  had  filed 
a  statement  of  the  facts  and  excerpts  that  we  considered  worth  while 
from  those  letters  and  other  documents,  and  it  had  been  served  on 
the  other  side  at  least  several  days  in  advance  of  the  argument.  So 
we  came  to  court  that  morning  and  some  additional  affidavits  were 
handed  to  us  and  we  suggested  that  the  correspondence^  should  also 
be  placed  before  the  court  and  considered ;  we  said,  "  It  is  a  surprise 
to  us,  and  it  is  entirely  unnecessary.  There  is  nothing  here  for  the 
court  to  consider." 

Senator  Walsh.  Do  you  think  that  the  witness  needs  to  argue  the 
conduct  of  counsel  in  the  case? 

The  Chairman.  I  think  he  has  the  right  to. 

Senator  Walsh.  Yes.  I  am  not  objecting  to  his  answering  Mr. 
Hogan,  but  I  thought  we  would  not,  pay  much  attention  to  Mr. 
Hogan's  contention  that  the  counsel  for  Mr.  Williams  objected. 

The  Chairman.  No.  Lawyers  have  a  sort  of  poetic  license  to 
indulge  in  objections. 

Senator  Walsh.  I  am  trying  to  save  time,  because  I  thought  Mr. 
Hogan's  argument  would  not  have  uuich  weiglit  with  regard  to  that 
point. 

Mr.  Adkiks.  The  questions  involved  at  tliat  hearingr  were,  first, 
whether  the  plaintiffs  had  stated  a  cause  of  action.  That  question 
was  involved.  The  bill  charged  a  conspiracy  between  the  Secretary 
of  the  Treasury  and  the  Comptroller  of  the  Currency.  Mr.  Justice 
McCoy  went  over  the  bill  and  he  said : 

They  have  u(»t  stated  a  cause  <»f  action  as  to  the  Secretary  of  the  Treasury. 
There  is  nothinjr  liere  to  8how  a  c»on»p1racy.  If  there  Is  any  maHce  or  ill  will 
here  it  la  on  the  part  of  the  officers  of  the  bank,  and  not  on  the  part  of  the 
defendants. 

So  he  sustained  our  demurrer  or  motion  to  dismiss  as  to  the 
Secretary  of  the  Treasury. 
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As  to  the  comptroller,  the  real  point  canie  back  to  the  construc- 
tion of  this  statute.  If  the  comptroller  had  called  for  a  report 
within  the  statute,  if  he  had  directed  that  it  be  signed  by  the  proper 
officers,  the  motion  to  dismiss  as  to  him  would  have  been  sustained ; 
but  because  of  that  error  the  court  said,  "  I  have  jurisdiction  here  " ; 
and  he  proceeded  to  take  jurisdiction. 

The  Chairman.  So  far,  then,  Mr.  Hogan's  statement  is  correct. 

Mr.  Adkins.  So  far,  and  so  far  only. 

The  next  question  was.  Is  this  temporary  restraining  order  which 
has  been  issued  to  be  continued,  or  is  it  to  be  dismissed?  That  tem- 
porary restraining  order  ran  to  practically  every  prayer  of  the  bilL 
The  prayers  of  the  bill  were  principally  with  reference,  of  course,  to 
the  collection  of  the  fine  of  $5,000,  or  the  penalty  of  $5,000.  The 
bank  said,  "Under  the  statute  the  comptroller  has  no  ri^t  to  ask 
for  a  report  of  that  kind  as  to  indirect  and  direct  loans."  .They  said, 
**  We  have  not  any  such  loans  now.  They  have  all  been  paid.  There- 
fore it  is  a  matter  of  past  history.  It  does  not  relate  to  the  condition 
of  the  bank  at  the  present  time."  They  went  on  to  say  that  if  the 
statute  is  to  be  construed  that  broadly  it  is  imconstitutional,  because 
it  calls  upon  the  officers  of  this  bank  to  furnish  evidence  which  may 
;incriminate  them.  There  are  two  or  three  pages  in  the  bill  devoted 
to  the  fact  that  the  statute,  is  susceptible  to  that  construction,  is 
tmconstitutional,  because  it  calls  upon  the  officers  to  incriminate 
themselves. 

So  that  the  question  before  the  court  was  whether  he  should  con-r 
tinue  this  injimction  or  whether  he  should  deny  it,  in  whole  or  in  part 
The  real  question  that  was  involved  was  as  to  the  power  of  the 
comptroller  to  make  these  calls,  whether  the  facts  that  he  asked  for 
tended  to  show  the  condition  oi  the  bank.  Therefore  the  court  to6k 
that  question  up.  He  said  that  he  considered  the  powers  of  the 
comptroller  and  the  bank  examiners,  and  there  have  be^i  many 
decisions  of  the  Supreme  Court  on  the  subject,  and  he  reached  the 
conclusion  that  the  object  of  the  statute  was  to  enable  the  comp- 
troller to  find  out  the  precise  condition  of  the  bank,  not  only  with 
reference  to  its  cash  on  hand  and  its  liabilities,  but  with  reference  to 
past  transactions,  with  reference  to  the  character  of  the  management 
and  personnel  or  the  bank.  Therefore  he  said  that  as  to  the  sub- 
stance, each  one  of  these  reports  was  properly  called  for.  It  was 
within  the  power  of  the  comptroller,  exercising  his  discretion,  to  say 
what  he  needed. 

Senator  Walsh.  Was  it  alleged  in  the  bill  that  this  fine  had  been 
imposed  through  malice  or  ill  will? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  But  did  the  court  find  tliat  the  fine  was  properly 
imposed,  but  technically  could  not  be  paid  over  because  there  was  a 
call  for  signatures  that  the  law. did  not  require? 

Mr.  Adkins.  That  is  an  accurate  statement  of  it.  Senator. 

Senator  Walsh.  I  want  to  repeat  that.  Do  you  say  that  the 
decision  found  that  the  comptroller  had  legal  authority  and  right  to 
impose  that  fine  of  $5,000  ? 

Mr.  Adkins.  If  the  call  had  been  made  properly  ? 

Senator  Walsh.  Yes. 

Mr.  Adkins.  Yes. 
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Senator  Walsh.  He  had  the  right  to  make  that  call  ? 

Mr.  Adkins.  Yes,  sir.  He  said  that  was  entirely  within  the  power 
of  the  comptroller;  that  every  call  he  had  ever  made — that  was  only 
one  out  of  a  large  number  of  calls — ^was  proper. 

Senator  Walsh.  Was  there  any  question  made  as  to  the  amount 
of  the  fine,  whether  that  showed  malice  or  ill  will  ? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  Is  there  anything  in  the  opinion  of  the  court 
upon  that? 

Mr.  Adkins.  Yes,  sir. 

Senator  Walsh.  What  was  that  ? 

Mr.  Adkins.  The  comptroller  had  from  time  to  time — ^just  let  me 
give  you  that  a  little  historically. 

The  first  call  he  made  on  cfune  9,  1914.  The  bank,  instead  of 
responding  to  that  call,  immediately  said,  "We  must  lay  it  before 
our  directors."  The  comptroller  said,  and,  I  think,  quite  properly, 
because  he  had  to  protect  the  functions  of  his  office : 

The  statute  does  not  direct  you  to  lay  this  before  your  directors.  It  caUs 
upon  you  to  respond  within  a  reasonable  time;  and  If  you  fall  you  will  be 
liable  to  these  penalties. 

And  from  time  to  time,  as  they  failed  or  neglected  to  make  their 
reports,  he  reminded  them  that  these  penalties  were  running.  Then, 
when  finally,  in  March  or  February,  the  bank  notified  him  positively 
that  it  was  not  going  to  make  any  further  reports,  and  it  was  n<^ 
going  to  make  any  further  answer  to  this  call  of  January  22,  he  then 
assessed  a  penalty  of  $5,000,  $50  a  day,  for  the  failure  to  reply  to 
tile  call  of  January  22. 

He  made  no  other  assessments.  The  plaintiff  in  this  bill  said 
that  if  he  was  correct  in  making  these  calls  they  had  incurred  penal- 
ties of  $150,000  or  $160,000.  I  think  they  exaggerated  them  con- 
siderablv,  but  penalties  would  have  been  very  much  beyond  $6,000. 

The  Chairmak.  Mr.  Hogan  says  on  page  57 : 

On  the  question  of  the  plenary  powers  of  the  comptroller  to  make  these 
demands  that  he  had  made,  the  court  determined  that  he  did  have  a  right  to 
make  those  demands. 

So  that  there  is  no  conflict  between  you  and  Mr.  Hogan  on  that 
point. 

Mr.  Adkins.  The  conflict  there  would  be  that  Mr.  Hogan  insists 
that  everything  except  the  one  point  decided  in  favor  of  the  bank 
was  obiter  dicta  and  was  not  before  the  court;  that  the  court  did  not 
have  any  right  to  make  that  decision. 

The  Chairman.  He  goes  on  to  say: 

The  court  said  in  the  trial  that  there  was  no  evidence  of  a  conspiracy  be- 
tween Mr.  McAdoo  and  Mr.  Williams — 

Mr.  Adkins.  But  some  place  there  he  states- 


The  Chairman.  I  take  nis  summary  here  as  sufficient. 

Mr.  Adkins.  I  think  you  are  right  about  that. 

Senator  Walsh.  He  m  substance  said  the  court  said  too  much  or 
wrote  too  much. 

Mr.  Adkins.  That  is  always  the  last  defense  of  a  lawyer  when  the 
court  does  not  decide  in  his  favor. 

Senator  Walsh.  That  does  not  say  what  the  conclusion  of  the 
court  was.  He  might  draw  one  conclusion  and  you  might  draw 
another  as  to  malice,  implied  or  otherwise. 
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Mr.  Adkins.  I  am  talking  about  the  opinion  of  the  court.  The 
court  decided  this  in  its  opinion. 

The  Chairman.  I  do  not  see  any  conflict. 

Mr.  Adkins.  Senator  Walsh  has  asked  the  question  about  these 
fines  indicating  malice,  etc.  The  plaintiff  argued  that  they  were 
evidence  of  a  conspiracy  between  the  comptroller  and  the  Secretary 
to  ruin  the  bank. 

Under  the  statute,  as  I  look  at  it,  the  penalty  was  not  due  until  it 
had  been  formally  assessed  by  the  comptroller — ^that  is,  that  he 
might  technically  be  subject  to  assessment,  but  imtil  the  comptroller 
took  the  actual  step  of  making  the  assessment — and  it  is  a  very 
common  thing  in  those  matters  where  discretion  is  left  to  the  exec- 
utive officer — the  penalty  could  not  be  actually  collected.  So,  in  his 
return  the  comptroller  said  very  frankly — the  real  question,  of  course, 
was  as  to  his  power.  That  had  been  attacked  and  it  was  sustained- 
There  was  a  specific  assessment  of  $5,000.  There  was  nothing  to  be 
gained  by  arguing  as  to  the  other  penalties:  and  the  comptroller  then 
said  in  his  return,  "  I  have  no  intention  of  making  any  further  as- 
sessment of.  penalties."  Counsel  for  the  l)ank  had  objected  to  his 
claim  of  power  to  make  other  assessments,  and  then,  when  he  said, 
"  I  am  not  going  to  make  any  other  assessments,"  that  was  just  as 
unsatisfactory  to  them.  They  said,  "You  have  no  right  to  give 
away  the  money  of  the  United  States.  If  this  penalty  has  Seei? 
incurred,  you  must  collect  it."  I  think  it  was  argued  here  at  the 
table  that  Mr.  Williams  had  "crawled"  when  he  made  that  an- 
nouncement; and  the  argument  was  made  to  the  court  that  he  did 
not  have  any  power  to  forego  the  collection  of  that  pjenalty. 

The  court  considered  that  very  carefully  and  said  it  was  within  his 
jurisdiction  to  determine  whether  or  not  he  would  collect  any  further 
penalties.    What  he  did  there  was  a  fair  and  reasonable  thing 

Senator  Gronna.  If  the  bank  had  violated  the  law,  would  not  the 
bank  be  subject  to  the  penalty,  regardless  of  whether  it  was  assessed 
by  the  Comptroller  of  the  Currency  or  not? 
*Wt.  Adkins.  It  would  be  subject  to  the  penalty  when  the  comp- 
troller did  assess  it. 

Senator  Gkonna.  You  do  not  claim  that  the  comptroller  has  the 
arbitrary  power  of  penalizing  a  banking  institution  unless  he  is 
authorized  by  law? 

Mr.  Adkins.  The  statute  penalizes  the  institution.  The  amount 
of  the  penalty  which  is  to  be  collected  may  be  fixed  by  the  comp- 
troller. That  is,  if  the  bank  has  violated  the  provision  for  100  days, 
he  may  assess  $100  for  each  day,  or  he  may  assess  $100.  He  can 
not  a^ess  more  than  $100  a  day;  and  if  he  assesses  $100,  that  is 
binding  upon  the  United  States.  That  was  the  decision  which  the 
court  reacned  in  that  particular  case. 

The  question  was  considered  very  carefully,  and  the  court  held 
that  this  statute  put  it  within  the  discretion  of  the  comptroller  to 
say  how  much  of  a  penalty  which  had  been  incurred  he  should  under- 
take to  assess. 

Senator  Gronna.  Your  contention  is,  then,  that  the  Comptroller 
of  the  Currency  has  the  arbitrary  power  of  fixing  the  penalty. 

Mr.  Adkins.  No  ;  I  say  he  has  the  power  of  fixing  the  penalty  pro^ 
vided  it  is  not  moi-e  than  the  statute  provides.     There  is  nothing 
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arbitrary  about  it.  Senator.  It  is  something  that  prosecutors  do 
every  day. 

Senator  Gronka.  If  the  statute  provides  for  an  unreasonable  pen- 
alty, what  has  the  comptroller  to  do  with  it? 

Mr.  Adkins.  The  statute  provides  that  it  shall  be  paid  after  he 
has  assessed  it.    It  can  not  be  collected  until  he  takes  lormal  action. 

Senator  Gronna.  You  take  the  position,  then,  that  the  comp- 
troller can  ignore  it  if  he  wants  to? 

Mr.  Adkins.  Yes.  Prosecutors  do  it  every  day  all  over  the 
country. 

The  Chairman.  Take  his  conclusion  at- the  bottom  of  page  56: 

The  justice  decide<l  tliat  he  did  have  jurisdiction. 

• 

That  is  correct,  is  it  not? 

Mr.  Adkins.  Yes. 

The  Chairman  (continuing  reading) : 

That  we  were  rightly  in  court,  on  point  No.  2 

Mr.  Adkins.  Just  a  moment — ^"that  we  wei-e  rightly  in  court" 
as  to  the  comptroller  but  not  as  to  the  Secretary. 
The  Chairman.  Very  well. 

On  point  No.  2,  as  to  wiiether  or  not  he  was  within  liis  legal  right  in  imposing 
a  $5,000  fine,  the  court  decided  that  lie  was  not. 

Mr.  Adkins.  Tlie  court  decided  that  he  was  within  his  legal  rights 
in  making  the  call  for  that  report. 

-  The  Chairman.  That  is  a  correct  statement,  without  explanation, 
is  it  not  ? 

Mr.  Adkins.  That  is  a  correct  statement. 

The  Chairman  (continuing  reading) : 

that  the  temporary  ri^tniining  order  would  be  coutiuiietl  to  hold  that  $5,000, 
and  so  stated  the  fact  that  it  made  it  inevitable  that  in  any  snbs^^quent  trial 
of  a  ease  a  mandatory  order  requiring  the  return  of  the  $5.0(H)  would  be 
issued. 

Mr.  Adkins.  That  is  true. 

The  Chairman  (continuing  i-eading) : 

Third,  on  the  only  other  question  before  the  court,  a.s  to  whether  the  $160,- 
000  had  been  lawfully  Imjiosed,  and  if  need  required  it  a  temporary  injunction 
would  have  to  go  protecting  the  bank  from  the  taking  of  the  money. 

Mr.  Adkins.  The  court  did  not  decide  that  question  as  to  the 
$160,000.  The  court  held  that  the  comptroller  had  a  perfect  right 
to  say  that  he  was  not  going  to  assess  any  further  penalty. 

The  Chairman.  The  court  did  not  impose  a  fine  of  $160,000,  as  a 
matter  of  fact? 

Mr.  Adkins.  No,  sir;  neither  did  the  comptroller  impose  a  fine 
of  $160,000.  The  $160,000  is  all  wrong  as  to  figures.  It  is  entirely 
too  high.  But  the  court  said  as  to  that  $160,000  that  the  statement 
of  the  comptroller  that  he  did  not  propose  to  impose  any  other 
penalties  than  this  $5,000  disposed  of  the  case. 

The  Chair3ian.  I  just  wanted  to  get  your  statement  with  regard  to 
this  conclusion  of  Mr.  Hogan. 

Senator  Walsh.  There  seems,  Mr.  Chairman,  to  be  quite  a  deffer- 
ence  between  these  two  men  on  one  thing  here.  I  did  not  hear  this 
testimony,  but  as  I  i-ead  page  56  I  get  the  impression  that  fines  were 
imposed  of  $160,000 : 

Other  fines,  which,  according  to  our  figures,  aggregated  ,$160,000. 
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The  Chairman.  The  correspondence  with  the  comptroller  indicates 
that. 

Senator  Walsh.  That  they  wei^e  unposed? 

The  CHAiitMAN.  Yes.  In  support  of  that  statement  Mr.  Hogan 
introduced  correspondence  from  the  comptroller  with  regard  to  that, 
and  you  can  draw  your  own  conclusion  from  the  correspondence  as  to 
whether  Mr.  Hogan  was  right  or  not. 

Senator  Walsh.  I  see.  l3ut  this  counsel  seems  to  claim  that  no 
such  fine  ever  was  imposed.    Am  I  right? 

Mr.  Adkins.  You  are  entirely  right,  Senator.  Senator  Walsh  has 
•correctly  caught  Mr.  Hogan's  contention.  Mr.  Hogan  argued  at 
considerable  length,  as  the  chairman  suggested,  that  this  $160,000 
was  assessed.     I  say  he  is  entirely  mistaken  about  that. 

The  Chairman.  He  based  his  conclusion  upon  correspondence  with 
Mr.  Williams. 

Senator  Walsh.  Did  he  make  the  allegation  in  his  bill  ? 

Mr.  Adkins.  He  did  not.  Senator  Walsh.  The  attorneys  for  the 
bank  in  their  bill  made  the  claim  not  that  $160,000  had  been  assessed 
or  imposed,  but  that  the  comptroller  was  claiming  authority  to  im- 
pose a  fine  to  that  extent. 

.  The  Chairman.  Mr.  Hogan  put  in  the  correspondence  upon  which 
he  drew  his  conclusions,  and  I  suppose  the  committee  can  draw 
contrary  conclusions  if  'they  are  not  satisfied  with  Mr.  Hogan's. 

Mr.  Adkins.  Mr.  Hogan  referred  to  some  correspondence  with  the 
comptroller  in  which  he  stated  that  this  penalty  of  $5,000,  as  well  as 
other  assessed — I  think  he  used  that  word  "  assessed  " 

Senator  Walsh.  "Waiving  none  of  my  rights  to  impose  other 
fines." 

Mr.  Adkins.  He  used  the  expression  "in  addition."  That  is  the 
substance  of  it.  But  in  the  bill  of  complaint  there  is  no  suggestion 
at  all  that  any  other  penaltjr  has  been  assessed.  The  statement  is 
made  that  the  comptroller  claims  the  right  to  impose  other  penalties. 

The  comptroller  reminds  me  that  at  one  time  he  used  the  expression 
'*  assessed.  In"  his  other  correspondence  he  spoke  of  the  penalty 
which  had  been  incurred. 

The  Chairman.  But  he  did  use  that  once,  and  it  was  that  word  that 
Mr.  Hogan  quoted  when  he  said  he  drew  his  conclusion  that  an 
asse^ssed  penalty  was  an  imposed  penalty. 

.  Mr.  Adkins.  Well,  the  correspondence  does  not  justify  him  in  that. 
It  is  perfectly  apparent  that  that  word  "  assessed  "  was  used  in  that 
letter  with  the  meaning  which  Senator  Walsh  has  given  to  it — ^*I 
am  simply  reminding  you  of  the  fact  that  this  is  assessed  on  you  and 
there  are  others  which  may  be  assessed  " — or  "  This  is  in  addition  to 
the  other  penalties  which  you  have  incurred."  But  as  a  matter  of 
fact  no  other  penalty  wjis  assessed  and  it  could  not  be  collected  until 
it  was  assessed,  and,  when  the  hearing  came  on  the  comptroller 
announced  that  he  had  no  intention  of  assessing  any  other  penalty, 
and  the  court  said  that  was  binding  upon  him. 
•  Tlie  Chairman.  The  comptroller^  letter  will  show  just  what  he  said. 

Mr.  Adkins.  Certainly. 

Senator  Walsh.  Will  you  get  for  the  committee  that  part  of  the 
justice's  opinion  which  modifies  or  changes  this  language: 

As  to  whether  or  not  he  was  within  his  legal  right  in  imposing  a  fine  of  $5,000, 
the  oourt  decided  that  he  was  not. 
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I  understand  you  claim  that  that  needs  explanation.     Am  I  right  t 

Mr.  Adkins.  Yes. 

Senator  Wai^h.  You  say  that  the  justice  said  he  legally  could 
have  called  for  those  reports  and  he  legally  could  have  imposed  this 
fine  if  he  proceeded  in  a  technical,  legal  manner  in  doing  it? 

Mr.  Adkins.  That  is  entirely  correct. 

Senator  Walsh.  One  reading  of  this  decision  is  that  the  whole 
thing  was  illegal.  Do  I  understand  that  you  claim  that  is  not  the 
fact? 

Mr.  Adkins.  Entirely  correct. 

Senator  Walsh.  Mr.  Chairman,  excuse  me,  but  I  think  there  is  a 
possibility  of  a  serious  injustice  by  wrongly  construing  this  matter. 
To  me  it  makes  a  great  deal  of  difference  whether  this  business  was 
illegal  or  whether  it  was  illegal  on  a  technicality. 

Mr.  Adkins.  Senator  Walsh,  you  have  entirely  stated  the  case. 
The  only  ground  upon  which  anything  was  decided  in  favor  of  the 
bank  in  this  case  was  this  technicalitv,  and  I  have  always  thought 
that  the  court  might  with  equal  propriety  have  taken  the  other  view. 
The  plaintiff  did  not  go  into  court  on  that  ground.  They  would  not 
have  dared  to  go  into  court  on  a  technical  point  of  that  kind  and 
state,  "  We  do  not  have  to  make  this  report,  because  four  officers  arQ 
directed  to  swear  to  it  instead  of  one."  They  called  the  comptrol- 
ler's attention  to  that.  They  did  not  state  it  in  their  bill,  and  it 
was  only  developed  in  the  argument. 

Senator  Walsh.  I  may  read  this  into  the  record  at  this  point.  It 
is  on  page  473  of  volume  44,  number  30,  of  The  Washington  Law 
Reporter  containing  the  printed  opinion.  After  the  court  had  dis- 
cussed at  great  length  the  powers  of  the  comptroller— ^ — 

The  Chairman.  Had  not  the  whole  thing  better  go  in  if  it  has  not 
already  been  put  into  the  record  ? 

Mr.  Adkins.  I  think  it  might  go  in. 

Senator  Walsh.  It  is  very,  very  long — ^72  pages. 

The  Chairman.  Oh,  well,  I  guess  that  is  too  long. 

Mr.  Adkins  (reading) : 

The  actions  of  the  comptroller  ou  the  basis  of  which  specific  charges  were 
made  to  the  effect  that  he  was  acting  In  excess  of  his  powers,  examined  In  the 
light  of  the  views  above  expressed,  must  be  held  as  lawful. 

The  information  called  for  by  the  comptroller  In  regard  to  the  list  of  loans  in 
excess  of  $5,000  secured  by  collaterals  should  have  been  furnished.  The  con- 
tention is  made  that  he  made  a  demand  that  the  information  be  given  "  at  once/' 
but  that  fact  can  not  be  clearly  ascertained  from  reading  the  paragraph,  and  i( 
rather  appears  that  when  the  comptroller  said  that  he  wanteil  the  information  at 
once  it  was  merely  In  answer  to  the  suggestion  of  the  officers  of  the  bank  that  • 
they  would  take  the  matter  up  with  the  board  of  directors. 

The  demand  to  be  informed  whether  or  not  the  plaintiff  was  maintaining  a 
private  telegraph  wire  connected  with  stock  brokerage  houses  in  New  York  was 
an  eminently  proper  inquiry,  but  so  was  that  set  forth  in  the  fifteenth  paragraph 
of  the  bill,  as  it  related  to  expenditures  l>eing  made  at  the  time  by  the  bank. 

The  Chairman.  Mr.  Hogan  does  not  dispute  that  point  at  all. 

Mr.  Adkins.  Mr.  Hogan  says  all  that  is  obiter  dicta. 

The  Chairman.  He  does  not  dispute  the  fact  that  the  judge 
said  it. 

Mr.  Adkins.  I  mi^ht  put  in  the  record  an  abstract  which  I  have 
made  of  the  opinion  m  this  case.  This  abstract  is  somewhat  different 
fi'om  that  prepared  bv  the  Department  of  Justice 

The  Chairman.  I  do  not  think  it  is  necessary,  unless  you  want  to 
put  it  in.    It  does  not  seem  to  me  that  it  is  necessary. 
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Mr.  Adkins.  It  will  enable  a  person  in  a  very  brief  space  to  get 
ven^  comprehensive  view  of  the  opinion. 

The  Chairman.  Whose  abstract  is  this? 

Mr.  Adkins.  It  is  one  that  I   prepared  myself. 

Senator  Walsh.  If  it  is  needed,  we  can  call  for  it. 

It  looks  to  me  as  though  this  whole  question  were  getting  down, 
as  far  as  this  committee  were  concerned,  to  whether  or  not  these 
reports  were  asked  for  through  malice  and  ill  will.  I  do  not  think 
there  is  much  difference  about  the  legal  controversy  here,  but  I 
think  the  issue  which  we  have  to  face  and  which  Mr.  Williams  alone 
can  explain  here,  is  whether  he,  in  the  conduct  of  his  office,  was 
justified  in  asking  for  those  special  reports./   Did  he  do  it  in  the 

S roper  spirit,  or  was  he  actuated  by  malice  and  ill  will,  and  was  he 
ounding  these  people  and  was  he  so  prejudiced  that  he  was  imposing 
upon  them  requests  and  obligations  that  were  not  proper  for  a 
public  official? 

Mr.  Adkins.  Senator  Walsh,  you  have  really  reached  the  next 
question  that  I  wish  to  take  up,  because  that  question  was  involved 
in  the  equity  cause  and  was  decided  in  the  ec^uity  cause.  If  the 
committee  desires  it  I  can  give  you  a  concise  view  of  the  real  facts 
which  were  before  the  court  in  that  case  and  wliich  were  discovered 
by  Comptroller  Williams  as  results  of  these  special  reports. 

The  Chairman.  How  much  more  time  do  you  think  you  will  need, 
Mr.  Adkins? 

Mr.  Adkins.  I  may  be  able  to  cover  it  by  1  o'clock. 

Senator  Gronna.  Of  course,  if  we  are-going  into  the  question  sug- 
gested by  Senator  Walsh,  I  can  see  wtere  it  will  be  necessary  to 
near  the  other  side  again. 

Senator  Walsh.  I  thought  we  did  Jiear  the  other  side.  I  under- 
stand Mr.  Hogan's  argument  to  be  that  this  man  is  unfit  for  public 
office,  he  has  Iiounded  this  bank,  that  he  has  made  request  after 
request  upon  them,  that  he  was  not  evenly  balanced  on  the  Ques- 
tion of  dealing  with  the  Riggs  Bank,  or  some  other  banks.  Then 
he  cites  this  law  case  and  cites  other  things  and  brings  letters  here, 
all  going  to  prove  that  the  law  case  seemed  to  be  cleared  up.  It 
seems  to  me  the  issue  that  we  have  got  to  decide  is  that  fundamental 
fact  of  whether  this  man's  mental  attitude  was  hostile,  whether  he 
was  actuated  by  malice  and  prejudice,  and  even  though  he  had  a 
technical  right  to  get  those  reports  he  asked  for  them  in  the  spirit 
of  hounding  or  persecuting  this  bank.  That  seems  to  me  the  abso- 
lute issue. 

Senator  Gronna.  The  question  of  asking  for  the  reports  is  one 
thing,  and  the  question  of  making  an  arbitrary  assessment  is  another, 
Senator. 

Senator  Walsh.  But  has  not  that  matter  been  legally  decided? 

Senator  Gronna.  I  do  not  think  it  has  been  decided  as  far  as  I 
can  read. 

Mr.  Adkins.  Wliat  is  that,  Senator? 

Senator  Gronna.  As  far  as  I  can  read  from  the  record,  that  point 
which  the  Senator  from  Massachusetts  brings  up  has  not  been  de- 
cided- 
Senator  Walsh.  Do  you  say  this  record  does  not  show  that  the 
comptroller  had  a  legal  right  to  impose  a  fine  of  $5,000 — to  ask  for 
those  reports,  and  not  having  received  them,  to  impose  a  fine. 
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Senator  Gronna.  There  is  more  than  $5,000,  in  fact,  Senator.  In 
the  first  place  there  is  $5,000,  and  in  the  second  place  $160,000 — 
$160,000  IS  in  issue  just  as  much  as  the  $5,000. 

Senator  Walsh.  I  repeat,  Senator,  whether  that  is  so  or  not,  na 
matter  what  that  legal  proceeding  was,  the  fundamental  question  is, 
what  was  the  state  of  mind  of  this  man  when  he  asked  for  those  re- 
ports and  when  he  proceeded  to  bring  these  people  into  court  and 
imposed  a  fine  ?  That  is  the  thing  I  want  to  know,  and  which  I  am 
very  anxious  to  know,  because  if  I  am  convinced  that  this  man  or 
any  other  man  in  his  public  capacitv  is  acting  througjh  prejudice  and 
malice  I  shall  have  pretty  decided  views  about  his  being  able  to 
qualify  for  public  service. 

Senator  Gronna.  I  think  that  is  very  true.  I  think  the  committee 
ought  to  know  that.  I  agree  with  the  Senator  as  to  the  last  part  of 
his  statement. 

Mr.  Adkins.  I  am  afraid  that  I  have  not  made  myself  clear  to 
Senator  Gronna  about  these  other  penalties  and  reports,  etc. 

The  bank  contended.  Senator,  that  every  call  made  by  the  comp- 
troller in  tiiis  case  was  beyond  his  power;  that  he  did  not  have  tne 
right,  in  substance,  to  do  it.  That  was  taken  up  and  argued  at  great 
length  by  both  sides.  The  court  went  down  the  list  in  this  paragraph 
I  started  to  read  you  a  moment  ago,  naming  them  one  by  one,  and 
said  that  every  call  made  by  the  comptroller  was  eminently  proper 
and  within  his  power,  and  related  to  the  condition  of  the  bank.  My 
recollection  is  that  in  all  of  the  calls  it  was  requested  and  directed 
that  the  reports  be  sworn  to  by  more  than  one  of  the  officers  of  the 
bank. 

Senator  Keyes.  How  do  you  account  for  that?  What  is  the  ex- 
planation of  it?    It  is  a  printed  form,  is  it  not? 

Mr.  Adkins.  No,  sir;  it  is  not  a  printed  form,  Senator.  The 
printed  form  relates  only  to  those  general  reports  which  shall  be  filed 
not  less  than  five  times  a  year. 

Senator  Reyes.  This  was  a  request  in  a  letter  ? 

Mr.  Adkins.  Yes,  sir;  they  were  all  letters.  So  that  he  overlooked 
the  fact  that  the  statute  did  not  require  them  to  be  sworn  to  by  more 
than  one  person,  and  the  defendants  apparently  overlooked  it  because 
they  swore  to  all  the  reports  that  they  furnished  in  the  way  that  he 
directed;  and,  as  I  say,  the  defendants  apparently  overlooked  the 
fact  that  the  statute  required  only  one  oath,  because  in  the  prior 
reports  they  swore  to  them  in  the  way  in  which  he  directed. 

So  that  the  court  decided  that  everv  call  which  he  made  was  en- 
tirely proper,  eminently  proper,  and  that  any  reasonable  man  would 
have  made  them. 

As  to  the  penalties;  they  were  all  in  the  same  situation.  He  said 
that  the  comptroller  had  exceeded  his  rights  or  his  power,  had  gone 
beyond  the  statute  in  directing  that  it  be  sworn  to  by  more  than  one 
person,  so  that  this  $5,000  at  issue  could  not  be  collected.  The  rest 
of  it  was  not  at  issue.  There  was  no  attempt  made  to  collect  or 
assess  it.  In  the  first  place,  the  court  did  not  go  into  the  question 
as  to  whether  that  $160,000  might  be  collected.  He  said,  "  You  have 
the  right  to  do  it,  but  the  comptroller  has  said  that  he  is  not  going 
into  that,  and  that  answers  that  question." 

Have  I  cleared  up  the  matter? 

Senator  Gronna.  I  think  I  understand  your  view  of  it,  Mr. 
Adkins. 
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Mr.  Adkins.  Now,  proceeding,  Mr.  Chairman,  thei*e  were  several 
suggestions  made  in  the  bill  of  acts  done  by  the  Secretary  or  by  some- 
body else  which  were  the  only  things  which  the  Secretary  could  see 
as  causing  the  plaintiff  to  believe  that  he  or  the  comptroller  had  any 
malice  toward  them. 

I  just  want  briefly  to  run  over  those  acts.  Some  of  them  have 
been  discussed  at  great  length.  You  remember  the  incident  about 
Lotta  M.  Taylor.  Lotta  M.  Tavlor  was  employed  by  the  National 
City  Bank.  She  had  a  desk  in  the  comptroller's  office,  and  whenever 
these  general  reports  came  in  she  would  go  over  them  and  tabulate 
the  statistics  and  send  them  to  her  employer.  Shortly  after  Mr. 
McAdoo  came  into  office  he  discovered  that,  and  he  said, "  That  is  not 
right.  If  one  bank  can  do  this,  every  bank  in  the  United  States 
ought  to  be  permitted  to  do  it.    It  smacks  of  '  special  privilege.' " 

So  he  directed  that  she  should  not  be  permitted  to  do  that  any  more 
and  should  not  have  a  desk  in  the  comptroller's  office,  and  he  pub- 
lished a  little  statement^  I  think  about  April  23,  1913,  in  which  he 
stated  the  facts.  He  said  very  frankly,  "  There  is  not  anything*  to 
indicate  that  Miss  Taylor  is  getting  any  advance  information  or  any- 
thing wrong,"  but,  he  said,  "It  is  bad  policy  and  it  should  not  be 
done,  and  if  we  should  permit  it  to  be  done  in  the  case  of  one  bank 
there  is  always  a  possibility  that  other  banks  will  believe  that  such 
person  is  getting  advance  or  improper  information." 

That  is  all  there  was  to  it. 

The  Chairman.  He  did  not  think  there  had  been  any  control  of  the 
pipe  line  between  Wall  Street  and  the  bank? 

Mr.  Adkins.  No  ;  that  was  probably  controlled  by  higher  officials, 
if  there  was  any  control  at  all.    I  will  come  to  that  in  a  moment. 

There  has  been  apparently  a  great  deal  of  discussion  about  totta 
M.  Taylor,  and  just  in  connection  with  these  "  half  tnitlis  "  that  Mr. 
Hogan  spoke  so  much  about,  so  far  as  these  pleadings  are  concerned 
there  are  no  half  truths.  Those  pleadings  were  prepared  bjr  counsel, 
and  we  are  responsible  for  them,  and  I  think  Mr.  Hogan  will  acquit 
us  of  any  intentional  or  unintentional  half  truths.  There  may  be 
some  slight  mistakes.  Even  Mr.  Hogan,  with  his  marvelous  memory, 
when  he  undertook  to  give  the  name  of  Lotta  M.  Taylor,  could  not 
recall  it  at  first  and  spoke  of  her  as  Rebecca  Taylor. 

In  that  connection  Mr.  Williams  says  in  his  affidavit  that  some 
clerk  was  expelled  from  the  Treasury.  Of  course,  the  information 
which  was  brought  to  his  attention  justified  that.  He  based  that 
upon  a  report  made  to  him  by  Examiner  Trimble  just  before  in  which 
Examiner  Trimble  spoke  of  this  incident  and  said  Miss  Taylor  had 
had  a  desk  in  the  Treasury  but  she  was  no  longer  employed  in  the 
Treasury  Building, 

Now  it  transpires  that  in  addition  to  doing  this  work  for  the 
National  City  Bank,  Miss  Taylor  was  one  of  25  or  30  other  young 
ladies  who  went  down  in  the  Redemption  Bureau  and  watched  the 
destruction  of  redeemed  currency.  So  she  really  was  not  expelled 
from  the  Treasury  Building.  She  is  still  in  the  building.  That  is 
heralded  to  you  with  great  vigor  as  an  untruth  on  the  part  of  the 
comptroller.  As  a  matter  of  fact,  she  was  expelled  from  the  building 
for  that  purpose.  It  is  hardly  to  be  expected  that  the  comptroller 
or  anybody  else  would  know  the  names  of  all  the  young  ladies 
down  in  the  basement  of  the  Treasury  Building.    If  there  was  any 
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mistake  in  the  use  of  that  word  "  expelled  "  it  was  our  mistake  and 
not  the  compti-oUer's. 

You  said  something  about  this  pipe  line,  Mr.  Chairman,  and  that 
is  discussed  at  some  length  in  the  Secretjiry's  aflSdavit,  and  in  rather 
an  interesting  way. 

One  suggestion  made  here  is  that  the  Riggs  National  Bank  did 
not  have  its  share  of  Government  deposits.  As  to  Government 
deposits,  the  Riggs  National  Bank  and  the  National  City  Bank  of 
New  York  were  quite  closely  allied.  In  1903  and  for  same  years 
before  and  after,  the  National  City  Bank  of  New  York  had  deposits 
of  Government  funds  ranging  all  the  way  from  $14,000,000  to 
$18,000,000.  The  average  Government  deposit  of  public  funds  was 
about  $120,000,000.  So  you  can  see  that  this  bank  had  10  or  15 
per  cent  of  all  the  Government's  funds  on  deposit,  without  intei-est. 

In  about  April  of  1903  Mr.  Ailes,  who  had  then  been  Assistant 
Secretary  of  the  Treasurj^,  resigned  and  took  office  with  the  Kiggs 
National  Bank  as  vice  president  and  also  as  some  official  of  the 
National  City  Bank,  living  at  Washington.  A  few  days  before  he 
resigned  $2,900,000  of  Government  funds  were  deposited  with  the 
Riggs  National  Bank,  and  that  national  bank  continued  to  have,  I 
thing,  for  several  years  deposits  ranging  around  that  sum.  I  think 
their  dejKJsits  for  a  period  of  10  or  15  years  averaged  over  $1,000,000 
a  day. 

I  do  not  know  whether  Mr.  McAdoo's  affidavit  has  been  put  in 
evidence  here,  but  there  is  a  table  filed  with  his  return  which  shows 
in  detail  those  figures. 

For  instance,  in  March,  1903,  the  deposit  was  $100,000.  On 
April  11  it  jumped  to  $3,000,000,  and  that  was  just  about  the  time 
that  Mr.  Ailes  resigned  and  took  office — or,  perhaps,  he  took  office  a 
little  later  with  the  Riggs  National  Bank.  That  deposit  runs  around 
$3,000,000;  $2,000,000  down  to  the  end  of  1907;  then  $1,600,000, 
and  from  that  time  on  it  varies  more  or  less  and  in  fact,  in  1911,  it 
goes  down  to  $1,000.  In  March,  1913,  when  Mr.  McAdoo  came  into 
office,  these  deposits  were  $100,000.  Shortly  after  he  came  into 
office  the  deposits  jumped  up  to  $1,300,000. 

One  of  the  first  things  that  Mr.  McAdoo  did  was  to  require  the 

Sayment  of  interest  bv  banks  holding  Government  deposits.  The 
ationai  City  Bank,  wnich  had  this  enormous  percentage  of  the  (Jov- 
emment's  funds  for  so  long  and  by  that  time  had  gotten  down  to 
about  $400,000,  I  think,  concluded  not  to  act  as  a  Government  de- 
positary any  longer^  and  did  not  pay  interest. 

The  Chairman.  1  ou  do  not  know  just  when  the  Treasui'er  issued 
his  order  requiring  the  payment  of  interest,  do  you? 

Mr.  Adkins.  My  recollection  is  it  was  June  1,  1913.  It  is  stated 
here  in  the  pleadings.  [After  examining  pleadings.]  That  is  right. 
The  National  City  Bank  was  discontinued  at  its  own  request  May 
31,  1913.    His  order  became  effective  on  June  1,  1913. 

Here  is  this  table  which  shows  the  average  in  1899  of  $14,000,000; 
in  1900,  $15,900,000;  1901,  $14,700,000^ 

The  Chairman.  That  is  the  City  Bank? 

Mr.  Adkins.  Yes,  sir.  It  was  stated  here,  I  think,  that  the  Higgs 
National  Bank,  which  had  had  its  average  of  $1,200,000  for  this  en- 
tire period  and  at  times  as  much  as  $3,000,000,  had  paid  dividends 
of  26  per  cent  on  a  capital  stock  of  $1,000,000.  With  a  deposit  of 
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Government  funds  of  $3,000,000,  it  might  be  a  very  easy  thing  to 
make  $260,000.  A  capable  banker  might  make  that  much  upon 
$3^,000. 

The  Chairman.  You  want  to  be  correct  about  that,  of  course. 
You  said  the  average  deposit  was  $1,200,000? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  What  were  the  total  deposits? 

Mr.  Adkins.  About  $8,000,000  at  the  time  this  litigation  began. 
I  am  simply  suggesting  that  for  a  long  time  before  Mr.  Williams  had 
anything  to  do  with  them  that  they  had  a  pretty  good  share  of  Gov- 
ernment deposits. 

Senator  Walsh.  And  the  dividend  paid  by  the  bank  was  26  per 
cent? 

Mr.  Adkins.  That  was  Mr.  Hogan's  statement  here — ^26  per  cent. 

In  that  connection  there  was  discussion  as  to  the  deposits  for  the 
tax  fund  in  the  District.  You  gentlemen  know  that  our  taxes  fall 
due  here  in  May  of  each  year,  and  it  does  take  a  very  substantial 
amount  of  cash  out  of  the  local  banks. 

In  1905  Mr.  Glover  suggested  to  the  Treasury  Department  that 
perhaps  half  of  those  tax  funds  should  be  deposited  back  with  the 
national  banks  in  proportion  to  their  total  deposits;  and  that  was 
done  until  the  year  1914,  when  he  said  that  his  bank  received  none 
of  the  deposits,  and  when  he  inquired  he  was  informed  in  that  letter 
written  by  the  Secretary,  which  you  will  remember,  that  the  Sec- 
retary did  not  think  it  would  be  proper  to  put  those  funds  with 
them  and  that  he  had  concluded  not  to  make  any  further  Govern- 
ment deposits  with  them. 

It  is  true  that  Mr.  Glover  did  start  this.  It  was  a  very  good  thing 
to  do.  It  is  also  true  that  during  the  time  it  lasted  his  bank  got 
considerably  more  than  its  proportion  of  its  deposits.  I  am  referring 
to  Mr.  McAdoo's  affidavit.  The  first  deposit  was  made  in  May  ot 
1905.  The  Riggs  National  Bank  got  about  two-thirds  of  the  de- 
posits of  the  Government  funds — ^$1,600,000.  The  rest  of  the  de- 
posits were  divided  among  three  other  national  banks,  one  getting 
$660,000;  one  getting  $405,000;  and  one  getting  $815,000,  or  a  total 
of  considerably  over  $1,300,000.  There  were  still  a  half  a  dozen 
other  national  banks  in  Washington  at  that  time,  but  they  did  not 
get  any. 

At  that  time  the  Riggs  National  Bank  had  about  one-third  of  the 
deposits  of  all  the  national  banks  in  the  District ;  so  it  got  twice  its 
proportionate  share.  It  always  had  more  than  its  share.  In  the 
next  year  it  got  $1,370,000,  and  the  balance  of  the  funds  were  depos- 
ited in  a  large  number  of  the  other  banks. 

The  Chairman.  You  mean  to  say  that  the  bank  always  had  over 
$1,000,000? 

Mr.  Adkxns.  Always  had  a  larger  proportion  than  would  be  repre- 
sented W  its  share  of  the  deposits. 

The  (jHAiRMAN.  During  the  years  that  this  controversy  was  on  ? 

Mr.  Adkins.  Down  to  1914.  It  is  perfectly  true  that  in  1914  it 
did  not  get  anything. 

The  Chaikman.  That  is  all  Mr.  Hogan  claimed. 

Mr.  Adkins.  No;  Mr.  Hogan  claimed  that  they  always  got  only 
their  proportionate  share.    The  fact  is  that  when  they  started  otit 
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they  got  twice  their  proportionate  share,  and  they  always  had  more 
than  their  proportionate  share. 

The  Chairman.  I  am  referring  now  to  the  time  that  this  contro- 
versy began. 

mr.  Adkins.  My  point  in  calling  these  things  to  your  attention  is 
to  show  that  the  Riggs  National  Bank,  even  if  it  had  never  any 
further  Government  deposits,  would  have  at  the  end  of  the  time  a 
pretty  good  "  batting  average  '^  as  we  say  in  baseball. 

Senator  Ghonna.  Did  the  bank  get  any  deposits  during  the 
controversy  ? 

Mr.  Adkins.  The  bank  had  some  deposits  at  the  time,  but  I 
think 

Senator  Gronna.  They  had  some  of  the  Red  Cro&s  funds,  did 
they  not? 

Mr.  Adkins.  They  did  not  get  any  more  Red  Cross  funds  during 
that  time. 

Senator  Gronna.  They  were  withdrawn  also? 

Mr.  Adkins.  They  were  withdrawn,  for  this  reason — I  might  as 
well  answer  these  questions  as  we  go  along — that  there  was  a  very 
substantial  deposit  of  Red  Cross  funds.  AG.  Williams  sought  to  get 
security  for  the  funds  and  the  Red  Cross  sought  to  get  interest.  As 
I  recall  it,  the  Riggs  National  Bank  was  paying  interest  on  neither 
the  United  States  deposits  nor  the  Red  Cross  deposits,  and  the  Red 
Cross  simply  asked  bids  from  the  varioxis  banks  in  Washington  as  to 
the  interest  which  they  would  pay.  As  I  understand  it,  it  deposited 
the  money  at  that  time  with  the  bank  which  would  pay  the  greatest 
interest.  The  Riggs  National  Bank  was  invited,  with  others,  to  bid, 
and  I  think  it  did  make  some  bid,  on  interest. 

The  Chairman.  What  jear  was  this? 

Mr.  Adkins.  This  was  m  1914.  I  think  that  disposes  of  the  ques- 
tion of  the  Red  Cross  funds. 

There  was  some  question  about  Panama  Canal  deposits.  Those 
were  entirely  handled  by  the  Secretary  of  War. 

As  to  the  tax  deposits  and  as  to  Mr.  McAdoo's  reasons  for  saying 
he  would  not  continue  to  put  Government  funds  in  this  bank,  that 
bring  us  down  to  the  (question  of  these  calls  by  the  comptroller  and 
the  things  which  he  discovered. 

In  May  of  1914,  which  was  a  few  months  after  he  had  taken  office 
as  comptroller,  Mr.  James  Trimble  made  his  first  examination  of  the 
Riggs  National  Bank.  Among  other  things  Mr.  Trimble  found  two 
accounts  which  were  known  as  the  Glover  and  Flather  account  and 
the  Flather  and  Flather  account.  One  consisted  of  commissions 
made  from  real  estate  loans.  The  other  consisted  of  commissions 
made  in  the  stock  brokerage  business. 

Mr.  Trimble  asked  the  Flathers  about  those  accounts,  and  he  was 
told  by  one  of  the  Flathers  in  the  presence  of  the  other,  "  These  rep- 
resent our  personal  earnings.  We  have  made  $5,000  a  year  out  of 
these  accounts,  and  they  belong  to  us,  and  we  use  them  for  our  own 
purposes,  and  I  will  show  you  my  income-tax  I'eturn  if  you  want  to 
see  it." 

The  examiner  looking  through  the  loans  of  the  bank  found  80  or 
90  per  cent  of  the  loans  of  the  bank  were  upon  securities  of  stocks ; 
that  its  commercial  loans  were  very  trivial,  and  in  fact,  as  the  table 
showed,  the  Riggs  National  Bank  had  a  smaller  percentage  of  com- 
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mercial  loans  than  any  other  bank  in  Washington  or  any  other  bank 
in  tlie  country,  and  far  smaller  than  the  average  of  the  national 
banks  throiiglioiit  the  country. 

Mr.  Trimble  wanted  to  ascertain  the  connection  between  those  Ixir- 
rowers  and  the  depositors  in  the  bank,  and  he  picked  out  those  men 
who  were  borrowing  $r),000  or  more  and  had  his  assistant  under- 
take to  get  the  balances  wliich  those  men  had.  Thereupon  the 
officei-s  of  the  bank  gathered  around  and  wanted  to  know  what  he 
was  doing,  and  he  told  them.  After  a  little  while  one  said,  "  You 
c^n't  do  it.  One  said,  "  Tliis  thing  has  gone  far  enough;"  and 
another  one  said,  "  We  will  hale  the  comptroller  into  court  in  n 
minute."    Another  one  said,  "  The  comptroller  can  go  to  hell." 

The  assistant  examiner  went  to  his  chief  and  i-eported  that  lie 
could  not  get  the  balances  of  these  heavy  borrowers.  The  chief 
reported  the  facts  to  the  comptroller.  About  the  same  time  the 
Sexjretai-y  was  considering  the  question  of  deposits  of  Government 
funds  in  the  Riggs  National  Bank,  and  he  asked,  as  I  recall  it,  what 
character  of  business  the  Riggs  National  Bank  was  doing.  He  was 
advised,  as  a  result  of  the  examination  by  Chief  Examiner  Trimble, 
that  the  Riggs  National  Bank  was  doing  a  stock  brokerage  business 
and  practically  no  commercial  business;  that  80  or  90  per  cent  of 
their  business  was  loans  upon  stock.  Thereupon  he  said  that  in  his 
judgment  that  was  not  the  character  of  bank  in  which  to  deposit 
Government  funds;  that  he  proposed  to  use  the  Government  funds 
to  help  out  the  commerce  of  the  country;  and  he  put  a  million 
dollars,  which  might  otherwise  have  gone  to  the  Riggs  National 
Bank,  in  other  parts  of  the  countr}'. 

The  Chairman.  This  is  all  hearsay,  is  it  not? 

Mr.  Adkins.  These  are  the  sworn  affidavits  of  the  Government. 

Tlie  Chair3ian.  You  are  quoting  Mr.  Trimble  and  the  comptrol- 
ler? 

Mr.  Adkins.  It  is  all  in  the  sworn  papers  in  the  case.  If  I  go  out- 
side of  those,  I  will  call  your  attention  to  it.  Unless  I  say  other- 
wise, it  is  understood  that  whatever  I  say  is  in  the  pleadings. 

Senator  Gronna.  For  how  long  a  time  had  these  business  trans- 
actions continue<l  ? 

Mr.  Adkins.  From  the  beginning  of  the  bank,  from  the  time  the 
bank  was  organized. 

Wlien  the  comptroller  was  advised  by  the  examiner  that  the  bank 
refused  to  permit  him  to  check  up  these  lar^e  loans  with  the  balances, 
he  then  made  his  fii'st  call  of  June  9,  in  which  he  wanted  a  list  of  the 
deposits  made  of  these  large  borrowers.  That  was  declined  for  the 
time  being,  and  subsequently  given. 

Then  he  wanted  further  information  about  this  Glover  and  Flather 
and  Flather  and  Flather  account,  and  he  got  further  information 
about  it,  but  he  could  never  get  a  statement  from  the  bank  as  to  the 
ownership  of  the  bonds  in  the  Flather  and  Flather  account. 

There  was  the  situation.  Here  was  an  account  in  the  name  of  the 
vice  president  and  the  cashier  of  the  bank.  It  had  a  balance  in  ca^li 
and  securities  of  $oO.OOO.  The  comptroller  said.  '"  Whose  money  is 
thatT'  The  officei*s  of  the  bank  said,  "That  is  a  question  of  law 
which  you  can  not  expect  us  to  answer." 

That  was  the  thing  that  he  finally  discovered  as  a  result  of  call 
after  call  to  get  the  true  histoiy  and  ownership  of  this  Flather  and 
Flather  account. 
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Here  was  $50,000  in  the  largest  national  bank  in  the  city  of  Wash- 
ington, and  the  officers  say,  "  We  can  not  tell  you,  Mr.  Comptroller, 
whose  money  that  is." 

Senator  (tronna.  Was  it  not  de|>osited  to  tlie  credit  of  Flather  anJ 
Flather? 

Mr.  Adkins.  Xo,  sir.  There  was  an  account  upon  the  books  of 
the  bank  running  "  Flather  and  Flather."  It  was  an  account  of  the 
bank,  and  was  so  credited,  of  $50,000. 

Senator  (jronna.  You  mean  it  showed  a  profit 

Mr.  Adkins.  It  showed  a  credit  balance  there,  including  stocks 
and  securities  which  they  had,  and  their  cash. 

Senator  Walsh.  Which  had  come  from  loans? 

Mr.  Adkins.  Which  had  come  from  commissions  made  upon  real 
estate  loans,  and  commissions  upon  the  stock  brokerage  business 
which  had  been  conducted  by  the  bank  throughout  its  history. 

Senator  Walsh.  In  other  words.  $50,000  was  accumulated  in  an 
account  of  the  bank  which  had  been  gathered  together  from  commis- 
sions charged  by  the  bank  for  I'eal  estate  and  stock  brokerage  trans- 
actions ? 

Mr.  Adkins.  Yes. 

Senator  Henderson.  Do  1  understand  that  the  bank  was  in  that 
business  and  cliarged  those  percentages,  or  was  it  a  firm  of  individuals 
that  has  been  refeired  to  lie  re  and  they  turned  it  over  to  the  bank? 

Mr.  Adkins.  That  was  the  question.  Senator. 

Senator  Walsh.  So  that  that  was  brought  about  by  transactions 
of  a  character  which  has  in  I'ecent  years  been  legislated  against,  of 
collecting  bonuses? 

Mr.  Adkins.  No,  Senator.  It  was  brought  about  by  transactions 
which,  at  the  time  it  was  organized,  were  declared  to  be  illegal  or 
ultra  vires  as  to  a  national  bank.  Thev  were  transactions  which  a 
national  bank,  as  a  national  bank,  could  not  legally  do. 

Let  me  give  you  the  history  of  that  accoimt.  The  accounts  were 
carried  on  in  all  sorts  of  ways  for  a  period  of  18  years.  The  money 
always  got  back  to  the  bank.  These  officers  said,  "  If  you  ask  us,  we 
say  we  have  a  legal  right  to  the  money,  but  we  say  we  do  not  propose 
to  take  it.  The  bank  is  going  to  get  it*';  and  the  bank  always  did 
get  it.  They  were  in  a  quandary  there.  If  they  said  that  the  money 
was  the  monej-  of  the  bank,  then  it  meant  that  the  bank  throughout 
its  existence  had  been  violating  the  law,  and  they  admitted  that  it 
violated  the  law.  If  they  said  that  it  was  their  money,  the  money 
of  Flather  and  Flather,  and  they  proposed  to  keep  it,  then  they  had 
this  situation;  they  made  far  more  than  $o(),(H)0.  Here  was  money 
that  was  made  by  the  officers  of  the  bank  in  banking  houi^s  by  the 
use  of  bank  funds,  bank  books,  and  bank  clerks  without  a  dollar  of 
expense  to  themselves.  There  was  on  hand  at  that  time  about 
$50,000. 

If  they  said,  "  This  is  ours  and  we  are  going  to  keep  it  oui'selves,* 
that  was  not  a  very  nice  position  to  take. 

Senator  Gronna.  Do  you  mean  to  say  that  it  used  the  bank's  funds 
in  that  way  ( 

Mr.  Adkins.  They  would  use  the  bank's  credit  in  buying  stocks 
that  they  bought. 

Senator  Gronna.  But  you  just  stated  that  they  were  using  the 
bank'«  funds. 
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Mr.  Adkins.  Yes,  sir;  they  were  using  the  bank's  funds;  and  if 
they  did  not  have  enough  money  to  the  credit 

The  Chairman.  Are  you  quoting;  now  from  the  affidavit? 

Mr.  Adkins.  Yes,  sir ;  I  am  telling  you  the  substance  of  the  affi- 
davits. 

Senator  Gronna.  That  is  a  very  serious  proposition,  if  they  were 
using  the  bank's  funds. 

Mr.  Adkins.  They  did  borrow  the  bank's  funds  whenever  they* 
needed  the  money. 

Senator  Gronna.  That  is  a  wholly  different  proposition,  if  you 
understand  banking. 

Mr.  Adkins.  I  think  I  have  some  slight  knowledge  of  it,  although 
I  am  not  a  practical  banker,  Senator. 

Let  me  tell  you  how  they  borrowed  the  bank's  funds.  When  they 
wanted  to  make  a  loan,  of  coui-se  they  could  not  get  all  these  trans- 
actions^  

Senator  Gronna.  Let  me  ask  you  this  question:  As  a  matter  of 
law,  are  national  banks  permitted  to  do  a  real  estate  business? 

Mr.  Adkins.  No. 

Senator  Gronna.  They  are  not  ? 

Mr.  Adkins.  No. 

Senator  Gronna.  Would  there  be  any  other  way  that  the  officers 
of  the  bank  could  transact  a  real  estate  Dusiness  than  to  borrow  that 
money  themselves  and  transact  the  business  legally  ? 

Mr.  Adkins.  They  can  transact  it  with  their  own  capital  if  they 
want  to. 

Senator  Gronna.  Of  course,  if  they  had  their  own  capital ;  but  if 
they  did  not  have  the  capital,  the  only  way  would  be  to  borrow  the 
money  from  somebody  or  from  some  bank. 

The  Chairman.  You  do  not  claim  as  a  matter  of  fact  that  the  bank 
invested  its  own  funds  in  this  stock  brokerage  business? 

Mr.  Adkins.  I  do  not  claim  that  they  took  funds  out  of  the  bank 
without  putting  a  new  note  there,  but  I  do  claim  that  they  used  the 
credit  of  the  bank  when  they  bought  stocks. 

Senator  Gronna.  I  think  you  made  the  statement  inadvertently ^ 
but  if  the  statement  which  you  made  a  moment  ago  is  true,  of  course 
the  bank  officials  were  not  only  negligent  but  they  were  criminally 
violating  the  law,  every  banldiig  law  that  I  know  of  was  violated 
if  they  were  using  the  bank's  funds  for  the  purpose  of  making  profit 
for  themselves.  1  want  to  have  your  statement  read  for  your  mfor^ 
mation,  because  I  am  a  practical  banker  in  a  small  way 

Mr.  Adkins.  I  remember  my  statement.  I  said  they  were  using 
bank's  funds. 

Senator  Walsh.  By  "  they  "  you  mean  the  officials,  the  officers  of 
the  bank? 

Mr.  Adkins.  Yes,  sir. 

Senator  Walsh.  The  officere  of  the  bank  were  borrowing  money 
for  themselves  or  for  the  bank.  In  what  name  were  the  stocks 
bought  ? 

Mr.  Adkins.  In  the  name  of  the  bank. 

Senator  Walsh.  So  the  officers  of  the  bank  were  borrowing  money 
fi'om  the  bank  and  buying  stocks  in  the  name  of  the  bank.  Is  that, 
right? 

Mr.  Adkins.  They  were  not  even  going  that  far,  Senator.    What 
they  did  was  to  buy  their  stocks  from  their  brokers,  and  t\v^  VrccJ&Kt^ 
carried  that  account  in  the  name  of  the  Biggs  TSationiX  "ft^x^,   "V^ 
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did  not  i-equii-o  any  money  or  collateral,  because  the  Biggs  National 
Bank  had  plenty  of  credit,  and  when  the  broker  would  send  up  the 
stoc*k  he  would  get  credit  in  his  pass  book  with  the  Riggs  National 
Bank  for  the  cost  of  the  stock. 

Senator  Gronna.  You  say  this  profit  would  go  to  the  officers  of 
the  bank  and  not  to  the  ban&} 

Mr.  Adkins.  No,  sir;  I  did  not  say  that.  I  said  it  alwayn  got  to 
the  bank. 

Senator  Walsh.  The  profits  went  into  this  account,  as  I  under- 
stand it? 

Mr.  Adkins.  Yes,  sir;  they  went  into  this  account.  I  may  be 
mistaken  about  saying  they  always  got  to  the  bank.  Tliey  diet  not 
always  get  to  the  bank. 

Senator  Walsh.  \Miy  should  not  the  profits  have  gone  in  as  an 
asset  instead  of  in  the  personal  account? 

Mr.  Adkins.  Because  that  would  be  an  indication  that  they  were 
doing  this  thing  which  was  illegal. 

Senator  Gronna.  Just  going  back  to  my  proposition  that  it  is 
illegal  for  national  banks  to  transact  any  re^il  estate  business,  and 
this  was  known  generally  by  the  ComptroHer  of  the  Currency 

Mr.  Adkins.  It  was  known  by  all  prior  comptrollers;  I  have  no 
doubt  of  that. 

Senator  Walsh.  He  says  it  was  the  beginning  of  the  break. 

Mr.  Adkins.  You  interrupted  me  there.  It  was  the  break.  You 
asked  me  how  they  got  this  money.  I  say  they  got  some  of  the 
money  by  dummy  loans.  One  of  those  was  explained  by  Mr.  Hogan. 
You  recall  that? 

Senator  Gronna.  Yes. 

Mr.  Adkins.  It  was  an  $86,500  loan  they  were  wanting  to  make, 
and  they  did  not  have  the  money.  One  of  their  tellers  made  the 
note.  No  one  knew  that  was  really  Mr.  Glover's  loan.  That  was  a 
concealed  or  dummy  note,  and  it  was  an  improper  banking  practice. 
It  may  have  been  entirely  safe;  but  there  is  not  one  rule  for  the  man 
who  comes  out  safe  in  his  bank  and  one  for  the  man  who  fails.  The 
rich  and  the  poor,  the  successful  and  the  unsuccessful  bank  are 
bound  by  the  same  rule. 

Senator  Gronna.  My  only  purpose  is  to  get  at  the  facts,  to  get 

the  truth. 

Mr.  Adkins.  I  would  not  for  a  moment  mislead  you.  Senator,  or 

give  any  half  truths. 

Senator  Gronna.  I  know  that. 

Mr.  Adkins;  As  a  matter  of  law  and  equity  in  my  judgment  they 
were  doing  this  business  upon  the  funds  ot  the  bank.  In  other  words, 
they  continued  to  do  what  they  might  have  done  as  a  private  banking 
firm  but  what  was  unlawful  for  a  national  bank  to  clo.  They  did  it 
until  Comptl-oller  Williams  started  his  series  of  calls,  and  by  the  time 
he  got  through  they  had  quit  these  unlawful  things 

Senaor  Gronna.  But  what  troubles  me — I  am  kind  of  slow  to  get 
at  these  things ;  I  know  that. 

Mr.  Adkins.  No;  you  are  not  slow.  Senator. 

Senator  Gronna. 'What  troubles  me  is  this:  If  the  bank  officials 
were  doing  business  in  the  name  of  the  bank,  it  mattered  nothing 
whether  they  used  actual  money  or  not.  If  they  used  the  credit  of 
the  bank,  and  if  they  made  a  profit  by  using  the  credit  of  the  bank, 
whether  cash  or  otherwise,  it  makes  no  difference.  I  say  that  would 
be  an  absolutely  illegal  act  and  a  violation  not  only  of  law  but  of  all 
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the  fundamental  principles  of  good  banking,  if  that  profit  actually 
went  into  the  pockets  of  these  officials  as  individuals,  and  if  it  did  not 
go  to  the  credit  of  the  bank. 

That  is  what  I  can  not  understand.  You  are  stating  here  that  they 
used  the  credit  of  the  bank.  We  do  not  need  to  disassociate  cash  and 
credit  at  all.  We  all  understand  what  that  means.  Did  the  officials 
of  the  Riggs  National  Bank  use  the  money  or  the  credit  of  the  Riggs 
National  Bank  in  these  business  transactions,  and  did  they  pocket  tms 
money  ? 

Mr.  Adkins.  The  best  way  I  can  answer  that  is  to  give  you  the 
history  of  the  entire  account;  but  I  will  say  that  they  did  use  the 
credit  of  the  bank.  When  Mr.  Trimble  came  along  ana  found  these 
two  accounts  he  was  told  by  the  Flathers,  "  Yes,  mose  profits  go  to 
us  " ;  and  one  of  them  said,  "  I  will  show  you  my  income-tax  return 
if  you  want  to  see  it  as  proof." 

Afterwards  they  said,  "  No ;  these  things  are  ours.  We  think  we 
have  got  the  right  to  them,  but  we  do  not  take  them,  and  we  always 
turn  mem  over  to  the  Riggs  National  Bank."  Mr.  Hojgan  explained 
to  you  that  they  used  this  fund  for  purposes  for  which  a  national 
bank  could  not  use  it.  Some  reference  was  made  to  the  fact  that 
somebody  referred  to  it  as  a  slush  fund.    He  said : 

If  we  want  to  make  a  contribution  to  the  inauuration  of  the  President,  a 
national  bank  can  not  do  that,  but  these  officers  of  the  bank  can  make  the 
contribution  in  the  name  of  the  bank.  If  we  want  to  send  a  clerk  to  attend 
the  bankers'  convention,  the  bank  can  not  pay  his  exi)en8es,  but  the  officers 
of  the  bank  can  pay  the  expenses  of  this  clerk. 

Senator  Gronna.  That  is  what  Mr.  Hogan  says?  But  what  do  you 
say  about  it? 

Mr.  Adkins.  I  say  they  did  that  thing  and  I  say  as  a  matter  of 
equity  this  fund  from  the  beginning  belonged  to  the  I^ifi^  National 
Bank,  and  that  the  reason  the  Flatners  and  the  other  cheers  of  the 
bank  would  not  state  the  ownership  of  it  was  because  they  were  afraid 
that  was  so. 

Senator  Gkonna.  Where  did  the  money  heally  get  to? 

Mr.  Adkins.  The  money  got  back  to  the  bank.  If  they  had  a  loss, 
they  charged  it  off  to  this  account. 

Senator  Walsh.  Has  anybody  ever  been  able  to  see  the  checks 
drawn  against  this  old  account? 

Mr.  Adkins.  I  do  not  recall  about  that,  Senator. 

Senator  Walsh.  I  suppose  the  reason  why  the  comptroller  later 
asked  for  all  the  letters  and  reports  and  what  papers  and  documents 
had  been  destroyed  was  because  he  was  makmg  a  search  for  this 
account  ? 

Mr.  Adkins.  That  had  something  to  do  with  it. 

Senator  Walsh.  If,  as  you  say,  this  was  the  basis  of  the  trouble 
with  the  bank,  I  think  it  important  that  you  go  ahead  and  give  us  a 
statement  of  this  account  as  concise  as  possible. 

Mr.  Adkins.  The  Riggs  National  Bank  is  the  continuation  of  a 
private  banking  firm.  There  was  no  reason  in  the  world  whj  that 
private  banking  firm  could  not  lend  all  its  capital  and  invest  m  real 
estate  loans  or  buy  stocks  and  bonds  for  itself  and  for  customers, 
but  the  moment  it  became  a  national  bank  it  could  not  do  any  of 
those  things.  It  could  not  make  real  estate  loans  on  commissions; 
it  could  not  make  loans  on  real  estate  and  invest  in  stocks  and  bonds 
for  itself  or  do  a  stock  brokerage  business.    It  did  all  oi  ttio^^  \\\  w^. 
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The  Chairman.  There  is  just  one  i>oint  I  want  to  ask  you  about? 
I  am  trying  to  find  1^.  Hogan's  testimony  in  regard  to  this  matter 
under  discussion,  but  I  do  not  happen  to  be  able  to  put  my  eye  on  it 
now.  As  I  remember,  these  brokerage  accounts  were  the  individual 
accoimts  and  not  bank  accounts? 

Mr.  Adkiks.  They  were  accounts  upon  the  books  of  the  bank  in  the 
name  of  these  two  mdividuals. 

The  Chairman.  Yes,  which  was  perfectly  proper  at  that  timd; 
but  as  I  say,  it  was  the  custom  of  all  the  banks,  if  I  remember  Mr. 
Hogan's  testimony,  to  keep  accounts  with  this  broker's  office  here 
in  Washington,  but  all  the  profits  made  went  to  the  bank,  as  I  remem> 
ber  his  statement. 

Mr.  Adkins.  He  says  that  all  the  profits  went  to  the  bank. 

The  Chairman.  You  do  not  dispute  that? 

Mr.  Adkins.  Yes;  he  is  not  entirely  correct  as  to  that,  though  he 
described  the  history  of  the  account  accurately;  he  did  not  make 
any  misstatement  as  to  where  the  funds  went.  But  you  have  not 
•remembered  it  in  sequence,  Senator.  So  far  as  other  banks  are 
concerned — and  I  do  not  know  anything  about  them — I  do  not 
think  it  has  anything  to  do  with  this  case.  If  this  bank  violated 
the  law,  I  do  not  see  that  it  helps  it  out  to  say  that  other  banks  in 
the  community  were  doing  the  same  thing. 

But,  Mr.  Chairman,  just  let  me  run  down  here  to  refresh  your  recol- 
lection as  we  go  along.  This  bank  was  organized  in  1896.  Until  the 
1st  of  January,  1897,  only  a  few  months,  perhaps  six  months,  it  did 
this  entire  business  in  its  own  name.  It  conducted  a  real  estate 
brokerage  business  and  a  stock  brokerage  business  in  its  name. 
That  is  admitted. 

The  Chairman.  Yes;  I  do  not  understand  that  that  is  disputed. 

Mr.  Adkins.  That  was,  of  course,  wrong.  They  did  not  have  any 
right  to  do  that;  and  that  would  answer  one  of  the  questions  that 
you  put.  Senator  Gronna. 

In  January,  1897,  it  organized  the  firm  known  as  Glover,  Hyde, 
Johnston  et  al.  There  were  six  stockholders  in  this  bank.  Five  of 
them  wanted  to  enter  into  this  business  of  real  estate  brokerage 
and  the  other  did  not  care  to  go  in,  so  that  they  organized  a  firm 
consisting  of  the  five  and  they  had  a  capital  of  $30,000,  and  they 
conducted  a  real  estate  brokerage  business  in  the  name  of  the  firm. 
All  of  the  profits  made  by  that  firm  were  divided  among  the  stock- 
holders of  the  firm. 

The  Chairman.  On  page  33  of  Mr.  Hogan's  testimony  I  find  this 
statement : 

Under  the  national  banking  law  a  national  bank  had  no  riglit  to  lend  money 
on  real  €?state.  and  under  the  construction  of  that  law  by  the  office  of  the 
Comptroller  of  the  Currency  a  national  bank  had  no  right  to  lend  money  on 
notes  which  were  secured  by  real  estate  notes.  If  John  Jones  owned  a  note 
for  $5,000  that  was  collaterally  secured  on  a  building  worth  $50,000,  and  he 
wanted  $4,000  and  he  went  to  a  national  bank  and  gave  his  personal  note  for 
$4,000  and  gave  the  $5,000  real  estate  note  as  security,  the  comptroller's 
office  held  that  was  within  the  prohibition  of  the  law.  The  comptroller's  office 
erroneously  so  held  because  subsequently,  about  the  year  1906,  the  United 
States  Supreme  Court,  whose  conclusions  on  that  subject  are  binding  both 
on  banks  and  the  comptroller,  held  that  the  comptroller's  office  and  the  Treasury 
Department  had  been  all  wrong  in  that  construction  and  that  a  national 
bank  had  a  perfect  right  to  lend  money  on  personal  notes,  even  tho»^gli  these 
personal  notes  were  buttressed  and  secured  by  real  estate  notes. 
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Mr.  Adkins.  Mr.  Chairman,  that  is  not  the  kind  of  question  I 
have  in  mind.  That  particular  transaction  does  not  have  anything 
to  do  with  these  Glover  and  Flather  and  Flather  and  Flather  ac- 
counts. 

The  Chaikman.  You  were  speaking  of  real  estate  loans. 

Mr.  Adkins.  I  mean  the  business  of  making  loans  on  real  estate. 
I  do  not  mean  the  business  of  lending  money  by  the  bank  on  the 
security  of  real  estate.  I  do  not  agree  with  Mr.  Hogan  in  what  he 
says  there  about  the  law,  but  that  is  not  the  question  that  I  am 
talking  about  just  now.  He  admits  that  a  national  bank  has  no 
right  to  make,  as  a  real  estate  broker,  loans  for  others  on  real  estate. 
You  know  we  have  any  number  of  men  in  this  town  whose  business 
it  is  to  loan  money  in  that  way.  If  you  want  to  borrow  money  on 
real  estate,  you  go  to  them  and  they  have  a  client  who  will  furnish 
you  the  money  and  they  will  charge  you  a  commission.  That  is 
what  the  bank  was  doing. 

Senator  Walsh.  In  other  words,  to  get  around  that  law  which 
prohibited  a  national  bank  fi-om  doinff  that,  five  officers  formed  on 
the  side  a  corporation,  and  all  the  thin^  that  the  banking  laws 
prevented  their  doing  as  a  bank,  they  did  m  that  way? 

Mr.  Adkins.  Yes^ir. 

The  Chairman.  When  did  that  begin? 

Mr.  Adkins.  It  began  in  January,  1897,  and  continued  until  1902. 

The  Chairman.  It  was  not  a  national  bank? 

Mr.  Adkins.  Yes;  it  was  organized  in  1896,  Senator. 

The  Chairman.  What  was  it  before  that  time? 

Mr.  Adkins.  It  was  a  private  banking  firm  that  had  a  right  to  do 
pretty  much  as.  it  pleasea. 

The  Chairman.  I  understand  Mr.  Hogan  said  that  this  custom 
was  discontinued  after  the  bank  had  become  a  national  bank. 

Mr.  Adkins.  That  is  their  contention,  but  it  never  seemed  to  me 
that  that  was  a  defense,  that  if  the  members  of  a  private  banking 
firm  wanted  to  become  a  national  bank  they  wanted  to  do  it  for  the 
purpose  of 

Trie  Chairman.  I  merely  want  to  get  the  record  straight;  that 
is  all. 

Mr.  Adkins.  They  contend  that  this  grew  up  as  a  private  firm 
that  had  been  in  the  habit  of  doing  certain  things  and  it  was  the 
only  way  to  keep  their  business. 

S&nator  Walsh.  Did  the  private  real  estate  brokerage  corporation 
borrow  money  from  the  Riggs  National  Bank? 

Mr.  Adkins.  I  am  not  clear  about  that.  Senator,  but  I  have  not 
any  doubt  that  it  did,  and  I  also  have  not  any  doubt  that  when  it 
did  they  put  up  security. 

Senator  Walsh.  In  other  words,  do  you  know  whether  or  not  the 
Riggs  National  Bank  financed  and  really  were  the  promoters  of  this 
real-estate  brokerage  company? 

Mr.  Adkins.  They  had  a  capital  of  $30,000.  We  could  answer 
your  question,  perhaps,  if  the  call  of  January  22,  1915,  had  been 
answered.  That  call  would  have  brought  forth  an  answer  to  your 
question,  one  way  or  the  other. 

Senator  Walsh.  So  that  Mr.  Williams,  when  he  made  that  call  of 
January  22,  was  trying  to  go  back  and  get  this  information  when  he 
made  this  request  for  a  further  report? 
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Mr.  Adkins.  Yes,  sir.  The  examiner  had  discovered  and  the 
comptroller  had  discovered  through  some  of  the  reports  made  to 
him  a  number  of  concealed  or  dummy  loans  to  officers  and  directors; 
but  it  was  by  no  means  complete.  It  is  not  a  thing  that  an  examiner 
can  get  from  the  books.  You  can  not  look  at  a  book  and  say,  "  That 
is  a  loan  made  bv  John  Smith  that  is  really  for  the  benefit  of  H.  H. 
Flather."    You  have  got  to  have  Flather  come  along  and  specify  it- 

So  he  asked  for  the  loans  from  the  beginning,  and  they  said,  **  We 
will  not  furnish  them.  There  are  such  loans  here  at  the  present  time, 
but  the  bank  has  not  lost  a  dollar  this  way,  and  we  will  not  give 
you  that." 

At  any  rate,  these  partners  made  some  $46,000  out  of  the  real- 
estate  brokerage  business  in  the  years  from  1897  to  1902.  During 
that  same  period  the  stock-brokerage  business  was  continued  and  it 
was  conducted  openly  in  the  name  of  the  bank.  There  is  no  dispute 
about  that.  Senator  Gronna. 

Senator  Walsh.  What  years  ? 

Mr.  Adkins.  They  did  that  business  until  the  organization  of  the 
bank,  until  1902.  For  a  period  of  six  years  tiie  stock-brokerage 
business  was  done  in  the  name  of  the  bank. 

Senator  Walsh.  In  other  words,  when  they  went  into  the  stock- 
brokerage  business  they  kept  an  account  in  the  name  of  the  bank 
like  any  office  doing  a  stock-brokerage  business  ? 

Mr.  Adkins.  That  is  correct. 

Senator  Walsh.  Were  there  any  votes  in  the  directors'  meetings 
of  the  Riggs  National  Bank  showing  any  authority  to  buy  stocks  and 
sell  stocks  and  keep  an  account? 

Mr.  Adkins.  I  do  not  know  of  any,  Senator.  I.  do  not  know 
whether  there  were  or  not. 

Senator  Gronna.  Would  it  be  permitted  under  the  law  and  under 
the  rulings  of  the  Comptroller  of  the  Currency? 

Mr.  Adkins.  Oh,  no.  That  was  the  difficulty  about  it.  Senator. 
They  were  doing  partly  openly  and  partly  under  cover  the  things 
which  they  could  not  lawfully  do. 

Senator  Walsh.  If  that  is  the  case,  I  understand  that  Mr.  Wil- 
liams has  been  too  lenient  with  them. 

Mr.  Adkins.  That  is  in  substance  what  Mr.  Justice  McCoy  said. 

The  Chairman.  I  have  found  the  place  I  had  reference  to,  Mr. 
Adkins.    It  is  on  page  62  of  Mr.  Hogan's  testimony : 

Some  years  after  that  Mr.  Owen  T.  Reeves,  a  notional  bank  examiner,  who 
is  now  vice  president  of  the  big  Corn  Exchange  Bank  in  Chicago,  and  who  went 
to  the  Ck)m  Exchange  Bank  from  the  Drovers'  National  Bank,  where  he  had 
been  president,  a  big  man,  as  I  understand  It.  in  the  banking  world  in  Chi- 
cago—Mr. Reeves,  as  I  say,  in  making  one  of  his  examinations  of  the  bank, 
inquired  of  the  money  that  went  into  tlie  commissions  account  and  was  in- 
formed of  the  facts  that  I  now  inform  you  of.  Mr.  Reeves  so  testified  in  court, 
on  his  oath,  in  the  criminal  prosecution. 

Mr.  Reeves  states  that  it  was  perfectly  proper  for  the  officers  to  earn  these 
commissions,  but  that  he  felt  that  when  the  commissions  were  earned  they 
ought  to  be  put  to  the  officer's  credit  and  not  to  the  credit  of  the  bank.  At 
his  suggestion — a  suggestion  which  he  made  in  his  report  to  the  comptroller's 
office — there  were  opened  two  accounts,  one  account  known  as  Flather  and 
Flather— Mr.  William  J.  Flather  and  Mr.  H.  H.  Flather— into  which  commis- 
sions earned  either  by  Mr.  Glover,  Mr.  Henry  Flather,  or  Mr.  William  Flather 
on  the  purchase  of  stock*  and  bonds  were  credited.  Another  account  was 
known  as  Glover  and  Flather,  into  which  any  commissions  made  on  real  estate 
loans  would  be  credited. 
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Those  accounts  were  i)erfectly  open  to  every  bank  examiner  that  came  Into 
the  hank.  They  were  there,  as  I  remember  It — I  may  not  be  accurate  about 
this — but  approximately  for  eight  years  prior  to  Mr.  Williams's  Incumbency 
of  the  office  of  comptroller.  Although  advised  that  they  had  a  legal  right  and  a 
moral  right  to  those  commissions,  and  although  they  knew  that  practically 
every  other  bank  at  that  time  in  the  city  of  Washington  had  a  president  or 
other  officers  who  were  engaged  in  other  business,  and  that  In  the  businesses 
in  which  they  were  engaged  they  made  their  money  openly  and  legitimately, 
Mr.  Glover  and  the  Messrs,  Flather  took  the  position  that  that  money  should 
go  to  the  bank. 

As  Owen  T.  Reeves,  the  national  bank  examiner  who  came  on  from  Chicago 
here  In  the  criminal  case  to  testify,  said,  under  oath,  that  the  condition  was 
most  unusual  In  this,  that  In  almost  every  bank  he  had  examined  there  were 
some  earnings  that  the  officers  had  used  themselves,  but  In  this  case  he  found  a 
national  bank  where  Its  officers,  who  were  making  commissions  legitimately 
were  turning  them  over  to  the  bank. 

Senator  Walsh.  That  is  a  now  banking  method  to  lue. 

Senator  Gronna.  That  answers  the  question  I  asked  a  while  ago. 

Mr.  Adkins.  I  do  not  understand  that  Mr.  Reeves  approved  this 
course.  I  did  not  hear  his  testimony  in  court,  and  I  can  not  under- 
take to  tell  you  what  he  said  then,  but  I  come  in  a  moment  to  what 
their  claim  was  at  the  time  in  this  civil  ca,se. 

In  1902  for  five  or  six  years  the  officers  had  been  divided.  The 
real  estate  brokerage  business  h^d  been  conducted  by  the  officers  or 
the  stockholders,  nve  of  them,  and  the  rest  had  been  conducted 
openly  in  the  name  of  the  bank,  on  the  credit  of  the  bank,  without 
the  bank  getting  the  profits.  In  1902  th^jr  enlarged  their  capital 
stock  and  a  great  deal  of  fresh  capital  came  in  and  it  absorbed  then 
this  real  estate  brokerage  firm  of  Grlover,  Hyde,  Johnston  et  al.  From 
190^  until  1906  the  brokei*age  business  in  real  estate  loans  and  stocks 
was  carried  on  in  the  name  of  the  bank  openly,  and  the  money  went 
to  this  commission  account  that  he  refers  to  openly,  and  went  to 
the  bank.  So  that  for  that  period  of  four  years  you  tave  admittedly 
the  bank  violating  the  law  in  both  of  these  connections. 

When  Mr.  Reeves  came  along  in  1906  and  made  his  first  examina- 
tion he  said,  "  You  have  no  nght  to  do  that."  They  said,  "  Well, 
that  is  in  the  commission  account.    The  business  is  really  done  " 

The  Chairman.  Are  you  quoting  from  the  record  now,  or  some- 
thing that  Mr.  Reeves  told  you? 

Mr.  Adkins.  I  am  quoting  from  the  record,  what  they  said  about  it. 

The  Chairman.  Go  ahead. 

Mr.  Adkins.  The  bank  contended  to  Mr.  Reeves  that  the  officers 
were  doing  this,  and  then  Mr.  Reeves's  reply  was  that  "if  the  officers 
are  doing  this  as  individuals,  carry  the  accounts  in  their  names.  If 
it  is  not  the  bank's  business,  you  ought  not  to  carry  it  in  the  name 
of  the  bank." 

In  1906,  having  been  told  that  they  had  been  violating  the  law 
for  four  years  and  to  desist  from  (loing  it,  they  opened  up  two 
accounts.  In  the  Glover  and  Flather  account  was  carried  all  the 
profits  made  from  commissions  on  the  loaning  of  money  on  real 
estate.  They  would  simply  lend  money  out  and  then  sell  the  notes 
to  anybody  that  came  along:,  any  customer  of  the  bank  or  anybody 
that  wanted  to  get  them.  Then  they  carried  in  the  name  of  Flather 
and  Flather  the  stock  brokerage  business  except  commissions  made 
on  out  of  town  business,  on  which  until  1910  the  profits  went  directly 
to  the  bank. 

So  you  have  then  admittedly  from  1896  to  1910  this  stock  broker- 
age business  being  carried  on  openly  in  the  name  of  the  bank. 
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Then,  I  think,  after  1910  all  of  the  stock  brokerage  business  went 
to  the  credit  of  Flather  and  Flather. 

Senator  Gbonna.  Your  contention  is  that  this  was  detrimental  to 
the  bank? 

Mr.  Adkins.  Oh,  not  at  all.  I  do  not  know  whether  it  was  detri- 
mental to  the  bank  or  not.  I  think  probably  the  bank  made  a  lot 
of  money  out  of  it.  My  contention  is.  Senator,  it  was  a  violation  of 
the  national  banking  law. 

Senator  Walsh.  Your  contention  is  that  if  that  bank  can  do  that 
in  that  hidden,  underground  method,  every  bank  in  the  country-  can 
be  speculating  with  public  funds? 

Mr.  Adkins.  Yes,  sir. 

The  Chairman.  Senator  Henderson  asked  this  question : 

What  is  the  object  in  putting  it  into  the  individual  names? 

Mr.  Hooan.  It  was  directed  Ijy  the  Treasury  Department  through  Mr.  Owen 
T.  Reeves. 

Senator  Het^derson.  I  understand,  but  if  some  of  those  men  liad  died,  would 
it  not  have  caused  court  proceedings? 

Mr.  HoGAN.  Not  at  all,  because  the  bank  had  no  legal  right  to  it  Voluntarily, 
from  time  to  time,  it  passed  to  the  bank.  The  Treasury  Department  held  that 
the  bank  had  no  right  to  make  commissions.  That  would  have  been  a  brokerage 
business.    That  was  perfectly  well  understood. 

Senator  Henderson.  Really,  it  was  entifely  voluntary  on  the.  part  of  Glover 
and  those  men  to  turn  it  over  to  the  bank? 

Mr.  Hogan.  Precisely,  and  the  contention  always  was  that  the  business  out 
of  which  these  commissions  were  made  was  business  which  they  had  a  legal  and 
moral  right  to  engage  in. 

We  called  from  Chicago  and  Baltimore  the  national-bank  examiners  who  had 
examined  this  bank,  and  they  said  on  their  oath,  in  the  criminal  proceedings 
that  those  facts  were  made  known  to  them  and  they  examined  those  books  and 
knew  that.  Yet  by  distorting  the  facts  connected  with  it  you  find  volumes  of 
correspondence  denouncing  that  practice  in  the  business. 

Along  in  1914,  after  the  Federal  reserve  act  was  passed,  there  was  a  clause 
in  it  which  provided  that  no  bank  officer  could  receive  any  compensation  other 
than  his  salary  fixed  by  the  board  of  directors.  Personally,  my  contention  is 
that  that  would  have  no  reference  whatever  to  what  a  bank  officer  earned  firom 
some  business  not  connected  with  tlie  bank.  In  order  that  they  would  not, 
contravene  the  ^irit,  if  not  the  letter  of  the  act,  in  1914  these  officers  volun- 
tarily decided  that  they  would  no  longer  engage  in  that  conunission  business. 

Mr.  Adkins.  I  might  remark,  Senator,  that  he  voluntarily  decided 
not  to  engage  in  that  business  after  the  comptroller  had  begun  to 
make  his  calls  for  the  reports. 

The  Chaikmax.  After  1910,  according  to  your  statement,  as  I 
understand  it,  eveiy  dollar  of  profit  went  to  the  benefit  of  the  bank? 

Senator  Walscb.  Went  to  what,  Senator? 

The  Chairman.  Went  to  the  bank. 

Mr.  Adkins.  Oh,  it  went  to  the  bank. 

Senator  Walsh.  To  this  account;  and  this  account  went  to  the 
bank? 

Mr.  Adkins.  I  should  say  after  1906,  Senator. 

Senator  Walsh.  I  do  not  think  you  have  yet  said  what  checks 
were  drawn  against  that  account  from  time  to  time? 

Mr.  Adkins.  I  have  not  any  doubt  that  after  1906  that  money 
found  its  way  into  the  coffers  of  the  bank,  in  some  wav. 

The  Chairman.  Can  we  meet  again  this  afternoons 

Senator  Walsh.  I  think  we  ought  to. 

The  Chairman.  We  will  take  a  recess  until  half-past  2. 

(Whereupon,  at  1.10  o'clock  p.  m.,  the  conmiittee  took  a  recess 
until  2.30  oxlock  p.  m.) 
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^VFTERNOON    SESSION. 

The  committee  reconvened  at  the  expiration  of  the  recess  at  2.30 
o'clock  p.  m. 

STATEMENT  OF  KR.  JESSE  C.  ADKINS— Eesomed. 


Mr.  Adkjns.  Mr.  Chairman,  just  before  the  adjournment  I  had 
been  discussing  the  Glover  and  Flather  and  the  Flather  and  Flather 
-  accounts,  and  briefly  to  restate  what  had  been  covered  there.  These 
accounts  had  first  been  called  to  the  attention  of  the  comptroller 
by  Examiner  Trimble  in  May,  1914,  and  the  examiner  had  reported 
that  he  was  advised  that  one  of  the  Flathers  claimed  that  they  were 
making  $5,000  a  year  out  of  this  business,  and  it  was  their  own 
money  and  he  could  substantiate  that  by  the  production  of  his 
inpome  tax  return. 

Upon  further  investigation,  he  was  told  that  while  the  moneys 
made  through  these  accounts  might  belong  to  Glover  and  Flather 
and  Flather  and  Flather,  none  of  them  had  ever  taken  a  dollar  of 
the  profits,  but  that  the  profits  had  always  gone  and  would  always 
go  to  the  bank. 

He  thereupon  asked  the  point-blank  question,  "  Who  is  the  owner 
of  this  fund  now  in  the  possession  of  the  bank?"  And  he  could 
never  get  a  direct  answer  to  that  question.  The  bank  says,  "  That 
is  a  question  of  law  which  we  can  not  be  expected  to  answer."  They 
repeated  that  the  bank  would  get  the  benefit  of  it,  and  always  had 
gotten  the  benefit  of  it,  but  when  asked,  "Is  this  the  bank's  fund, 
or  is  it  the  fund  of  the  officers?"  they  said,  "You  can  not  expect 
us  to  answer  that.    That  is  a  question  of  law." 

.It  seemed  to  us  that  was  a  very  remarkable  situation  for  a  bank 
to  be  in,  to  have  $50,000  in  its  hands,  and  be  unable  to  state  as  a 
legal  proposition  whether  the  bank  owned  the  money  or  the  bank 
did  not  own  the  money,  and  it  came  about  in  this  way,  which  I 
have  pointed  out.  It  represented  the  two  accounts.  They  had 
been  consolidated,  I  think,  m  April,  1914,  under  the  title  of  "Flather 
and  Flather."  The  comptroller  in  his  return  in  the  equity  case 
says  that  in  his  judgment  the  moneys  there  belonged  in  law  and 
in  equity  to  the  bank,  and  and  not  to  the  officers  of  the  bank,  and  he 
undertook  to  state  the  facts  to  support  that  view  of  the  real  owner- 
ship of  the  funds. 

Those  facts  were,  briefly — and  for  the  moment  I  am  still  restat- 
ing— these : 

In  1896,  when  this  bank  was  organized,  its  predecessor  had  been 
engaged  in  the  stock  brokerage  business  and  in  the  business  of  real 
estate  brokers,  making  loans  upon  commissions  upon  real  estate. 
The  bank  continued  to  do  both  of  those  businesses.  It  had  no  legal 
right  to  do  so.  It  was  in  violation  of  its  powers.  It  was  a  violation 
of  the  law.  But  for  six  months  openly,  and  without  any  question, 
it  continued  these  illegal  businesses. 

They  continued  in  the  name  of  the  bank  the  stock  brokerage  busi- 
ness until  1906.  For  a  full  period  of  10  years  the  stock-brokerage 
business  was  done  in  the  name  of  the  bank,  by  the  bank,  on  the 
credit  of  the  bank,  and  with  the  funds  of  the  bank,  and  the  bank 
openly  got  all  of  the  money  made  from  that  brokerage,  and  that 
was  in  absolute  violation  of  the  law. 
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Senator  Fi-etcher.  May  I  interrupt  just  there  a  moment? 

Mr.  Adkins.  Yes,  Senator. 

Senator  Fletcher.  As  I  gathered  from  Mr.  Hogan,  his  position 
about  that  stock  brokerage  business  was  that  it  was  reaUy  not  what 
we  would  properly  designate  as  a  stock  brokerage  business,  but  that 
it  was  a  kmd  of  an  agency  for  affording  customers  of  the  bank  con- 
tact wjth  a  local  concern  that  dealt  solely,  I  gathered  from  his  testi- 
mony, in  local  stocks  and  bonds  for  investment  purposes,  and  that 
all  the  banks  of  the  city  had  the  same  connection  that  Biggs  Bank 
had  with  that  business. 

Mr.  Adkins.  I  have  no  doubt,  Senator,  that  the  business  started 
because  the  old  firm  of  Biggs  &  Co.  had  been  doing  that  character 
of  business  for  its  client^.  But  that  did  not  change  the  law  any. 
When  Biggs  &  Co.  became  a  national  bank,  they,  of  course,  were 
subject  to  the  national  bank  law,  and  what  they  did  was  in  direct 
violation  of  that  law.    It  was  ultra  vires  their  powers. 

Senator  Fletcher.  I  catch  that  point  all  right,  but  I  thought  I 
might  direct  your  attention  to  Mr.  Hogan's  statement  about  that 
with  a  view  to  having  you  state  whether  that  was  the  real  situation 
or  not. 

Mr.  Adkins.  I  do  not  know  what  other  national  banks  were  doing. 
Senator.  I  do  not  understand  that  they  were  doing  this  openlj",  as 
the  Biggs  Bank  was.  It  is  stated  that  the  officers  of  other  national 
banks  conducted  business  of  this  character  in  their  own  names  and 
for  their  own  benefit.    That  may  be  so. 

Senator  Fletcher.  You  do  not  know  whether  they  were  con- 
nected up  by  private  wire,  and  that  sort  of  thing,  as  this  bank  was? 

Mr.  Adkins.  No,  I  do  not  know. 

Senator  Fletcher.  Do  you  know  whether  this  was  a  brokerage 
business  simply  confined  to  local  stocks  and  bonds? 

Mr.  Adkins.  It  was  not,  for  this  reason,  Senator:  It  appears  in 
our  record  that  until  January,  1910,  all  commissions  upon  the  out-of- 
town  business  were  paid  directly  to  the  bank.  Oh,  no,  the  stock 
brokerage  business  in  Washington  is  quite  slight,  if  you  confine  it  to 
our  local  securities.  You  can  pick  up  the  paper  any  day  and  see 
perhaps  20  or  30  securities  listed  there.  The  real  bulk  of  the  busi- 
ness is  done  in  New  York  and  in  securities  that  are  foreign  to  us. 

As  I  pointed  out,  the  stock-brokerage  business  was  carried  on  in 
the  name  of  the  bank  altogether  until  1906,  for  a  period  of  10  years. 
The  real-estate  brokerage  business  was  carried  on  in  the  name  of  the 
bank  for  all  of  that  period  except  an  interval  of  five  years,  between 
January,  1897  and  1902,  and  durmg  that  period  it  was  carried  on  by 
a  firm  of  Glover,  Hyde,  Johnston,  and  others,  composed  of  five  of 
the  six  stockholders  of  the  bank.  It  was  explained  that  the  sixth 
stockholder  did  not  care  to  carr\'  on  that  business.  They  had  a 
capital  of  $^30,000,  and  they  conducted  the  busiiness  in  their  own 
name,  and  with  their  own  capital,  and  I  believe  dining  that  time 
this  partnership  made  a  profit  of  some  $40,000,  which  was  divided 
among  the  partners. 

In  1902  the  capital  of  the  bank  was  enlarged  and  the  stock  went 
into  many  hands.  Theretofore  it  had  been  in  the  hands  of  six 
j>eople,  I  think.  So  that  the  bank  officers  said,  "It  is  no  longer 
proper  for  us  to  caiTy  on  this  businesci  and  make  the  pi'ofit.  The 
bank  oucht  to  have  the  profit  of  the  real  estate  brokerage  business.*^ 
And  so  i)ie  real  estate  brokeraffe  business,  as  well  as  the  stock-broker- 
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age  business,  for  the  next  four  years  was  carried  on  in  the  name  of 
the  hank,  and  by  the  officers  of  the  bank.  The  profits  went  into  an 
account,  I  believe  called  the  "  Commission  account."  That,  of  course, 
was  in  direct  violation  of  the  law  and  l)eyond  the  powers  of 
this  bank. 

In  1906  a  new  examiner  came  along,  and  he  found  this  account, 
and  they  told  him  that  while  this  was  done  in  the  name  of  the  bank, 
it  was  really  done  by  the  officers  privately,  by  Mr.  Glover  and  Mr. 
William  J.  Flather,  in  whose  names  the  seats  upon  the  local  exchange 
stood.  As  I  understand  it,  the  bank  examiner  said,  "  If  that  is  so, 
let  your  books  show  what  the  fact  is.  If  these  men  are  carrying  on 
the  business,  you  had  better  carry  it  on  your  books  that  way." 
And  thereupon  they  opened  two  accounts,  (xlover  and  Flather,  which 
meant  the  president  and  vice  president  of  the  bank,  and  Flather 
and  Flather,  which  meant  the  same  vice  president  and  the  cashier 
of  the  bank. 

Glover  and  Flather,  then,  got  all  of  the  commissions  made  on 
real-estate  loans.  Flather  and  Flather  got  the  commissions  on  the 
local  stock-exchange  business  until  1910.  After  1910  they  got  it  all. 
The  stock-sale  commissions  outside  of  Washington  up  to  1010  went 
directly  to  the  bank. 

That  was  the  situation  in  May,  1914,  when  Examiner  Trimble 
found  this  account  for  the  first  time.  I  should  say  that  Glover  and 
Flather  had  been  closed  out  and  the  balance  transferred  to  Flather 
and  Flather,  so  that  Flather  and  Flather  then  had  the  entire  $50,000 
which  was  left  there  and,  as  you  will  recall,  at  first  Flather  and 
Flather  made  the  claim  that  that  was  theirs,  and  they  got  $5,000  a 
year  out  of  it,  and  then  later  the  officers  of  the  bank  said,  "  While 
that  may  be  theirs  legally,  they  have  never  gotten  a  profit  out  of  it^ 
and  do  not  claim  to  get  a  dollar  of  profit  out  of  it;  but  we  can  not 
tell  you  whose  account  it  is." 

I  say,  as  a  lawyer,  upon  a  careful  examination  of  all  of  the  facts  of 
the  case,  that  it  is  pretty  clear  that  the  funds  legally  and  equitably 
belong  to  the  bank  and  not  to  the  officers  of  the  bank,  and  I  base 
that  upon  the  way  in  which  the  business  was  being  done.  It  was 
seen  that  the  banK,  during  18  years,  had  managed  to  do  what  the 
law  foi^bade.  The  business  of  making  loans  on  commissions  on  real 
estate  and  of  selling  stocks  on  commission,  which  no  national  bank 
could  lawfully  do,  had  been  carried  on  without  pause  for  18  years,  a 
large  part  of  the  time  in  the  name  of  the  "bank.  The  rest  of  the  time 
it  had  been  carried  on  in  the  name  of  the  president  and  vice  president 
and  cashier  of  the  bank,  and  every  dollar  of  that  money  had  ulti- 
mately found  its  way  to  the  treasury  of  the  bank. 

Apparently  the  work  was  done  by  the  officers  of  the  bank,  in  bank- 
ing hours;  the  details  were  carried  on  by  the  bank  clerks,  the  accounts 
kept  in  the  bank  books,  the  bank  stationery  was  used,  and  the  bank 
funds  were  used.  If  Glover  and  Flather  or  Flather  and  Flather 
had  credit  and  a  man  came  along  and  wanted  to  borrow  $10,000,  and 
$10,000  was  there,  that  $10,000  would  be  used.  If  neither  one  of 
these  accoimts  had  sufficient  money  to  take  up  a  loan,  then  the 
money  would  be  borrowed  from  the  bank.  If  Mr.  Glover  wanted 
to  borrow  money,  he  did  not  give  his  own  note  to  the  bank,  but  he 
had  one  of  the  clerks  give  the  note,  and  tliat  transaction  took  place 
a  number  of  times,  how  many  times  the  comptroller  is  unable  to  tell 
yon,  because  his  call  for  the  report  that  would  have  furnished  tVvaA> 
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iiifoi'ination  was  never  aiiswei-ed.  That  was  the  one  of  January  22, 
1915,  which  resulted  in  the  imposition  of  the  penalty.  The  comp- 
troller was  never  able  to  get  a  list  of  all  the  indii-ect  or  dummy  loans 
made  to  the  officers  of  the  bank. 

Up  to  date  this  account  has  been  discussed  before  you  gentlemen 
as  if  it  contained  nothing  else  but  the  moneys  which  were  made  in 
this  way.  As  a  matter  of  fact,  it  was  apparently  used  as  a  catch-all, 
and  it  contained  a  very  substantial  pi-ofit  of  $h6,000  made  in  1908 
by  a  transaction  conducted  by  the  National  City  Bank  and  the  Biggs 
National  Bank  in  connection  with  the  Crocker  National  Bank  of 
San  Francisco. 

The  two  banks  together,  the  National  Citv  and  the  Biggs  Bank, 
made  a  profit  of  $112,000  or  $115,000,  and  that  profit  wius  divided 
equally  between  them.  The  Biggs  Bank  got  $56,000,  and  that  profit 
was  put  in  this  Glover  and  Flather  account. 

Let  me  tell  you  a  little  more  in  detail  about  that.  In  the  panic 
of  1907  the  Crocker  National  Bank  wanted  some  ready  cash.  It 
had,  I  think,  $500,000  of  Government  bonds,  and  the  arrangement 
was  made,  through  Mr.  Ailes,  vice  president  of  the  Biggs  National 
Bank  and  an  officer  of  the  National  City,  that  these  two  oanks  would 
buy  those  bonds  and  furnish  $500,000  in  cash.    That  was  done. 

In  the  following  year  those  bonds  wei-e  sold  at  a  very  substantial 
profit — in  fact,  the  profit  was  over  $100,000 — and  that  profit,  or 
naif  of  it  due  to  Biggs  Bank,  went  into  this  Glover  ana  Flather 
account.  You  see,  that  was  not  a  real  estate  commission.  It  was 
a  transaction  conducted  upon  the  credit  of  the  National  City  Bank 
and  the  Biggs  National  Bank,  and  involved  a  verv'  large  sum  of 
ready  money. 

It  is  perfectly  true  that  when  Mr.  Ailes  was  questioned  about 
that-,  he  insisted  that  that  was  a  personal  transaction  of  his,  and  in 
the  examination  that  took  place,  at  which  Senator  Bailey,  the  coun- 
sel for  the  bank,  was  present,  Senator  Bailey  insisted  that  he  could 
I'ustify  Mr.  Ailes  in  claiming  that  entire  $56,000  for  himself:  and  yet 
le  put  it  into  this  account.  When  he  was  asked  where  he  thought 
it  was  going  when  it  went  into  this  account,  he  said,  "  Why,  I  was 
perfectfy  confident  that  it  would  ultimately  get  into  the  Biggs  Na- 
tional I^ank.  I  did  not  have  any  agreement  to  that  affect.^*  But* 
legally,  he  said,  Messrs.  Glover  and  Flather  would  have  been  entitled 
to  keep  that  money  if  they  had  wanted  to.  But  he  had  sufficient 
confidence  in  them  to  believe  that  that  money  would  ultimately  get 
to  the  bank.    And,  of  coui*se,  it  did  get  to  the  bank. 

However,  the  correspondence  that  was  carried  on  in  that  case  was 
carried  on  between  the  National  City  Bank  and  the  Biggs  National 
Bank.  I  want  to  call  your  attention  to  a  letter  of  February  8,  1918, 
written  by  the  National  City  Bank  to  the  Biggp  National  Bank, 
which  appears  on  page  84  of  Mr.  Williams'  return  in  the  equity  case: 

AVe  have  today  cre<llte<l  your  nc<'nunt  with  $24,704.16.  one-half  the  profit  In 
the  joint  account  in  United  Stiites  registered  4s  of  Utt5  (Crocker  National 
operations),  resulting;  from  sales  njade  during  tlie  month  of  January. 

And  in  a  letter  of  February  4, 1918,  signed  by  William  J.  Flather, 
vice  president,  to  the  assistant  cashier  of  the  National  City  Bank,  it 
is  said : 

We  beg  to  acknowledge  receipt  of  your  letter  of  the  8d  instant — 
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the  one  to  which  I  have  just  referred — 

in  which  you  advise  having  credited  our  account  $24,704.16,  representing  one- 
half  of  tlie  profits  on  sales  during  the  month  of  January  of  United  States  regis- 
tered 48  of  1925,  which  were  purchased  by  us  for  joint  account  through  the 
Croker  National  Bank  of  San  Francisco.  We  note  that  as  further  sales  are 
made  from  this  Joint  account  you  will  credit  our  account  with  one-half  the 
profits  shown  or  one-half  the  losses  entailed.  With  thanks,  we  remain, 
Very  truly,  yours, 

Wm.  J.  Flatheb,  Vice  President. 

It  is  perfectly  apparent  from  the  correspondence  that  the  trans- 
action was  one  between  the  banks,  and  it  was  not  one  by  Mr.  Ailes 
or  Mr.  Flather  or  anybody  else  as  an  individual,  and  that  the  Riggs 
National  Bank  was  entitled  to  one-half  the  profits,  and  was  subject 
to  one-half  the  losses  if  there  might  be  any.  Fortunately,  there 
were  no  losses.  But  there  was  this  very  substantial  profit  of  $56,000, 
and  that  went  into  the  Glover  and  Flatner  account,  and  finally  found 
its  way  into  the  profits  of  the  bank. 

Senator  Gronna.  There  seems  to  be  no  disagreement  between  you 
and  Mr.  Hogan  on  that,  if  I  read  this  testimony  correctly. 

Mr.  Adktns.  Mr.  Hogan's  contention  is  that  that  account  belonged 
entirely  to  Glover  and  Flather  and  Flather  and  Flather,  and  the 
money  in  it.  He  said  legally  it  is  theirs.  I  call  your  attention  to 
this  Croker  National  Bank  transaction,  where  $56,000,  which  the 
National  City  Bank  had  credited  to  the  account  of  the  Biggs  Bank, 
had  gone  into  this  account,  and  say  that  Mr.  Hogan  was  wrong,  as 
a  matter  of  law,  in  contending  that  a  single  dollar  of  either  the 
Glover  and  Flather  account  or  the  Flather  and  Flather  account 
belonged  to  the  individuals.  I  say  that  in  equity  and  law  it  belonged 
to  the  bank,  always  did  belong  to  the  bank,  and  that  it  arose  out  of 
badness  carried  on  by  the  officers  of  the  bank  in  this  way  in  order  to 
set  around  the  provisions  of  the  national-bank  law  which  forbade 
Qie  doing  of  that  business.  . 

Senator  Gronna.  They  are  doing  this,  of  course,  in  order  to  get 
around  the  law  prohibiting  national  banks  from  doing  a  real  estate 
business.    That  is  why  they  are  doing  it  ? 

The  Chairman.  Were  doing  it,  you  mean.  Senator.  They  are  not 
doing  it  now. 

Mr.  Adkins.  No  ;  they  have  ceased  as  a  result  of  this  investigation 
made  by  the  comptroller. 

The  Chairman.  Well-; — 

Mr.  Adkins  (interrupting).  They  have  ceased  aft^  this  investiga- 
tion was  made,  if  you  please,  Senator. 

The  Chairman.  You  called  attention  this  morning  to  the  examina- 
tion  of  the  bank  made  by  Examiner  Beeves.  You  are  aware  that 
subsequent  examinations  were  made,  Mr.  Adkins,  by  other  examiners? 

Mr.  Adkins.  Yes. 

The  Chairman.  And  that  they  gave  the  bank  a  clean  bill  of  health 
right  up  to  the  time  this  controversy  began? 

Mr.  Adkins.  I  do  not  know  whether  they  give  it  a  clean  bill  of 
health  or  not.  Senator. 

The  Chairman.  I  want  to  read  you  what  Mr.  Hogan  says  about 
that: 

Senator  Henderson.  No  objection  had  been  made  by  any  Inspector  or  Federal 
official? 

Mr.  HooAN.  No.  sir.  In  1913  Mr.  Reeves  havinpr  resided,  a  new  bank  ex- 
aminer for  the  first  time  examined  our  bank — Mr.  Samuel  M.  Hann.    Mr.  Hann 
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^fjir^fi  -iia-  '^is^  ^rtr.'*  iail   "tLj -■»?!.:  TanT  vTrf  jtwr.  -iir  :*:»  so: 


Hr  H<w*^.  T*i»,  -"-r     I  mLrtas!  r»r  T»ry  fai5»?rair  ;«£€«  }hsc^.    Tbccv  Is  a 

^^rmtfjf  ffsnoMff.  Of  v!:ar  dtrt^? 
Mr  Rma.^.  Xty  14.  19I3L 

Uma  follows  the  exftminer^  report. 

Mr.  Aiwnrs.  Hats  jon  it  tlkeie! 

T>i^  CHAnnfAX.  Then  Mr.  Hogmn  codiibiks: 

S^^  f^,\j  *h«f.  bat  'hi^nfr  was  l^fore  tl^  onfaipcrnGer — oof  liAvijie  this  tot 
f«|^T.  I  #k>  ry)<  kr^-zv  tIukIw^  Compczr41er  WLQiAms  nttrfcied  it.  but  this  xtrj 
pftx^r  r«#Ar^  wArkst  th«t  I  T««tare  to  sat  there  vfll  be  do  deoiAl  of  bj  Coonh 
ttfAUr  ^1\\\%K.A  an  b^Irxa:  hl«  vorfc.  NrCAc«e  after  the  same  habit  of  iBideffi«coriii|r 
imi0^m  %tt«\  }ffrpr«.  vh^^  be  sets  this  paper  befnre  him  he  marks  ft  op  in  tctj 
farrfa^f/"  vaj*. 

Thf^.  r^^iuling  from  the  report: 

^ntntnnr\7jHl  marten  to  wfaicfa  liperlal  anention  <^boaId  be  called,  us\n%  Form 
21^  If  rM?r*4Marf'  twindu  rertifkrate  relative  to  !«n|TeDCT.  by-laws,  managcmeiit, 
MW}  (frtt^itUfti  fit  ffOfikn^  as  required  by  Circalar  70. 

Tliat  In  answers!  as  folk#w«: 

"  Yfmr  exsnrifker  sp^^t  10  <1ajs  in  the  examinarion  of  this  bank — he  was 
UrtMlsteirl  ffff  2  flays  by  Kza miner  Dorsey.  in  addition  to  Ms  own  re^nilar  assist- 
ants. 

"  fn  ti^iUtUm  to  f'hf^'k\nz  every  collateral  loan  in  the  bank,  all  collateral 
pl^^Kwl  for  Mif«"keepinif  (there  are  as  many  as  those  pledged  to  secure  loans) 
wwe  r1ie#rked  bark. 

"  Twfrlve  Indfvldnal  Ifarlpers  were  checked,  and  a  careful  audit  of  every  depart- 
tM^i  made, 

"  In  my  Judirmenf,  this  l^ank  Is  ab<w^»1ntely  solvent:  the  by-laws  are  satisfactory 
If  rid  iin*  followifl :  the  mnna(c^ni«*nt  Is  safe :  the  ^K»ok8  show  its  real  condition,  and 
fire  n/t  k«'fft  thftf  the  exaiiilncr  f-nri  niidlly  make  a  thorough  and  cvimplete  ex- 
ntnUmUtm  of  the  bank.** 

To  fh#*  lm|ulry«  "What  elements  of  danpr  are  In  the  hank?"  he  answered, 
"  None/* 

Mr  AriKfNH.  Swiator,  have  yoii  tlie  pa^  that  he  reported  on  the 
(ihfVvT  A  Klatber  and  the  Flather  &  Flather  accounts.  Is  that  in 
•  he  reifinl?    T  do  not  see  it  here  in  this  reference  that  yon  make. 

Thft  OfMriiMAN.  T  have  the  report,  of  the  examiner  made  a  year 
Is'fon^  Mi'iH  roni  rovcTsy. 

Mr.  At'KiNH.  T  thought,  as  yon  read  it,  Mr.  Hopan  stated  that 
IIhm'o  wiih  a  pa^e  devot-ed  to  the  Glover  &  Flather  and  Flather  & 
Klfither  nrconnt.H,  and  T  wondered  if  you  had  that  there. 

Tlii^  CiiAiKMAN.  T  have  not,  but  the  examination  was  made  of 
i«vi«ry  Hccnunt  in  thiit  bank,  every  niece  of  paper. 

Mr.  Adkinh.  Mr.  rhairnuin,  I  tJiink  Mr.  liann  is  mistaken  when 
lie  HiiyH  (b(^  lN)okH  hIiow  the  real  condition  of  the  bank,  and  I  think 
1  bavf^  hIiowii  that  to  you. 
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The  Chairman.  The  examiners'  reports  show  that  the  bank  was 
given  a  thorough  examination,  every  account  was  approved,  every 
detail  of  the  management  was  approved,  the  condition  was  good, 
and  tliat  was  in  1913,  a  year  before  this  controvei-sy  arose,  and  it 
was  testified  to  by  Mr.  Hogan  that  in  all  the  history  of  that  bank  not 
a  single  paper  or  account  had  ever  been  destroyed. 

Mr.  Adkins.  The  bank  was  undoubtedly  in  a  solvent  condition  at 
that  time.  No  doubt  Mr.  Hann  made  a  thorough  examination.  But 
Mr.  Hann  did  not  discover  the  facts  as  they  were  subsequently  found 
with  reference  to  the  Glover  and  Flather  and  Flather  and  Flather 
accounts. 

The  Chairman.  That  is  your  opinion. 

Mr.  Adkins.  The  evidence  is  here,  the  sworn  evidence  to  sustain 
it.    Of  course,  I  can  only  tell  you  what  that  evidence  is. 

The  Chairman.  Affidavits  which  you  have  read.  But  the  question 
as  to  whether  the  affiants  told  the  truth  or  not  is  the  important 
question  here.  I  am  referring  you  to  the  examination  made  by  the 
regularly  constituted  authority. 

Mr.  Adkins.  He  did  not  go  into  this  account,  or  spend  any  consid- 
erable amount  of  time  on  it. 

Senator  Keyes.  How  do  you  know  he  did  not? 

The  Chairman.  That  may  be  your  impression. 

Senator  Fletcher.  It  seems  to  me  we  can  not  tell  very  much  about 
that  unless  we  have  that  whole  report  before  us. 

The  Chairman.  We  will  have  the  whole  report. 

Mr.  Adkins.  I  have  no  doubt  you  can  get  the  whole  report  But 
1  say  Mr.  Hann  was  mistaken  about  this  account.  Of  course,  if  you 
do  not  believe  the  sworn  affidavits — ^I  can  only  tell  you  what  the 
evidence  is,  and  what  the  facts  are,  and  these  statements  about  the 
history  of  these  accounts  which  I  have  made  are  not  disputed. 

It  is  the  fact  that  during  the  time  that  the  comptroller's  office 
was  criticising  national  banks  in  letters,  there  was  a  period  of  five 
5'ears  preceding  Mr.  Williams's  administration  when  that  practice 
was  discontinued,  but  it  is  a  fact  that  after  practically  every  exam- 
ination the  then  comptroller  wrote  to  tlie  bank  calling  its  attention 
to  some  violation  of  law,  and  there  are  42  of  those  letters,  as  I  remem- 
ber them,  printed  in  one  of  these  little  pamphlets. 

The  Chairman.  As  a  matter  of  fact,  these  accounts  were  known 
by  the  examiners  since  1906,  and  they  were  approved  by  the  exam- 
iners, and  no  criticism  was  made  up  to  1914. 

Mr.  Adkins.  Then,  Senator,  if  the  thing  was  perfectly  proper  and 
legal,  why  should  there  be  the  slightest  hesitation  on  the  part 
oi  the  officers  of  the  bank  in  answering  the  question  as  to  who  owned 
those  funds? 

The  Chairman.  They  said  that  was  a  legal  question.  I  do  not 
know. 

Mr.  Adkins.  How  can  that  be  a  legal  question  ?  Just  as  a  mattci' 
of  fact,  did  you  ever  nm  across  any  situation  like  that?  Did  you 
ever  find  a  big  bank  with  $50,000  lying  around  loose  and  unable  to 
tell  whether  that  belonged  to  the  bank  or  the  officers  of  the  bank? 
The  Flathers,  when  Examiner  Trimble  had  spoken  to  them  about  it, 
said,  "Those  funds  are  ours  and  we  have  kept  them,  and  we  have 
made  $5,000  a  year  out  of  them."  And  then  they  turned  around  and 
said, "  We  have  never  made  a  dollar." 
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The  Chairman.  The  officers  of  the  bank  declined  to  answer  some 
of  Mr.  Williams's  questions,  and'  after  the  controversy  began,  of 
course  the  situation  got  more  and  more  tense,  and  the  suit  resulted. 
As  far  as  your  testimony  goes,  I  have  not  seen  that  you  have  disputed 
any  important  points  Mr.  Hogan  made  in  regard  to  the  conclusions 
of  the  judge. 

Mr.  Adkins.  I  am  afraid  I  have  not  made  myself  plain  to  you 
then,  Mr.  Chairman. 

The  Chairman.  Any  important  point,  to  my  mind,  as  I  view  this 
case.  For  instance,  whether  the  comptroller's  insistence  was  author- 
ized or  not  under  the  circumstances  is  a  question  that  the  ccHnmittee 
.nmst  decide. 

Mr.  Adkins.  That,  of  course,  is  for  you. 

The  Chairman.  And  I  do  not  wish  in  any  way  to  limit  your  privi- 
leges or  confine  your  statement,  you  understana;  but  I  call  your  at- 
tention to  these  things  because  they  seem  to  me  important,  and 
up  to  date,  as  I  view  it,  you  have  not  furnished  any  testimony  that 
conflicts  with  them. 

Mr.  Adkins.  Understand,  Mr.  Chairman  and  gentlemen  of  the 
committee,  that  I  am  not  here  claiming  any  privileges.  This  is  not  a 
matter  of  moment  to  me.  I  have  come  before  the  committee  at  the 
request  of  the  comptroller. 

The  Chairman.  I  mean  the  scope  of  your  testimony.  I  have  no 
desire  to  limit  that. 

Mr.  Adkins.  Whenever  you  have  the  slightest  desire  to  limit  my 
testimony  just  say  so,  and  I  can  quit  at  any  time. 

The  Chairman.  I  am  merely  calling  attention  to  these  things  as  we 
o  on,  because  I  understood  you  appeared  as  a  witness  to  contradict 

r.  Hogan's  statement. 

Mr.  Adkins.  Yes;  I  do. 

The  Chairman.  And  it  seems  to  me  these  statements  are  impor- 
tant.   But  I  understand  jrour  view  of  it  now. 

Mr.  Adkins.  I  think  it  is  perfectly  clear,  and  the  fact  is  that 
Chief  Justice  McCoy  decided  every  substantial  question  in  this  case 
in  favor  of  the  comptroller  and  of  the  Secretary  of  the  Treasury.  On 
a  technical  question  he  said  that  this  report  of  the  directors*  to  be 
signed  in  a  certain  way  was  not  authorized  by  the  statute,  and  there- 
fore he  would  restrain  the  collection  of  that  penalty.  As  to  the 
I'eason  and  the  justification  of  the  comptroller  calling  for  these  re- 
ports, the  evidence  in  that  case  was  that  from  the  time  of  its  incor- 
g)ration  up  to  the  time  the  comptroller  began  to  make  his  calls  the 
iggs  National  Bank  had  violated  the  law  in  many  respects;  that  it 
had  been  criticized  by  every  comptroller  who  preceded  him,  and  by 
deputy  comptrollers,  and  directed  to  correct  these  violations  of  the 
law,  and  sometimes  they  were  corrected,  but  usually  they  had  gone 
on.  It  would  change  its  coui*se  of  business  from  one  to  another,  but 
it  had  always  managed  to  carry  on  its  illegal  and  ultra  vires  business 
of  making  real-estate  loans  on  commissions,  and  selling  stocks  on 
commissions,  and  that  it  had  always  gotten  the  profit  from  it,  and 
that  after  the  comptroller  began  his  investigation  and  made  his  calls 
for  reports  those  tnings  stopped. 

It  has  been  stated  that  after  that  investigation  was  begun  the 

Riggs  National.  Bank  has  trebled  its  deposit^,  and  it  is  argued  that 

the  people  of  the  count  rj'  have  rushed  to  the  rescue  of  the  bank 

becAUf^  oi  the  attack  which  had  been  made  upon  it.    It  is  not  a 
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reasonable  supposition  that  the  increase  of  the  business  of  the  bank 
may  be  due  to  the  fact  that  it  has  abandoned  this  illegal  business, 
and  that  its  officers  have  devoted  their  time  to  carrying  on  a  legiti- 
mate banking  business  ? 

Senator  Gronna.  Is  it  not  true,  though,  that  the  business  of  all 
banks,  or  practically  all  banks,  has  increased  ? 

Mr.  Adkins.  I  do  not  know.  Senator. 

Senator  Gronna.  I  think  that  is  true,  especially  during  the  last 
few  years.  The  real  question  that  I  am  interested  in  is  the  question 
of  motive,  the  question  of  why  the  Comptroller  of  the  Currency  took 
this  method  of  procedure,  calling  for  special  reports  when,  as  a  mat- 
ter of  fact,  the  regular  reports  had  been  made.  I  do  not  suppose  that 
the  office  of  the  Comptroller  of  the  Currency  at  any  time  suspected 
that  the  affairs  of  the  bank  were  in  bad  shape,  that  is,  that  the  bank 
was  insolvent.  I  do  not  suppose  that  there  was  any  such  fear  as 
that  at  all,  was  there? 

Mr.  Adkins.  So  far  as  I  know,  there  was  not.  I  never  thought 
that  the  bank  was  insolvent.  I  deposited  in  the  bank,  and  I  would 
not  have  left  money  there  if  I  had  thought  it  was  insolvent. 

The  Chairman.  You  made  one  statement  this  morning  to  the  effect 
that  the  bank  paid  26  per  cent  on  a  capital  of  a  million  dollars. 

Mr.  Adkin's.  That  was  my  understanding  of  Mr.  Hogan's  state- 
ment. 

The  Chairman.  Do  you  know  what  the  surplus  was  at  that  time? 

Mr.  Adkins.  I  think  their  surplus  has  been  over  a  million  for  some 
time.     I  do  not  know  what  it  was  when  they  paid  that  dividend. 

The  Chairman.  My  recollection  is  that  the  surplus  was  something 
like  two  million,  so  that  the  dividend  of  26  per  cent  would  only  be  a 
little  over  8  per  cent  on  the  capital  and  surplus. 

Mr.  Adkins.  I  am  not  criticizing  the  dividend.  I  think  that  is  a 
fine  showing. 

The  Chairman.  No,  but  you  drew  the  inference  that  that  was  a 
very  large  dividend  to  pay,  and  that  it  might  have  resulted  from  the 
fact  that  they  were  benefited  by  large  Government  deposits. 

Mr.  Adkins.  Yes. 

The  Chairman.  I  merely  call  your  attention  to  the  fact  that  there 
were  at  that  time  2,000,000  of  surplus,  and  that  the  26  per  cent  would 
be  only  about  8  per  cent  on  the  capital  and  surplus. 

Mr.  Adkins.  That  $3,000,000  deposit  was  carried  only  in  1903.  In 
1903  their  capital  was  $1,000,000  and  their  surplus  was  $1,000,000, 
$2,000,000  altogether  at  that  time  of  their  own  funds,  plus  what  their 
undivided  profits  were. 

The  Chairman.  I  do  not  remember  now  to  what  year  you  referred. 

Mr.  Adkins.  1903  is  the  year  when  they  got  the  $3,000,000  deposit. 
Up  to  1906  their  surplus  had  grown  to  $1,300,000.  But  I  suggested 
that  with  a  million  or  two  million  or  three  million  dollars  of  Govern- 
ment funds  steadily  on  deposit  there,  they  might  very  easily  pay  very 
handsome  dividends. 

Coming  back  to  the  Glover  &  Flather  account,  and  the  Flather  & 
Flather  account,  just  let  me  point  out  how  the  money  was  obtained 
to  make  the  loans.  I  think  I  have  already  suggested  that  if  these 
accounts  had  any  balance,  the  loans  were  made  out  of  the  balances  in 
the  accounts.  If  they  were  not,  then  the  money  was  borrowed  from 
the  bank,  and  one  of  the  clerks  would  give  his  note. 
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In  the  case  of  the  stock  sales,  it  was  not  necessary  to  do  that.  The 
bank  officers  would  simply  order  the  purchase  or  sale  over  the  tele- 
phone from  the  broker — ^Lewis  Johnson  &  Co.,  or  whoever  it  might 
be — and  the  affidavits  in  that  case  show  that  the  account  would  be 
carried  by  the  broker  in  the  name  of  the  Riggs  National  Bank;  that 
he  would  send  his  statement  to  the  Riggs  National  Bank;  that  he 
required  no  deposit,  no  collateral  security,  but  that  he  sent  the  stock, 
along  with  his  bill,  to  the  Riggs  National  Bank,  and  that  the  Riggs 
National  Bank  then  ga^e  him  credit  upon  his -account  for  the  amounl 
that  was  due.  For  instance^  if  he  bought  $5,000  worth  of  steel' stocky 
he  sent  the  certificate  up  with  the  statement,  but  did  not  get  $5,000 
in  cash ;  he  simply  got  $5,000  credited  to  his  account  with  the  Riggs 
National  Bank.    Of  course,  all  that  was  done  upon  credit. 

Senator  Wal45H.  Who  got  that  to  the  credit  of  his  account! 

Mr.  Adkins.  Lewis  Johnson  &  Co.,  or  whatever  firm  made  the 
purchase.  Lewis  Johnson  &  Co.  carried  an  account  with  the  Riggs 
National  Bank. 

Senator  Walsh.  So  that  when  the  bank  bought  stock,  the  amount 
that  stock  cost  the  bank  was  credited  by  the  bank  upon  the  account 
of  the  broker? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  What  did  they  do  with  the  ceiiificate  of  stock? 

Mr.  Adkins.  The  certificate  of  stock  was  sometimes  held  by  them 
as  cash.  If  that  certificate  of  stock  came  in  too  late  to  transfer  on  to 
the  purchaser,  it  was  just  held  right  there  in  the  bank  books  and 
called  "  cash." 

Senator  Walsh.  Who  was  the  purchaser? 

Mr.  Adkins.  He  might  be  anybody,  any  customer  or  any  indi- 
vidual who  wanted  to  buy  stock.  They  bought  and  sold  for  anybody 
who  came  along,  whether  he  was  a  depositor  or  not. 

Senator  Walsh.  Then  did  the  bank  get  a  commission  on  that? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  How  much  commission  did  they  get? 

Mr.  Adkins.  The  regular  commission. 

Senator  Walsh.  What  did  they  do  with  the  money  ? 

Mr.  Adkins.  That  commission,  on  anything  except  a  local  security, 
up  to  1910  went  directly  to  the  profits  of  the  bank.  After  1910  it 
went  into  the  Flather  &  Flather  account 

Senator  Walsh.  See  if  I  have  this  correct.  Suppose  somebody 
wanted  to  buy  $5,000  worth  of  United  States  Steel  stock. 

Mr.  Adkins.  Yes. 

Senator  Walsh.  The  bank  ordered  from  a  broken  that  stock,  the 
stock  was  delieverd  to  the  bank,  the  bank  put  a  credit  upon  that 
broker's  account  for  $5,000,  and  the  bank  collected  from  the  cus- 
tomer $5,200  for  Lewis  Johnson  &  Co.,  gave  the  customer  the  cer- 
tificate, and  credited  the  $200  to  this  fund. 

Mr.  Adkins.  Up  to  1910  they  put  it  to  their  own  profit  and  loss 
account. 

Senator  Waijsh.  Then  it  went  into  this  account? 

Mr.  Adkins.  After  1010  it  went  into  the  Flather  &  Flather  account, 
and  then  utimately  founds  its  way  into  the  profit  account  of  the  bank. 

As  a  matter  of  fact,  there  was  evidence  in  the  affidavits  in  the 
civil  case  tending  to  indicate  that  some  of  the  officers  of  the  bank 
had  been  speculating.  They  were  speculating  on  their  own  account, 
and  there  were  four  or  five  transactions  pointed  out  by  the  account- 
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ants  which  would  indicate  that  the  officer  of  the  bank  had  specu- 
lated against  the  customer  of  the  bank.  For  instance,  if  I  went 
in  and  ordered  them  to  buy  $5,000  worth  of  Steel,  say  50  shares, 
and  Steel  went  up  a  point  after  that  purchase  was  made  for  my 
account,  the  cashier  of  the  bank  might  turn  around  and  order  that 
stock  to  be  sold,  make  the  profit  of  $100,  and  take  it  himself,  and 
then  buy  another  50  shares  for  me  at  $5,100,  or  whatever  it  was. 
There  was  an  affidavit  made  by  a  Department  of  Justice  accountant 
who  had  gone  carefully  over  the  books  of  Lewis  Johnson  &  Co.. 
and  he  found  four  or  five  such  transactions  as  that,  where  one  oi 
the  officers  of  the  bank  had  taken  advantage  of  his  inside  position 
and  apparently  speculated  against  the  customer. 

The  Chairman.  What  officer  was  that ! 

Mr.  Adkins.  That  was  Henry  H.  Flather,  and  Mr.  Flather  sub- 
sequently resigned  as  cashier  of  the  bank. 

Senator  Walsh.  When  ? 

Mr.  AoKiNS.  After  the  civil  case  was  argued. 

Senator  Walsh.  The  equity  case? 

Mr.  Adkins.  Yes ;  after  the  equity  case  was  argued. 

The  comptroller  and  his  examiners  found,  among  other  things — 
and  it  is  put  in  as  an  exhibit  to  our  return — ^a  list  of  borrowers  of 
the  bank  aggregating  $1,900,00(X-^I  think  there  were  24  of  them — 
and  their  credit  balance  altogether  was  about  $6,800,  and  according 
to  our  information  others  of  those  24  were  overdrawn  about  $7,500. 
Mr.  Evans  put  in  an  affidavit  just  before  the  case  came  to  argument 
in  which  he  showed  that  according  to  his  figures  the  total  overdraft 
there  was  about  $175.  I  do  not  know  whether  he  had  the  same 
customers  or  not,  because  we  had  listed  them  in  our  list  by  letter 
rather  than  by  name.  But  the  difference  there  is  not  very  material. 
Here  were  24  borrowers  having  nearly  $2,000,000  with  practically 
no  balances,  and  some  of  them  overdrawn. 

It  also  appears  that  other  borrowers,  including  these,  had  a  total 
of  $3,600,000  of  the  loans  of  the  bank,  with  a  total  balance  of  $24,000. 
I  think  I  have  already  pointed  out  the  fact  that  a  very  large  per- 
centage of  the  loans  of  the  bank  were  made  upon  the  security  of 
stocks.  There  is  a  table  in  our  return  showing  that  they  ran  any- 
where from  70  to  90  per  cent^  and  twice  the  average  of  the  other 
banks  in  Washington,  or  the  banlcs  in  the  country. 

There  was  one  case  where,  when  the  bank  was  holding  one  of  these 
certificates  of  stock  which  it  had  bought  in  this  way,  the  purchaser 
refused  to  come  across  and  buy  the  stock,  and  the  bank  subsequently, 
on  December  31, 1914,  charged  off  a  loss  on  that  particular  purchase — 
I  think  it  was  Rock  Island  stock — of  $17,254.50.  That  is  on  page 
9  of  the  comptroller's  affidavit. 

That  loss  was  charged  off,  not  to  profit  and  loss,  but  was  charged 
off  to  Flather  and  Flather.  In  other  words,  the  bank  had  gotten 
caught,  as  anybody  is  apt  to  be  who  conducts  a  stock  brokerage 
business  for  a  customer  who  has  not  put  up  collateral,  and  they  had 
this  substantial  balance  in  the  Flather  and  Flather  account,  and  so, 
instead  of  charging  it  to  their  own  profit  and  loss,  they  charged  it 
there. 

The  Chairman.  What  year  was  that? 

Mr.  Adkins.  That  entry  was  made  on   December  31,   1914.     I 
think  it  is  only  fair  to  add  that  I  jgather  from  what  Mr.  Ho^^w  ^'wA 
that  the  loss  was  subsequently  paid  by  that  indVvidxi^X  Xa^  \)ftft  'Wxis.- 
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The  Chairman.  I  think  he  so  stated. 

Mr.  Adkins.  I  think  this  is  the  same  transaction.  It  must  be  the 
Musher  trasaction.  But  at  that  time,  while  this  investigation  was 
on,  the  bank  concluded  that  the  loss  was  there,  and  charged  it  off  to 
the  Flather  &  Flather  accoimt. 

Senator  Walsh.  Who  was  Musher? 

Mr.  Adkins.  MiLsher  was  the  president  of  the  Pompeian  Olive 
Oil  Co. 

Senator  Walsh.  Was  he  an  officer  of  this  bank? 

Mr.  Adkins.  Oh,  no;  he  was  borrowing  there  and  everywhere  he 
could  in  Washington  at  that  time. 

I  think  T  have  already  pointed  out  the  entry  of  February  of  1908 
when  they  put  into  the  Glover  and  Flather  account  a  profit  of  $56,- 
918.54:  made  in  a  transaction  with  which  Glover  and  the  FlaUi«rs 
had  nothing  to  do.  I  do  not  recollect  whether  you  were  in  the  room, 
Senator  Walsh,  when  I  mentioned  that.  It  was  a  joint  transaction 
conducted  by  the  Higgs  National  Bank  and  the  National  City  Bank, 
hy  which  they  purchased  $500,000  of  bonds  from  the  Crocker  Na- 
tional Bank  of  San  Francisco,  in  the  fall  of  1907,  when  the  latter 
bank  needed  real  cash  during  the  panic,  and  then  a  few  months  later 
they  sold  the  bonds  at  a  profit  of  a  little  over  $100,000,  and  half  of 
that  profit  went  into  this  Glover  &  Flather  account.  Mr.  Ailes  con- 
ducted the  transaction. 

Senator  WAiian.  Your  claim  about  that  is  that  is  should  have  gone 
into  the  assets  of  the  bank  ? 

Mr.  Adkins.  My  claim  about  that  is  that  it  shows  the  real  character 
of  the  Glover  and  Flather  account ;  that,  as  a  matter  of  fact,  they  all 
realized  this  was  a  bank  account,  and  that  there  was  not  any  effort 
among  themselves  to  conceal  it,  and  that  everybody  expected  that 
anything  in  the  Glover  and  Flather  and  Flather  and  Flather  accounts 
would  go  to  the  bank. 

Senator  WAiian.  Was  there  anything  wrong  according  to  the 
banking  laws  in  them  purchasing  those  bonds  ? 

Mr.  Adkins.  Oh,  no.  The  bank  was  openly  carrying  on  this  stock 
brokerage  business.  I  have  copies  of  some  advertisements  that  they 
published.  Here  is  one  from  the  Washington  Post  of  March  18^ 
1907,  and  another  one  of  October  31,  1907: 

Riggs  National  Bank.  Capital,  $1,000,000;  surplus,  $1,300,000;  issues  drafts 
whlcii  are  availabk*  tlirougliout  the  world ;  issues  letters  of  credit;  buys  and  sHils 
exchange ;  transmits  money  by  cable ;  makes  investments  for  customers ;  makes 
collections  for  customers. 

All  perfectly  legitimate  banking  transactions.  And  then  it  con- 
cludes : 

Buys  and  sells  stocks  and  bonds ;  special  department  for  ladies. 

In  the  other  one  it  says : 
Stocks  and  bonds  bought  and  sold. 

The  Chairman.  Buys  and  sells  stocks  and  bonds  for  whom? 

Mr.  Adkins.  "  Buys  and  sells  stocks  and  bonds " — ^"  Stocks  and 
bonds  bought  and  sold." 

The  Chairman.  For  its  customers? 

Mr.  Adkins.  The  inference  is  all  these  other  thin^  are  being  done 
for  customei's.  They  could  not  buy  stocks  on  their  own  account, 
and  they  could  not  buy  them  for  customers.    It  was  just  as  wrong 
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for  them  to  invest  in  bonds  as  it  was  for  them  to  buy  them  for  others. 
Here  is  another  advertisement  of  December  15  from  Cockrell's 
Transcript,  which  is  a  local  paper  giving  court  and  financial  news, 
which  concludes  in  this  way :  "Investments,  stocks  and  bonds." 

So,  on  November  19,  1913,  when  the  comptroller  was  asking  about 
this  stock  bro.kerage  business,  in  a  letter  signed  by  four  principal 
officers  of  the  bank  they  concluded  in  this  way : 

with  respect  to  the  statement  of  the  examiner  that  it  is  the  practice  of  the 
bank  to  carry  items  of  stock  purchased  for  customers  in  the  cash,  such  items 
amounting  to  $55,572^6  at  the  time  of  his  visit,  you  are  advised  that  for  the 
most  part  our  purchases  for  customers  are  immediately  charged  against  their  . 
accounts.  It  sometimes  happens  that  an  order  can  not  be  fully  executed  at 
once,  and  we  have  met  with  some  small  delays  in  completing  orders  as  well  as 
in  charging  purchases  to  accounts.  The  item  above  mentioneil  was  largely 
caused  by  the  absence  of  one  of  our  important  customers  in  Jamaica  at  the 
time  his  order  was  executed.  In  the  future  we  will  endeavor  to  avoid  carrying 
these  items  in  cash  by  making  prompt  charges  against  customers'  accounts. 

Indicating  very  plainly  that  the  bank  itself  considered  that  it  was 
doing  just  what  it  was  advertising  itself  to  do — conducting  a  stock- 
brokerage  business. 

That  covers  two  of  the  things  which  tlie  comptroller  discovered 
as  a  result  of  the  investigation  which  he  made.  He  found  many 
other  violations  of  the  law.  I  say  those  continued  down  to  the  time 
his  investigations  closed,  and  they  stopped  after  the  investigation. 
Whether  they  stopped  as  a  result  of  the  investigation  may  be  a 
question  of  argument. 

Another  violation  was  in  connection  with  excessive  loans. 

The  Chairbian.  What  investigation?  To  what  year  do  you  refer 
now? 

Mr.  Adkins.  I  am  referring  to  his  investigation  which  began  in 
1914  and  was  concluded  in  1915. 

Prior  to  June,  1906,  under  the  national  bank  law  a  bank  might 
lawfully  lend  not  more  than  10  per  cent  of  its  capital  stock  to  any 
one  borrower.  After  1906,  by  an  amendment  to  the  statute,  it  was 
permitted  to  lend  10  per  cent  of  its  capital  plus  its  surplus.  Up  to 
that  change  in  the  law  this  bank  was  a  constant  violator  of  the  law. 
The  comptroller  gives  a  table  in  his  affidavit  in  which  he  calls  atten- 
tion to  all  of  these  excessive  loans.  At  the  time  the  bank  was  organ- 
ized, when  you  might  look  for  it  to  be  in  violation  of  the  law  because 
it  had  not  been  governed  by  this  law  heretofoi-e,  there  were  only  two 
loans  in  violation  of  the  law,  one  for  $70,000,  and  one  for  $102,000. 
The  limit  at  that  time  was  $50,000.  By  April,  1913,  it  had  14  exces- 
sive loans,  aggregating  $2,800,000.  The  limit  at  that  time  was 
$1,000,000.  In  November,  1903,  it  had  15  such  loans,  aggregating 
$3,000,000  and  over. 

In  addition  to  the  fact  tliat  these  loans  were  excessive,  the  bank 
had  apparently  attempted  to  conceal  the  fact  that  it  was  making 
such  large  loans.  For  instance,  in  1903  the  loans  in  the  name  of 
one  borrower  aggregated  $163,000,  which  was  $63,000  above  the 
legal  limit  at  that  time.  This  gentleman  wanted  to  get  a  quarter  of 
a  million  dollars  more,  and  he  came  in  with  a  lot  of  stock  which  was 
good  at  that  time  for  more  than  the  loan.  Instead  of  baldly  violat- 
ing the  law,  openly  doing  it,  and  handing  him  a  quarter  of  a  million 
dollai*s  on  his  security,  thev  had  five  of  their  clerks  make  notes  for 
$50,000  each,  and  the  stock  was  split  up  into  five  parts,  and  each 
one  of  them  put  one-fifth  of  the  stock  in  his  note.  There^  oi  ^!ttv««fc^ 
was  a  dummy  note  made  by  a  clerk  of  the  bank  -^Yvo  Yi^ii  ^fe^c^xsX^fis^- 
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no  interest  in  the  loan.  They  were  openly  violating  the  law,  any- 
how, and  probably  it  was  not  necessary  to  do  that.  But  they  did 
it  that  way. 

When  the  examiner  came  alon^  he  discovered  this,  and  he  said, 
"Oh,  you  had  better  not  do  that.  You  had  better  let  the  books 
show  what  you  ai-e  doing."  So,  at  his  insistence,  they  put  in  the 
new  note  for  a  quarter  of  a  million  dollars,  with  this  stock,  and  that 
made  the  loans  of  that  particular  borrower  over  $400,000,  which  at 
that  time  was  about  half  of  the  capital  stock,  or  one-fourth  of  the 
capital  stock  and  surplus,  and  four  times  the  limit.  That  violation 
of  law  ceased  in  1906,  when  the  law  was  changed. 

There  was  another  violation  of  the  law  in  connection  with  stock 
investments.  As  you  gentlemen  know,  under  the  national-bank  law 
a  national  bank  has  no  right  to  invest  money  in  stocks.  That  is 
ultra  vires  its  powers,  and  the  courts  have  so  held.  This  bank,  from 
the  time  of  its  inception  as  a  national  bank,  has  violated  that  law. 
I  understand  that  their  excuse  for  that  is  the  fact  that  they  had  a  lot 
of  such  investments  to  start  with  in  1896,  and  that  they  told  the 
comptroller  that  it  would  take  them  some  time  to  get  rid  of  those 
investments. 

They  stai-ted  out  in  violation  of  the  law.  I  do  not  know  quite 
what  power  the  then  comptroller  had  to  permit  them  to  do  so.  There 
is  a  table  again,  on  page  53  of  the  comptroller's  affidavit,  which  gives 
these  stocks  from  October,  1896,  down  to  September,  1912.  In 
October,  1896,  the  amount  loaned  was  $196,000,  all  in  violation  of 
the  law.  They  gradually  decreased  that  until,  in  September,  1901,  it 
was  only  $98,000. 

Senator  Wai^h.  Did  they  carr3'  those  on  their  books  ? 

Mr.  Adkins.  Oh,  ves;  they  carried  those  on  their  books. 

Senator  Wai^ii.  Of  coui'se,  any  such  entry  was  a  violation  of  the 
law  ? 

Mr.  Adkins.  The  fact  itself  was  in  violation  of  the  law.  I  would 
not  say  the  entiy  was  in  violation  of  the  law.  So  far  their  conten- 
tion is  borne  out.  But  in  the  call  of  December,  1901,  they  jump  up 
again  to  $188,000.  That  is,  in  five  years,  they  have  whittled  their 
unlawful  holdings  down  about  $100,000,  from  $195,000  to  $98,000, 
and  then  within  the  next  three  months  they  jump  up  again  to  prac- 
tically where  they  w^ere  before.  That,  of  coui'se,  is  not  the  excuse 
that  tney  originally  claimed.  That  must  have  been  some  new  invest- 
ment in  violation  of  the  law. 

Senator  Walsh.  Could  the  stocks  have  increased  that  much? 

Mr.  Adkins.  No.  The  investments  were  not  that  fortunate.  Then 
they  gradually  came  down  to  where  this  table  quits,  in  September, 
1914,  $8,400. 

That  brings  me  to  a  point  that  I  want  to  call  to  your  attention,  and 
it  is  really  suggested  by  a  question  that  Senator  Walsh  asked.  Most 
of  these  stocks  were  carried  openly,  but  not  all.  Throughout  their 
history  they  resorted  to  this  device,  of  the  concealed  or  dummy  note. 
There  were  some  insurance  stocks  and  title  insurance  company 
stocks,  and  I  want  to  call  your  attention  to  the  fact  that  all  this 
weaves  around.  There  is  some  reason  for  each  violation  of  the  law, 
and  it  is  connected  with  their  principal  violation,  that  they  were  con- 
tinuing to  do  this  business  which  a  national  bank  could  not  do.  They 
were  making  loans  upon  real  estate,  some  for  the  bank,  most  of  them 
on  commission.  They  were  naturally  interested  in  the  titles  and  fire 
insurance  policies  upon  the  properties  sfecwr^d. 
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So  they  i-efused  to  get  rid  of  some  stocks  in  local  title  insurance 
companies  and  in  local  fire  insurance  companies,  and  finally,  when 
the  comptroller  insisted,  the  examiner,  when  he  next  went  around, 
found  these  stocks  had  been  put  up  as  security  for  a  note  given 
by  one  of  the  clerks  in  the  bank.  That  is,  instead  of  selling  them 
and  getting  rid  of  them,  the  clerk  gives  his  note  and  these  things  go 
out  of  the  account  ^'  Stocks  and  bonds  ^  and  appear  as  collateral  for 
what  apparently  is  a  real  loan. 

Senator  Wadsh.  When  was  that  done? 

Mr.  Adkins.  By  letter  of  June  6,  1913,  the  acting  comptroller 
called  attention  to  this  device — the  said  note  then  amounting  to 
$11,039.88 — and  informed  the  bank  that  the  transfer  of  these  securi- 
ties to  loans  and  discounts  was  not  a  disposition  thereof.  The  bank 
was  directed  to  restore  the  securities  to  the  account  of  "  Bonds, 
securities,  claims,  etc.,"  and  to  so  carry  them  until  regularly  disposed 
of. ,  So  this  dummy  note  was  canceled  and  they  went  back  to  where 
thev  were. 

All  of  those  stocks  were  gotten  rid  of,  as  I  recall  it,  except  the 
insurance  stocks,  the  title  insurance  company  stocks,  and  possibly 
the  fire  insurance  company  stocks  and  they  finally  went  to  the 
credit  of  Flather  and  Flather.  That  is  where  they  were  at  the  time 
the  comptroller's  investigation  began.  They  still  had  those  stocks 
under  their  control.  It  might  be  they  were  in  the  name  of  Messrs. 
Flather  and  Flather,  but  so  far  as  everybody  in  the  bank  knew 
they  were  the  property  of  the  bank,  or  the  bank  would  get  the  benefit 
of  them.  So  far  as  I  know,  thejr  are  still  there.  That  is  where  they 
were,  anyway,  at  the  time  this  investigation  began. 

I  mentioned  the  $3,000,000  deposit  that  they  got  in  1903  from  the 
Grovemment.  Prior  to  that  time  their  deposits  had  been  quite 
small.  In  that  connection  there  was  a  violation  of  law  which  did 
not  involve  any  loss,  but  it  was  a  violation  of  the  statute.  They 
had  to  put  up  security  for  this  deposit,  and  they  borrowed  the  neces- 
sary bonds,  I  think  $3,100,000  of  bonds,  from  the  National  City 
Bank.  Under  the  statute  their  borrowing  should  not  exceed  their 
capital,  which  was  then  $1,000,000.  So  that  they  violated  the 
law  in  making  this  excess  borrowing. 

Senator  Gronna.  Is  it  capital,  or  capital  and  surplus? 

Mr.  Adkins.  Capital. 

Senator  Gronna.  Just  capital? 

Mr.  Adkins.  Yes.  It  would  have  been  a  violation  if  it  was 
capital  and  surplus,  because  their  surplus  was  only  a  million  and  odd 
dollars. 

Another  violation  was  in  connection  with  deficiencies  in  reserve, 
and  this  was  one  that  was  discussed  here  at  some  length  the  other 
day,  I  believe.  Under  the  sections  of  the  Revised  Statutes  a  national 
bank  in  a  reserve  city — and  Washington  is  a  reserve  city — shall 
maintain  a  cash  reserve  equal  to  25  per  cent  of  its  total  cash  deposits. 
One-half  of  that  reserve  must  be  in  cash  in  the  vaults  of  the  bank, 
and  the  other  half  may  be  deposited  in  national  banks  approved  by 
the  comptroller  situated  in  one  of  the  three  central  reserve  cities. 
In  this  respect  they  violated  the  law  almost  steadily.  Whenever 
one  of  their  reports  came  in  they  very  rarely  had  the  12^  per  cent 
in  cash  in  their  valuts.  Sometimes  they  were  short  both  in  the 
12i  per  cent  cash  and  the  12^  per  cent  deposited  in  other  banks. 
Sometimes  when  they  were  short  in  their  cash  the.^  n^^t^  Q>N«t  ydl 
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their  deposits  in  other  banks.    Bu^-  thnt.  did  not  chan^  the  fact 
that  they  were  violating  the  law. 

The  comptroller  on  page  55  of  his  affidavit  gives  a  couple  of  tables 
showing  this  violation.  For  instance,  on  June  29,  1900,  he  shows  a 
shortage  in  the  cash  reserve  of  forty-six  thousand  and  odd  dollars. 
On  June  ^  1913,  he  shows  a  shortage  in  the  cash  of  $500,000.  I  want 
to  call  thiflfto  your  attention  particularly  because  Mr.  Hogan  referred  ^ 
to  it  as  one  of  the  half  truths  of  which  he  said  the  comptroller  was  x 
fond.  We  state  in  the  affidavit  that  they  were  habitually  short  in 
the  half  of  the  25  per  cent  which  was  required  to  be  in  their  vaults  in 
cash.  We-said  they  were  quite  frequently  short  in  the  other  half 
whidi  mu«k  be  in  other  banks,  and  our  table  undertook  to  show  the 
shortage.  We  give  in  the  first  column  the  cash  shortages.  We  give 
in  the  second  column  the  agents'  shortages.  They  were  not  short 
with  the  agents  nearly  so  often  as  they  were  with  the  cash.  So,, 
whenever  they  were  not  short  with  the  agents,  we  simply  left  a  blank 
there.  This  table  undertook  to  give  the  shortages.  That  was  all  it 
was  prepared  to  give.  We  also  showed  the  to^l.  Sometimes,  and 
in  perhaps  half  of  the  cases — and  it  might  be  more  than  half — ^their 
overage  in  the  other  banks  was  greater  than  their  shortage  in  the 
cash. 

The  Chairman.  Their  overages  are  not  carried  out? 

Mr.  Adkins.  No.    This  was  merely  showing  the  shortages. 

The  Chairman.  That  is  what  Mr.  Hogan  complainea  of.  Your 
dotted  lines  do  not  carry  the  amounts  in  the  hands  of  agents. 

Mr.  Adkins.  They  were  not  intended  to  cairy  them.  That  was 
not  in  violation  of  law  with  respect  to  the  total.  This  table  under- 
took to  show  the  violations  of  the  law.  It  was  no  excuse  for  one 
violation  of  law  that  they  had  more  cash  with  the  National  City 
Bank  of  New  York  than  was  required. 

The  Chairman.  But  if  he  had  included  both  accounts  it  would 
have  created  a  very  different  impression  in  the  mind  of  a  laymai 
who  was  considering  the  condition  of  the  bank  or  its  transactions  \m 
that  regard. 

Mr.  Adkins.  This  table  was  prepared  by  counsel,  Senator.  It  was 
not  prepared  by  the  comptroller.  If  there  is  any  criticism  to  be 
made,  it  should  be  made  of  counsel.  There  was  no  attempt  on  the 
part  of  counsel  to  show  anything  except  the  facts.  We  wei'e  show- 
ing the  violations  of  law  which  this  bank  had  committed,  and  this 
table  is  entirely  accurate,  as  I  undei'stand  the  facts.  It  was  prepared 
by  the  assistants,  bv  the  accountants,  at  our  direction.  If  there  is  to 
be  any  criticism  oi  it,  of  course  counsel  in  that  case  must  take  tliat 
criticism.    I  do  not  think  there  is  any  just  criticism. 

Tlie  Chairman.  You  corroborate  Mr.  Ilogan's  statement  entirely, 
that  the  deposits  in  the  hands  of  the  agents  were  not  included  in  this 
repoil. 

Mr.  ^Vdkins.  No;  they  were  not  intended  to  be.  But  Mr.  Hogan 
says  this  was  a  half  truth.  That  statement  is  not  the  fact  This 
table  gives  exactly  what  it  purpoils  to  give,  and  wherever  there  was 
a  shortage  in  the  total  it  is  shown.  Where  the  total  does  not  show 
a  shortage,  of  course,  it  was  not  short.  Any  man  with  the  slightest 
intelligence  could  understand  the  table. 

Senator  Waijsh.  That  is,  if  the  cash  in  the  vaults  and  the  cash 
they  had  deposited  in  other  banks  when  totaled  equaled  the  sum 
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required  by  law,  even  though  that  happened,  it  would  not  justify 
them  in  having  a  less  amount  of  cash  than  the  law  required? 

Mr.  Adkins.  That  is  my  understanding. 

The  Chairman.  That  is  correct.  But  my  point  is  this:  Take,  for 
instance,  September  4,  1906.  This  table  states,  "  Cash  on  hand,  11.88 
per  cent."  No  cash,  apparently,  in  the  hands  of  the  agents,  accord- 
ing to  this  table.  There  might  have  been  20  per  cent  in  the  hands 
of  the  agents,  which  would  make  the  total  32  per  cent,  much 
greater  than  the  legal  requirement,  although  it  was  not  in  the  regular 
places. 

Mr.  Adkins;  This  table  indicates  perfectly  clearlv  that  wherever 
there  is  not  any  figure  in  the  total,  the  total  is  not  short.  Wherever 
there  is  a  total  shortage,  we  give  it. 

The  Chairman.  Tliat  is  your  inference. 

Mr.  Adkins.  That  is  the  fact,  Senator. 

Senator  Fletcher.  I  do  not  understand  there  is  any  infei-ence 
about  it.  The  fact  is  this,  that  there  would  be  a  violation  of  law  if 
they  did  not  have  the  proper  proportion  in  hand,  no  matter  how 
much  they  might  have  in  the  other  banks. 

The  Chairman.  A  technical  violation  of  the  law;  yes. 

Mr.  Adkins.  I  do  not  know  what  you  mean  by  a  technical  viola- 
tion of  law.  The  law  is  there,  and  if  it  is  for  each  bank  to  say  that 
this  violation  is  technical  and  that  is  not 

The  Chairman  (interrupting).  Omit  the  word  "technical."  As  a 
matter  of  fact,  the  total  reserve  was  above  the  legal  requirement  as 
deposited  in  both  agencies? 

Mr.  Adkins.  Yes. 

The  Chairman.  And  the  statement  does  not  show  anything  but 
the  amount  deposited  in  the  bank,  held  by  the  bank? 

Mr.  Adkins.  Does  that  excuse  the  violation  of  law? 

The  Chairman.  I  am  not  talking  about  ex6using  the  violation  of 
the  law.  I  am  talking  about  this  report  as  creating  a  false  im- 
pression. 

Mr.  Adkins.  Well,  Senator,  I  say  with  all  deference — I  had  a 
good  deal  to  do  with  the  preparation  of  this  table  and  it  was  sub- 
mitted to  the  other  counsel — this  table  was  prepared  for  the  purpose 
of  showing  the  shortages  in  reserves  on  the  day  of  the  report  of  con- 
dition, and  we  show  me  shortage  in  cash,  and  we  do  not  show  any 
shortage  in  agents.  How  can  anv  intelligent  human  being  read  that 
report  and  be  mistaken  about  the  facts,  and  believe  that  it  was  h 
shortage  in  the  agents?  And  what  difference  does  it  make,  anyhow, 
if  there  was  not  a  shortage  in  agents?  We  were  not  attacking  in  this 
table  the  responsibility  of  the  bank. 

The  Chairman.  It  might  not  excuse  the  bank  for  keeping  it  there, 
but  it  does  show  a  condition  of  soundness.  All  the  bank  would  have 
to  do  would  be  to  telegraph  to  New  York  and  make  its  reserves  good. 

Mr.  Adkins.  I  thught  you  had  understood  that  we  did  not  attack 
the  soundness  of  this  bank  in  the  equity  case. 

The  Chairman.  I  do  not  know  what  vou  are  undertaking  to  do. 

Mr.  Adkins.  I  am  undertaking  to  show  here  that  this  national 
bank  had  violated  the  law  from  the  time  of  its  organization,  that 
these  violations  were  discovered  by  the  comptroller,  and  that  he  did 
what  any  reasonable,  ordinary,  prudent  oflBcial  in  his  position  would 
have  done,  and  that  that  was  the  decision  of  the  court  in  this  par- 
ticular case. 
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Senator  Walsh.  Let  me  see  if  I  understand  the  law.  There  must 
be  25  per  cent  in  the  reserve,  12J  per  cent  in  cash,  anyway,  and  12J 
may  be  kept  on  deposit  in  other  banks? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  If  there  are  50  per  cent  kept  on  deposit,  and  only 
10  per  cent  in  cash,  it  would  be  a  violation  of  the  law  ? 

Mr.  Adkins.  Precisely. 

Senator  Walsh.  There  must  be  12^  per  cent,  anyway,  in  tlie  cash, 
in  the  vaults  of  the  banks? 

Mr.  Adkins.  Yes,  sir. 

Senator  Walsh.  And  this  table  undertakes  to  show  that  that  12^ 
per  cent  was  not  there. 

Mr.  Adkins.  Yes. 

Senator  Walsh.  They  may  have  had  50  or  100  per  cent  in  deposits, 
but  that  would  not  show  that  they  were  not  violating  the  law,  which 
required  12i  per  cent  cash? 

Mr.  Adkins.  No.  Senator,  this  undertakes  to  show  only  the  times 
they  violated  the  law.  Usually  they  violated  it  only  in  connection 
with  cash.  Frequently  they  violated  it  in  connection  with  cash  and 
in  connection  with  their  deposits,  but  that  is  all  we  show,  and  what 
we  are  undertaking  to  show. 

Senator  Walsh.  I  think  the  chairman  is  correxst  in  his  assertion 
that  it  might  to  a  layman's  mind  show  that  the  bank  was  not  keeping 
the  amount  in  reserve  required,  but  I  think  the  chairman  is  in  dis- 
pute with  you  that  you  had  a  right  to  show  that  there  was  not  12^ 
per  cent  in  cash. 

Mr.  Adkins.  It  was  not  intended  to  show  anything  of  the  kind, 
and  if  there  is  any  unfairness  about  that  report  it  must  be  charged  to 
counsel  and  not  to  the  comptroller. 

Senator  Gronna.  Have  you  talked  with  practical  bankers  about 
this  statement? 

Mr.  Adkins.  No;  I  have  not  discussed  that  with  practical  bankers. 
I  have  discussed  it  with  bank  examiners. 

Senator  Gronna.  They  are  not  always  practical  bankers. 

Mr.  Adkins.  Not  always.  Some  of  them  graduate  from  practical 
bankers.    Some  of  graduate  into  practical  bankers. 

As  to  the  real  estate  loans,  this  bank  was  criticized  from  the  begin- 
ning of  its  existence.  No;  I  take  that  back.  I  was  misled  for  the 
moment  by  what  Mr.  Hogan  said.  This  bank  was  criticized  for  the 
first  time  m  April,  1898 — ^and  I  am  reading  now  from  page  48  of  the 
comptrollers'  affidavit — in  April,  1898,  for  holding  real  estate  loans 
in  violation  of  law.  You  will  recall  that  is  two  years  after  it  became 
a  national  bank.  I  understand  the  excuse  made  by  the  bank  for  its 
vast  number  of  real  estate  loans  is  that  they  were  loans  it  had  legally 
as  a  private  bank,  and  it  took  some  time  to  get  rid  of  them ;  and  I 
can  appreciate  that  might  have  been  the  case.  But  apparently  tiie 
examiners  who  examined  it  in  1896  and  1897  had  no  criticism  to 
make.  In  1898  the  criticism  is  that  it  holds  $7,600  only 'of  improper 
real  estate  loans,  and  then  it  jumps  up  in  1899  to  $310,000^  and  runs 
along,  gets  up  as  high,  in  1901,  as  $400,000,  drops  down  m  1910  to 
$425,  and  nothing  in  1911  and  1912,  and  then  climbs  back  November 
13,  1914,  to  $193,000. 

As  I  understand  these  sections  of  the  Revised  Statutes,  they  for- 
bid a  national  bank  lending  its  money  upon  the  security  of  real 
estate.    The  only  decision  in  the  Supreme  Court  upon  that  subject 
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is  the  one  of  National  Bank  v.  Matthews,  First,  in  98  United  States, 
621,  a  case  I  have  here.  That  was  the  case  where  the  bank  had 
made  a  loan  and  the  borrower  undertook  to  defeat  the  loan  on  the 
ground  that  it  was  on  real  estate  security,  and  the  court,  in  deciding 
the  case,  said  that  even  though  the  statute  forbids  a  loan  of  this  kind, 
it  does  not  make  the  loan  void,  and  the  borrower  is  in  no  position 
to  plead  ultra  vires  on  the  part  of  the  corporation — simply  ordinary, 
every-day  corporation  law.  As  I  understand  that  case,  that  is  tne 
only  decision  that  was  made,  that  if  I  borrow  money  from  a  bank 
which  is  acting  ultra  vires  I  can  not  escape  the  payment  because  of 
that  misconduct  on  thepart  of  the  bank. 

Senator  Fletcher.  Tne  doctrine  of  estoppel  would  apply. 

Mr.  Adkins.  Certainly.  There  have  been  any  number  of  cases  of 
that  kind.  A  national  bank  can  not  lend  money  on  its  own  stocks, 
but  it  does  do  it  repeatedly,  and  it  always  succeeds  in  getting  a 
judgment,  even  if  that  judmient  is  not  collectible. 

This  table  on  page  48  snows  a  constant  violation  of  law  in  that 
respect.  There  has  from  time  to  time  been  some  discussion  as  to 
what  is  a  loan  upon  real  estate.  If  I  sell  a  house  and  take  back  a 
mortgage,  we  will  say,  of  $1,000,  and  then  go  to  the  bank  and  want 
to  borrow  $1,000  myself  on  my  own  note,  I  may  deposit  that  as 
collateral  security  for  mv  loan.  I  think  it  has  always  been  held  that 
that  is  not  a  violation  oi  law. 

If,  on  the  other  hand,  I  go  to  the  bank  and  say,  '^  I  want  to  borrow 
$1,000,  and  I  have  no  collateral  and  no  indorser,  but  I  own  a  house 
worth  $5,000,"  it  will  be  a  violation  for  me  then  to  go  through  the 
form  of  putting  a  trust  upon  that  house,  then  making  my  note  with 
this  trust-secured  note  as  collateral.  In  a  case  of  that  kind  it  simply 
depends  upon  the  bona  fides.  As  I  understand  it,  the  officials  of  the 
comptroller's  office  have  contended  from  1898  down  to  1914  that  the 
amounts  mentioned  in  that  table  were  loans  made  in  violation  of 
that  section,  construed  most  broadly  in  favor  of  the  bank. 

The  Chairman.  Is  this  the  one  referred  to  by  Mr.  Hogan  on  page 
33,  where  he  says : 

The  comptroller's  office  erroneously  so  held  because  subsequently,  in  about  the 
year  1906,  tlie  United  States  Supreme  Court,  whose  conclusions  on  that  subject 
are  binding  both  on  banks  and  the  comptroller,  held  that  the  comptroller's  office 
and  the  Treasury  Department  had  been  all  wrong  In  that  construction  and  that 
a  national  bank  had  a  perfect  right  to  lend  money  on  personal  notes,  even  though 
those  personal  notes  were  buttressed  and  secured  by  real  estate  notes. 

Mr.  Adkins.  I  do  not  agree  with  him,  and  I  think  he  must  be 
mistaken. 

The  Chairman.  That  is  the  same  case,  is  it? 

Mr.  Adkins.  No  ;  that  is  not  the  same  case.  This  case  was  decided 
in  1878.     I  think  he  must  refer  to  this  case. 

The  Chairman.  Very  well. 

Mr.  Adkins.  In  the  comptroller's  report  on  January  11,  1910, 
undertaking  to  give  instructions  to  his  examiners  as  to  what  they 
should  do,  he  referred  to  that  case  as  the  only  then  decision  of  the 
Supreme  Court  of  the  United  States. 

Something  has  been  said  about  directors'  oaths.  I  think,  as  you 
know,  under  the  national-bank  law  a  man  to  be  a  director  in  a  natii3nal 
bank  must  hold  10  shares  of  stock  at  least,  free  and  unhypothecated. 
It  transpires,  from  the  reports  made  to  the  comptroller,  that  one  of 
the  directors  of  this  banK  owned  10  shares  of  stock,  and  for  three 
years  had  had  it  hy^thecated  for  a  debt,  and  Vi^  Yvftidi  TSvaAa.  ^5kn& 
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affidavit  each  year.  Under  the  practice,  an  affidavit  is  made  that 
you  are  qualified  and  hold  at  least  10  shares,  free  and  unpledged. 

The  Chairman.  What  years? 

Mr.  Adkins.  For  the  year  1912  or  1914.  Frankly,  this  particular 
director  was  very  much  surprised  and  horrified  when  he  found  what 
he  had  done.  He  said  he  did  not  know  that  was  the  law.  And  I 
think  he  resigned  as  a  director. 

The  Chairman.  What  was  his  name? 

Mr.  Adkins.  Henry.  Henry  was  the  druggist  then  owning 
Thompson's  drug  store,  at  Fifteenth  and  New  York  Avenue. 

The  investigations  in  that  connection  disclosed  several  other  inter- 
esting things.  In  these  regular  reports  of  condition  made  by  the 
bank  they  are  required  to  state  the  ownership  of  stocks  by  the 
directors.  The  reports  of  1912,  1913,  and  1914  showed  over  1,100 
shares  of  stock  owned  by  Mr.  Ailes,  the  vice  president.  In  his  letter 
of  December  1, 1914,  Mr.  Ailes  stated  that  in  the  year  1912  he  owned 
only  180  shares,  and  in  the  year  1913  he  owned  100  shares  of  stock  of 
that  bank.  I  think  that  came  about  in  this  way — ^and  it  was  an 
inadvertence :  Some  of  that  stock  had  been  put  in  the  name  of  Mr. 
Ailes  as  trustee  for  the  National  City  Bank,  and  undoubtedly  who- 
ever made  that  report  merely  looked  on  the  stock  records  and  saw 
that  it  was  standing  in  his  name;  nobodv  paid  any  attention  to  it, 
and  he  signed  it;  but  it  turned  out  not  to  be  the  fact,  and  that  report 
each  year  was  sworn  to  by  the  directors  who  made  it. 

It  also  transpired  that  as  to  the  two  Flather  brothers,  the  vice 
president  and  cashier  respectively,  they  both  said,  "We  know  we 
always  had  10  shares  free  and  unpledged,"  but  when  the  comptroller 
asked  them  to  describe  that  certificate  they  said  they  could  not  do  it. 

As  to  the  stock  In  the  plaintiff  bank  owned  by  its  vice  president,  Flather,  and 
Its  cashier,  it  appeared  from  their  letters  that  at  all  times  each  of  them  owned 
10  shares  of  stock  free  from  incumbrance,  but  neither  was  able  to  desl^ate  any 
specific  certiflt-ate  as  representing  the  unpledged  shares.  This  was  due.  I  be- 
lieve, to  the  fact  that  so  large  a  part  of  their  stock  was  pledged  by  them  as 
security  for  loans. 

All  of  those  things  that  I  have  pointed  out  were  in  direct  Wolation 
of  the  law,  and  many  of  them  continued  down  to  the  very  day  that 
the  comptroller's  first  call  for  a  rei>oiii  was  made.  They  were  stopped, 
and  all  of  them  were  stopped,  either  before  or  sliortly  after  his  inves- 
tigation was  concluded. 

There  were  certain  other  practices  which  were  not  violations  of 
the  law,  but  were  not  good  banking  practices.  One  of  them  involved 
the  use  of  these  dummy  notes.  I  think  I  have  already  mentioned 
it,  but  I  will  run  over  it  very  briefly. 

Of  course,  the  books  of  a  bank  ought  to  show  the  true  condition. 
The  books  of  tliis  bank  did  not  show  the  true  condition  with  respect 
to  many  of  these  loans,  notwithstanding  the  fact  that  Mr.  Hiinn 
thought  that  they  did.  Mr.  Hann  did  not  go  into  all  of  these  things; 
he  could  not  have  gone  into  all  these  things.  I  have  already  men- 
tioned the  fact  that  Mr.  Glover  wanted  to  loan  $86,000  upon  this 
Navy  xVnnex,  as  Mr.  Hogan  describes  it.  He  did  not  have  the  money 
and  there  was  not  sufficient  money  in  Glover  and  Flather  and  Flather 
and. Flather.  So  Mr.  Nevins,  one  of  the  tellers,  made  his  note  to  the 
order  of  the  Imnk  for  $86,500,  and  Mr.  Glover's  collateral,  ample 
collateral,  was  gotten  out  and  put  with  it.  But  that  transaction 
did  not  appear  on  the  books  of  the  bank  as  the^real  transaction,  and 
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that  is  one  of  the  kind  of  transactions  which  the  officers  of  this  bank 
refused,  resolutely  refused,  to  report. 

Among  the  notes  was  one  for  $17,500,  dated  April  30,  1912,  signed 
by  Felt,  who  was  not  an  employee  of  the  bank.  That  note  repre- 
sented a  loan  made  to  W.  J.  Flather,  a  vice  president,  who  furnished 
the  securities  attached  to  it.  When  the  bank  was  first  questioned 
about  that  note,  it  reported  that  Mr.  Flather  was  interested  in  that 
note  but  not  liable  on  it,  and  then,  before  the  comptroller  got  through, 
they  i^eported  that  that  entire  loan  was  made  for  his  benefit,  and  I 
think  equitably  a  court  would  hold  that  an  officer  of  a  bank  borrow- 
ing money  in  tliat  concealed  way  from  the  bank  should  be  responsible, 
even  though  he  had  not  signed  the  note,  if  there  should  be  any  defi- 
ciency in  the  securities ;  and  I  think  it  was  admitted  that  the  directors 
did  not  know  about  that  particular  transaction. 

There  was  a  similar  note  made  by  a  man  by  the  name  of  Nevius 
on  August  22,  1911,  for  $26,400.  The  bank  reported,  when  that 
note  was  first  questioned,  that  its  cashier,  H.  H.  Flather,  was  inter- 
ested in  it  but  not  liable,  and  then  later  they  reported,  as  they  had 
done  as  to  the  Felt  note,  that  it  appeared — something  that  they  did 
not  know  at  the  time — that  that  note  was  also  made  for  the  entire 
benefit  of  the  cashier,  and  that  he  got  the  money,  and  of  course  he 
would  have  been  equitably  liable  to  the  bank  for  that  note. 

Senator  Walsh.  Is  that  not  criminal  ?  Is  there  not  any  law  which 
prevents  a  bank  officer  from  getting  funds  from  his  own  bank  and 
using  the  name  and  the  note  of  another  person  ?  Of  course,  if  he  wrote 
that  name  himself,  it  would  be  forgery. 

Mr.  Adkins.  Of  course,  the  clerKs  here  were  entirely  willing  to 
do  it,  and  they  did  do  it.    I  do  not  believe  it  is  a  violation  of  the  Taw. 

Then  you  will  recall  a  loan  made  to  the  man  who  owned  Capital 
Traction  stock  in  1903,  where  five  of  the  bank  clerks  gave  their  notes. 

Then  you  will  recall  also  the  note  for  $11,000  or  so  made  by  one 
of  the  clerks  of  the  bank,  to  which  were  attached  as  collateral  secu- 
rity these  title  stocks  and  insurance  stocks. 

Those  were  only  a  few  of  the  many  instances  that  occurred.  In  a 
special  report  made  November  7,  1914,  the  bank  furnished  a  list  of 
loans  made  by  the  bank  since  January  1,  1910,  the  collateral  for 
which  did  not  belong  to  the  signer  of  the  note.  That  described  about 
20  notes  made  by  the  employees  of  the  bank  where  the  collateral  did 
not  belong  to  them.  Here  were  20  notes  made  by  employees  for  other 
individuals,  who  put  up  the  collateral. 

Senator  Walsh.  Was  Nevius  a  clerk? 

Mr.  Adkins.  I  think  he  was. 

Senator  Gronxa.  I  think  you  ought  to  state  very  frankly  that  that 
is  a  very  common  practice.  That  would  simply  be  an  accommoda- 
tion note.  It  is  not  only  not  a  violation  of  law,  but  it  is  a  practice 
that  occurs  in  eveiy  city  of  the  United  States,  in  every  little  village. 

Senator  Walsh.  You  do  not  mean  that  that  is  a  common  practice? 

Senator  Gronna.  I  do  mean  that  it  is  a  common  practice  to  make 
accommodation  notes. 

Senator  Walsh.  That  an  officer  in  a  bank 

Senator  Gronna.  When  the  security  is  good,  when  ample  security 
is  furnished,  it  is  a  common  practice  in  every  bank  in  the  United 
States.    There  is  not  a  bank  in  the  country  that  would  not  take  it. 
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Mr.  Adkins.  For  an  officer  of  the  bank,  without  the  knowledge  of 
the  directors? 

Senator  Gronna.  I  was  not  speaking  about  an  officer.  You  were 
just  now  speaking  of  a  man  who  was  not  connected  with  the  bank. 

Mr.  Adkins.  But  these  were  transactions  where  officers  of  the  bank 
had  borrowed  money. 

Senator  Gronna.  But  you  just  mentioned  one  Mr.  Felt^  who  had 
nothing  whatever  to  do  with  the  bank.  He  was  not  an  officer  of  the 
bank,  but  he  had  mven  his  note.  I  am  not  a  lawyer,  I  am  just  a 
layman,  but  I  do  know 

Mr.  Adkins  (interrupting).  I  am  afraid  I  did  not  make  that  plain. 

Senator  Gronna.  On,  yes,  you  made  it  very  plain.  The  record 
will  show  you  stated  that  this  man  was  not  connected  with  the  bank. 

Senator  Fletcher.  Yes ;  but  the  man  who  got  the  money,  Flather, 
was  a  bank  officer. 

Senator  Gronna.  Of  course,  that  is  another  transaction. 

Mr.  Adkins.  No;  that  is  the  same  transaction. 

Senator  Gronna.  I  say  that  where  the  money  goes  would  be  a 
secondary  consideration.    The  question  is,  is  the  collateral  good? 

Senator  Walsh.  I  asked  Mr.  Adkins  if  there  is  not  any  law  to 
prevent  an  officer  of  a  bank  getting  funds  from  his  bank  on  a  note 
given  by  another  person. 

Senator  Gronna.  Of  course,  if  you  can  show  there  has  been  col- 
lusion to  defraud  the  bank,  that  is  a  different  question. 

Mr.  Adkins.  Without  being  a  lawyer.  Senator,  you  are  entirely 
right  about  that. 

Senator  Gronna.  I  know  I  am  right. 

The  Chairman.  If  the  man  who  borrows  the  money  has  full 
security,  and  the  note  is  properly  secured,  what  difference  does  it 
make  what  he  does  with  the  money  after  he  gets  it? 

Senator  Gronna.  None  whatever. 

Mr.  Adkins.  That  is  not  the  transaction. 

Senator  Gronna.  That  is  the  question  asked  by  the  Senator  from 
Massachusetts. 

Mr.  Adkins.  Let  me  see  if  I  can  clear  this  up.  Here  were  two 
transactions.  The  vice  president  of  the  bank  wanted  to  borrow 
$17,500  and  he  had  some  collateral.  Instead  of  putting  his  own  note 
in  there  and  letting  that  go  before  the  board  of  directors,  he  got  Mr. 
Felt,  who  was  not  employed  by  the  bank,  to  make  a  note  and  take, 
not  Mr.  Felt's  collateral  by  Mr.  Flather's  collateral. 

The  Chairman.  Without  indoi*sement? 

Mr.  Adkins.  Of  course  it  was  indorsed,  so  it  could  be  realized  on. 

The  Chairman.  Then  it  ceased  to  be  Mr.  Flather's,  after  it  was 
indorsed  ? 

Mr.  Adkins.  Not  at  all.    It  was  a  mere  accommodation. 

Senator  Gronna.  Let  me  take  another  case  while  we  are  on  that. 
Let  us  suppose  that  Mr.  Flather  gives  Mr.  Felt  his  own  individual 
personal  check  for  $10,000,  and  tells  him  to  go  into  the  bank  and  draw 
the  cash.  Do  you  mean  to  say  that  it  would  be  an  illegal  act  or  a 
criminal  act  for  Mr.  Felt  to  pay  that  money  over  to  Mr.  Flather? 

Mr.  Adkins.  Not  at  all. 

Senator  Gronna.  Is  there  any  difference  in  the  two  transactions 
if  the  collateral  is  good,  as  good  as  you  say,  as  good  as  gold,  is  there 
anv  difference? 
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Mr.  Adkins.  I  think  there  is  a  very  decided  difference.  Collateral 
that  is  as  good  as  gold  to-day  may  be  very  poor  to-morrow,  you 
know. 

Senator  Gronna.  No. 

Mr.  Adkins.  And  a  year  from  to-morrow  it  may  be  very  doubtful. 

Senator  Gbonna.  That  is,  such  collateral  as  you  have  in  some  of 
these  large  cities.  I  realize  that.  That  is  very  fluctuating.  But  not 
collateral  that  is  considered  good  out  West. 

Mr.  Adkins.  I  do  not  recall  what  the  character  of  the  collateral 
was  here.  I  say  this  was  a  deception  to  the  bank ;  that  an  officer  of 
a  bank,  a  cashier  or  a  vice  president,  who  wants  to  borrow  its  fimds, 
ought  to  do  it  openly,  and  it  does  not  make  any  difference  whether 
he  furnishes  no  collateral  or  ten  times  the  amount  of  the  loan.  I  say 
he  is  doing  a  bad  banking  practice  and  a  wrong  thing  morally  when 
he  has  some  individual  come  in  there  and  sign  a  note  as  a  matter  of 
accommodation  for  him,  and  then  cease  to  have  any  further  responsi- 
bility. 

Senator  Gronna.  You  are  a  lawyer,  and  a  good  lawyer — ^I  have 
heard  something  about  you,  and  I  know  you  are  a  good  lawyer 

Mr.  Adkins.  I  thank  you. 

Senator  Gronna.  Does  it  not  make  any  difference  what  the  motive 
is?  If  it  is  shown  his  motive  is  good,  that  the  intention  is  simply  to 
transact  a  legitimate  business  for  the  purpose  of  making  profits  for 
the  institution,  would  it  make  any  difference? 

Mr.  Adkins.  His  motive  in  borrowing  the  money  would  not  be 
material.  I  suppose  he  borrowed  the  money  because  he  wanted  the 
money. 

Senator  Gronna.  Yes. 

Mr.  Adkins.  This  was  not  to  make  profits  for  the  bank.  It  was  to 
make  profits  for  himself.    • 

Senator  Gronna.  Would  it  make  anv  difference  whether  the  inten- 
tion of  the  borrower  was  to  defraud  the  bank? 

Mr.  Adkins.  I  think  it  would. 

Senator  Gronna.  Or  if  it  was  to  make  money  for  the  bank? 

Mr.  Adkins.  I  think  it  would. 

Senator  Gronna.  I  think  so  too. 

Mr.  Adkins.  I  think,  as  you  have  suggested,  if  the  cashier  of  the 
bank,  the  man  who  can  part  with  its  nmds,  the  individual,  under- 
takes to  get  funds  out  for  the  purpose  of  defrauding  the  bank,  that 
of  course  would  be  a  conspiracy  to  defraud.  There  was  not  any  con- 
spiracy to  defraud  the  bank  in  this  connection. 

Senator  Walsh.  From  the  comptroller's  standpoint,  I  would  like 
to  ask  you  what  the  situation  would  be  if  the  cashier  of  the  bank 
got  10  different  people,  on  his  collateral,  or  20  different  people,  to 
borrow  large  sums  of  money,  and  the  securities  went  wrong,  the 
bank  failed,  and  the  Comptroller  of  the  Currency  knew  that  the 
cashier  of  the  bank  was  using  these  names.  What  position  would  he 
be  in  as  a  competent  public  official  ? 

Mr.  Adkins.  I  think  he  would  be  very  derelict  in  his  duty  if  he 
did  not  call  the  attention  of  the  directors  of  the  bank  to  that  and 
urge  them  to  get  rid  of  a  man  who  was  playing  with  the  fimds  of  the 
bank  for  his  own  benefit  in  that  connection. 

Now,  Senator  Gronna,  this  business  of  a  dummy  or  concealed  note 
is  a  very  dangerous  thing.    It  did  not  result  in  any  loss  in  this  par- 
ticular instance,  but  I  thmk  you  will  agree  with  nv^  \JasX.  \\.  ^ofes.  t:^^^ 
make  any  difference  whether  a  man  is  successiuV  ot  xlq\,^  >3afc  t«^ 
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question  is  whether  the  thing  is  intrinsically  wrong.  There  is  not 
one  rule  for  the  man  who  succeeds  and  another  for  me  one  who  does 
not  succeed. 

Senator  Gronna.  You  seem  to  confuse  the  question.  You  seem 
to  see  no  distinction  between  an  accommodation  note  and  a  dummy 
note.  Tliey  are  just  as  different  as  night  is  different  from  day,  and 
any  banker  who  has  done  any  business  whatever  knows  that  there  is 
a  difference  between  a  real  accommodation  note  and  a  dummj  note. 

Mr.  Adkins.  Is  not  the  officer  of  the  bank  in  a  somewhat  different 
situation  from  a  borrower?  Supose  I  ask  you  to  give  me  your  note 
so  that  I  may  borrow  money  from  the  Riggs  National  Bank.  That 
is  a  pure  accommodation  note,  is  it  not? 

Senator  Gronna.  Yes. 

Mr.  Adkins.  And  I  may  take  that  up  and  get  the  money  and  nobody 
can  criticize  either  one  of  us — except  you,  for  your  unwisdom  in 
doing  that  for  me.  However,  if  Mr.  Flather  wants  to  borrow  money 
from  the  bank,  he  being  an  officer  of  the  bank  is  in  a  somewhat  dif- 
ferent situation.  The  proper  thing  for  him  to  do  is  to  do  it  openly 
and  to  give  his  own  note  and  furnish  his  own  collateral.  For  some 
reason  which  I  do  not  know  instead  of  doing  that,  he  goes  to  some- 
body who  is  not  financially  responsible  and  says,  "  I  do  not  want  the 
bank  to  know" — this  is  the  result  of  it — ^"of  my  borrowing  this 
money.  You  make  this  note  and  go  in  and  ask  for  the  discount, 
and  1  will  see  you  get  it  and  will  protect  you  from  any  loss  on  this 
note." 

Senator  Gronna.  If  he  does  it  in  the  way  you  suggest,  if  I  were 
Comptroller  of  the  Currency  I  would  close  up  liis  bank. 

Mr.  Adkins.  That  is  the  way  it  was  done. 

Senator  Walsh.  Is  not  the  I'eason  wliy  officers  are  limited  in 
borrowing  from  a  bank  that  they  have  to  pass  upon  their  own  notes? 

Mr.  AdIblins.  Oh,  yes. 

Senator  Walsh.  And  the  law  prevents  them  from  doing  that  be- 
cause they  do  not  use  the  same  precaution  and  discretion  ? 

Mr.  Adkins.  Yes. 

Senator  Walsh.  When  the  cashier  of  a  bank  uses  his  own  money 
or  security  and  gets  another  man's  name  is  he  not  indirectly  evading 
the  law?  He  is  passing  upon  his  own  transactions  under  another 
man's  name? 

Mr.  Adkins.  He  conceals  something  from  his  directors. 

Senator  Gronna.  Do  you  think  it  would  be  possible  for  Mr. 
Flather — I  will  use  the  name  "  Flather  "  because  that  is  the  question 
that  is  before  the  committee — to  conceal  anything  with  reference  to 
having  Mr.  Nevius  make  a  riote?  Do  you  not  think  that  it  is  prob- 
able that  every  official  of  that  institution  would  know  and  pass  upon 
the  security  that  Nevius  would  put  up  before  a  loan  of  that  sort 
would  be  made? 

Mr.  Adkins.  I  do  not  know  whether  the  cashier  does  it  there,  or 
whether  they  have  a  discount  committee  for  loans  as  large  as  $17,500. 
I  do  know  that  the  cashiers  in  many  banks,  without  going  to  their 
committees,  make  certain  loans. 

I  can  only  tell  you  what  they  reported  the  facts  in  this  case.  When 
this  bank  undertook  the  report  about  this  note  of  Mr.  Felt's,  they 
said,  "  We  understand  that  Mr.  Flather  has  some  interest  in  it  but  is 
not  responsible  on  it."  They  did  not  know  the  facts.  The  directors 
did  not  know  that  Mr.  Flather  had  gotten  this  money.  A  little  later 
tJiejr  looked  into  it  further,  asked  Fiather  a\>o\xi  \t,  wvd  Vka  told  them. 


NOMINATION   OF  JOHN  SKELTON   WILLIAMS.  339 

Then  they  said,  "  Why,  the  fact  of  the  matter  is  that  this  loan  was 
made  for  Mr.  Flather's  benefit."  And  I  say  that  in  equity  Mr. 
Flather  was  responsible  to  the  bank  for  the  amoimt  of  that  money. 
The  same  transaction  was  conducted  by  the  other  Mr.  Flather  for  a 
slightly  larger  sum,  $26,400,  and  the  money  was  obtained  in  the  same 
way. 

Senator  Gronna.  Is  it  not  reasonable  to  suppose  that*Mr.  Flather 
would  agree  with  you  that  he  was  responsible  for  that  money  ? 

Mr.  Adkins.  I  do  not  know  whether  he  would  or  not.  But  if  he 
was  responsible,  why  did  he  not  put  his  name  on  it  ?  Why  should  he 
deceive?  Wliy  should  he  want  to  deceive  the  other  officers  of  the 
bank?  I  do  not  know  whether  his  loans  then  exceeded  the  limit. 
I  do  not  believe  they  did  exceed  the  limit.  I  do  not  believe  this 
amount  would  have  made  that  exceed  the  limit.  But  in  some  of 
these  cases  the  dummy  loan  was  made  for  the  purpose  of  concealing 
the  fact  that  he  had  and  excess  loan. 

Senator  Gronna.  I  dislike  very  much  to  have  to  argue  for  Mr. 
Flather — I  do  not  know  Mr.  Flather,  and  I  hold  no  brief  for  any 
banker  as  far  as  I  am  concerned,  but  I  just  want  to  know  the  facts. 

Mr.  Adkins.  That  is  what  I  want  to  tell  you. 

Senator  Gronna.  I  am  unable  to  understand  your  argument  A 
lawver  is  likely  to  set  a  little  too  critical. 

Mr.  Adkins.  Technical? 

Senator  Gronna.  Technical  and  hypercritical. 

Mr.  Adkins.  I  do  not  want  to  do  that. 

Senator  Gronna.  I  am  not  going  to  find  any  fault  with  it,  but  at 
the  same  time,  as  a  practical  man,  as  I  told  you  this  morning,  who 
knows  something  about  banking,  I  can  not  agree  with  you. 

Mr.  Adkins.  You  understand  1  do  not  hold  any  brief  for  anybody 
here.  I  am  onlv  undertaking  to  tell  you  what  I  understand  the  facte 
here  to  be,  and  1  might  say  in  this  same  connection — and  I  am  almost 
through,  Mr.  Chairman 

Senator  Gronna.  You  are,  of  course,  trying  to  show  to  the  com- 
mittee the  reasons  why  these  questions  were  asked. 

Mr.  Adkins.  And  what  that  discloses. 

Senator  Gronna.  And  the  committee,  I  am  sure,  is  anxious  to 
know  it,  and  they  ought  to  know  it. 

Mr.  Adkins.  I  might  say  in  this  conne<^tion,  too.  Senator,  that 
from  my  own  experience  in  national  banks — and  for  several  years  I 
watched  the  prosecution  of  officers  who  were  prosecuted — this  ques- 
tion of  a  concealed  loan  to  one  of  the  officers  usually  plays  the  main 
Eart  whenever  there  is  a  failure.  There  was  not  anything  of  that 
ind  here,  but  it  is  a  vicious  banking  practice,  and  there  is  all  the 
difference  in  the  world  between  a  dmnmy  note  and  an  accommoda- 
tion note.  An  accommodation  note  is  all  right  if  the  accommodation 
man  is  good.  But  the  officers  of  a  bank  ought  to  know  whenever  one 
of  their  number  undertakes  to  borrow  money  from  the  bank  that  he  is 
doing  it,  and  the  Comptroller  of  the  Currency  ought  to  know  that  he 
is  doing  it,  and  by  this  process  these  very  large  loans — loans  that  to 
me  would  be  very  large — were  made  without  the  officers  of  the  bank 
knowing  about  it. 

There  were  other  loans,  and  very  large  loans,  made  directly  to  the 
officers  of  the  bank.  They  are  stated  in  a  table  which  Mr.  Williams 
has  annexed  to  his  affidavit.  They  got  up  in  May,  1913,  to  $761,000, 
and  that  table  shows  that  that  does  not  include  the  duiOKv^  q.t  ^^xir 
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cealed  notes,  because  the  comptroller  was  unable  to  get  hold  of  them. 
And  I  might  say  in  that  connection  that  the  report  upon  which  the 
fine  was  imposea  was  a  call  by  the  comptroller  for  the  very  purpose 
of  getting  the  information  which  would  comply  with  his  inquiry  in 
this  connection.  He  says,  "  Give  me  a  list,  during  the  existence  of 
this  bank,  of  all  such  notes  and  loans  which  have  been  made,  all  indi- 
rect or  concealed,  as  well  as  direct  loans  by  officers  of  the  bank.*' 
They  said,  '"We  will  not  do  it,"  and  they  did  not  do  it. 

Also  during  this  period  there  were  very  substantial  loans  made  to 
a  verj'  large  number  of  officials  in  the  Treasury  Department.  And 
there  were  a  number  of  them  connected  with  the  comptroller's  office. 
There  is  a  table  of  those  loans  also  set  forth  in  the  comptroller's 
affidavit,  t  assume  that  this  committee  has  before  it  the  pleadings 
in  the  equity  case.    They  would  be  very  helpful  to  you. 

Senator  Walsh.  Were  those  loans  to  Treasury  employees  based 
upon  collateral? 

Mr.  Adkins.  Sometimes  there  was  collateral  and  sometimes  there 
was  not.  They  were  all  paid,  with  one  exception.  There  was  one 
exception  where  there  was  a  loss  of  several  thousand  dollars.  One 
was  a  bank  examiner,  one  was  a  comptroller,  one  or  two  assistant 
secretaries.    There  is  a  list  of  them  set  forth  somewhere. 

Senator  Fletcher.  I  do  not  think  we  have  those  pleadings. 
Are  they  printed  in  sufficient  number  so  that  the  committee  can 
have  them? 

The  Chairman.  The  pleadings? 

Senator  Fletcher.  Yes. 

The  Chairman.  What  do  you  mean,  the  court  proceedings? 

Senator  Fletcher.  Yes. 

The  Chairman.  I  do  not  know. 

Senator  Fletcher.  Mr.  Adkins,  how  many  copies  of  those  plead- 
ings have  you?  I  do  not  think  the  committee  has  them.  They 
were  not  put  in  our  hearings  anywhere. 

Mr.  Adkins.  I  have  a  number  of  copies  of  the  comptroller's  affi- 
davit, but  only  a  few  copies  of  the  other  affidavits.  There  was  a 
return  made  by  the  comptroller,  this  document,  and  one  made  by 
the  Secretary,  which  was  printed  separately,  and  one  made  by  the 
Treasurer,  which  was  very  short.  Then  there  were  three  or  four 
other  affidavits  filed  in  support  of  those. 

The  opinion  of  Mr.  Justice  McCoy  also  has  been  printed,  and  that 
might  interest  you.  I  have  an  abstract,  which  I  had  made  of  that 
opinion,  taken  chronologically,  which  I  had  made  for  use  before  the 
court  in  the  McFadden  case,  and  I  am  entirely  willing  to  give  you 
that  if  you  care  for  it. 

Now,  gentlemen,  I  think  I  have  covered  the  salient  facts  of  the 
civil  case.  The  Comptroller  of  the  Currency  had  some  of  these  facts 
reported  to  him  by  his  bank  examiner  in  May,  1914.  He  was  told 
by  the  bank  examiner  that  there  was  this  Flather  and  Flather  account, 
with  a  balance  of  $50,000  in  it,  partly  securities,  including  these 
stocks  I  have  mentioned,  and  some  cash,  and  he  undertook  to  find 
out  what  it  was  about,  and  he  never  did  get  a  positive  answer  as  to 
the  ownership. 

He  was  also  met  with  refusals  to  let  the  examiner  find  out  what 

balances  these  other  large  borrowers  on  stock  securities  had,  and 

then  he  started  in  to  make  these  calls  and  one  report  led  to  another 

vnti],  as  a  result  of  that  investigation,  he  discovered  these  violations 

of  the  law,  seven  in  number.    Many  of  them  had  continued  through- 
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out  the  entire  period  of  the  existence  of  the  bank,  and  they  were 
stopped  only  after  he  had  begun  his  investigations.  Whether  that 
was  the  result  of  his  investigations  may  be  a  question  for  argument. 
But  the  fact  of  the  matter  is  that  his  predecessors  had  been  criticizing 
this  bank  from  the  time  of  its  existence.  Their  criticisms  had  been 
couched  in  what  the  bank  considered  proper  official  language  and 
they  had  been  practically  ignored.  When  Mr.  Williams  took  up  the 
situation  and  round  these  various  things,  he  insisted  that  they  be 
corrected,  and  he  used  at  times  fairly  strong  language,  no  stronger 
than  the  bank  used  in  reply,  but  it  was  language  that  was  sufficient 
to  accomplish  the  purpose,  and  by  the  time  his  investigation  was 
over,  these  unlawful  acts  had  ceased. 

All  that  was  submitted  to  Mr.  Justice  McCoy,  and  in  that  very 
elaborate  opinion  he  took  the  various  things  up,  one  by  one,  dis- 
cussed the  evidence  pro  and  con,  and  held  that  me  comptroller  was 
absolutely  within  his  power  in  making  these  calls  for  reports;  that 
there  was  no  evidence  of  malice  or  ill  will  on  his  part,  but,  on  the 
other  hand,  if  there  was  any  malice  anywhere  in  the  case,  it  was 
upon  the  part  of  the  officers  of  the  bank ;  that  the  comptroller  would 
have  been  derelict  in  his  duty  had  he  not  made  these  calls ;  and  that, 
so  far  as  the  court  could  see  as  a  man,  he  could  not  understand  why 
any  officer  of  a  bank  would  refuse  for  one  minute  to  make  a  report 
sliowin^  the  indirect  and  concealed  loans  made  to  the  officers  of 
the  bank. 

Senator  Fletcher.  Mr.  Chairman,  I  think  we  ought  to  have  in 
the  record,  anyhow,  if  we  can  not  get  all  of  these  pleadings  in,  which 
are  quite  voluminous,  a  copy  of  that  opinion  of  Justice  McCoy. 

The  Chairman.  I  think  so,  too.  Will  you  furnish  a  copy,  Mr. 
Adkins? 

Mr.  Adkins.  Yes ;  I  can  give  you  one  right  now. 

Senator  Fletcher.  Let  us  have  that  included  in  the  record. 

Mr.  Adkins.  I  have  it  here  in  two  forms,  in  the  Law  Reporter,  in 
which  form  I  think  perhaps  you  would  prefer  that,  because  it  con- 
tains headnotes  made  by  the  reporter,  somebody  entirely  disinter- 
ested.   There  are  four  numbers. 

If  you  care  for  it,  I  have  this  digest  here  of  the  opinion,  which 
reduces  it  to  about  one-tenth  of  the  length  of  the  opinion  itself. 

Senator  Fletcher.  We  had  better  have  the  opinion.  We  have 
the  digest  of  it  in  another  instance. 

Mr.  Adkins.  That  covers  everything  I  have  to  say,  unless  some- 
body wants  to  ask  me  questions. 

Tnie  Chairman.  Does  any  member  of  the  committee  desire  to  ask 
Mr.  Adkins  any  questions?    If  not,  that  is  all. 

(The  opinion  of  Mr.  Justice  McCoy  referred  to  is  as  follows:) 

Supreme  Court  of  the  District  of  Columbia,  holding  an  equity  court.  The  Riggs 
National  Banlic.  of  Washington,  D.  C,  plaintiff,  v.  John  Slicelton  Williams, 
Comptroller  of  the  Currency ;  William  Gibbs  McAdoo,  Secretary  of  the  Treas- 
ury ;  John  Burke,  Treasurer  of  the  Uniteil  States,  defendants.  E3quity ;  suit 
against  United  States  officers;  injunction;  national  banks;  special  reports; 
powers  of  Comptroller  of  the  Currency ;  assessment  of  penalties ;  verification 
of  reports. 

1.  The  exemption  of  the  Fniteil  States  from  suit  does  not  protect  its  officers 
from  personal  liability  to  persons  whose  rights  of  property  they  have  wrong- 
fully invaded ;  and  in  case  of  an  injury  threatened  by  the  illegal  action  of  a 
Government  official  he  can  not  claim  immunity  from  injunction  process  on  the 
ground  that  the  suit  is  one  against  the  United  States. 
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2.  The  validity  of  the  action  of  the  Comptroller  of  the  Currency  in  imposing 
penalties  upon  a  bank  for  alleged  failure  to  file  certain  reports  called  for  by 
him  may  be  inquired  into  by  the  court  and  if  found  unwarranted  by  law  the 
payment  of  interest  on  bonds  of  the  bank  withheld  for  the  purpose  of  meeting 
the  penalties  assessed  may  be  compelled. 

3.  The  Comptroller  of  the  Currency  acts  within  the  powers  conferred  upon 
him  by  law  where  upon  a  review  of  the  entire  situation  he  determines  that 
penalties  should  not  be  assesseil  against  a  bank  in  a  particular  case. 

4.  Where,  however,  at  a  time  a  suit  for  an  injunction  was  flled  it  appeared 
that  the  comptroller  had  not  only  assessed  penalties  of  $5,000  against  the  plain- 
tiff bank  and  directed  the  withholding  of  interest  on  l>onds  with  which  to  meet 
such  penalties,  but  was  also  claiming  that  certain  reports  made  by  the  bank 
were  unsatisfactory  and  that  penalties  of  $100  a  day  were  being  incurred  by 
the  bank,  the  fact  that  in  response  to  the  bill  the  comptroller  made  affidavit 
that  reports  having  been  made  to  all  the  calls,  although  not  within  the  time 
prescribed  by  law,  he  did  not  intend  to  assess  any  penalties  other  than  the 
$5,000,  and  waive<l  the  right  to  assess  any  other  penalty  on  such  calls,  will 
not  preclude  the  court  from  passing  upon  the  right  of  the  comptroller  to  assess 
such  penalties. 

5.  In  such  a  case,  equity  has  jurisdiction  because  of  its  being  alleged  that 
property  rights  are  being  threateneil  by  acts  of  a  Federal  officer  claimed  to  be 
unlawful  which  if  not  restrained  w^ill  lead  to  a  multiplicity  of  suits. 

6.  The  matter  of  the  dejwsit  in  bank  of  public  funds  is  one  within  the  uncon- 
trollable judgment  of  the  Secretary  of  the  Treasury,  and  his  action  in  that  re- 
gard could  not  be  restrained  even  though  he  should  threaten  the  withdrawal 
of  deposits  with  the  hope  that  by  so  doing  he  would  injure  a  particular  bank. 

7.  A  bill  in  equity  against  the  Comptroller  of  the  Currency,  Secretary  of  the 
Treasury,  and  Treasurer  of  the  United  States  to  have  declare<l  illegal  the  action 
of  the  comptroller  in  assessing  (certain  penalties  against  the  plaintiff  bank,  to 
enjoin  the  threateneil  assessment  of  further  ])enalties,  and  charging  a  con- 
Kpiracy   on   the   part   of  defendants   to   injure   the  bank,    held   not   to   state 

cause  of  action  against  the  Secretary  of  the  Treasur>',  and  the  bill 
dismissed  as  to  him  unless  he  should  l)e  a  necessary  party  in  order  to  give 
reilef  by  way  of  directing  the  payment  of  interest  on  bonds  of  the  bank  withheld 
utHrause  of  the  penalty  assessed  by  the  comptroller. 

'\  Section  5211,  Revised  Statutes,  United  States,  authorizes  the  Comptroller 
of  the  Currenc>'  to  require  from  banks,  in  addition  to  the  five  reports  as  to  re- 
sources and  liabilities  therein  provided  for,  si)e(»ial  reiwrts  from  a  particular 
bank,  and  such  special  reports  are  requiretl  to  show  what  the  comptroller  may 
in  his  judgment  deem  necessary  to  a  full  and  complete  knowledge  of  the  bank's 
condition,  and  are  not  to  be  confinetl  to  a  mere  statement  of  resources  and  lia- 
bilities as  are  the  five  general  reports  provide<l  for. 

9.  Section  5211,  Revised  Statutes,  United  States,  construed  to  make  lawful 
any  inquiry*  by  the  comptroller  for  the  purpose  of  obtaining  information,  not 
only  as  to  current  items  on  the  books  of  the  bank,  but  also  for  the  purpose  of 
informing  himself  generally  as  to  the  management  of  the  bank. 

10.  Whether  official  action  Is  so  arhitrory  as  to  amount  to  a  total  lack  of  au- 
thority is  a  mixed  question  of  law  and  fact. 

11.  An  act  can  not  be  held  arbitrary  if  it  is  reasonably  relate<l  to  a  particular 
lawful  purpose  or  unless  the  court  can  say  the  means  have  no  reasonable  re- 
lation to  the  end. 

12.  The  calls  for  reports  made  by  the  comptroller  in  the  present  case  held 
lawful,  but  that  officer  held  not  authorized  to  demand  that  such  reports  be  veri- 
fied by  the  persons  designateil  by  him  to  swear  to  them. 

13.  Held,  therefore,  that  the  comptroller  having  called  for  a  report  not  veri- 
fied and  attested  as  provided  in  the  statute  could  not  lawfully  assess  a  penalty 
for  a  failure  to  comply  with  the  demand  made  by  him. 

14.  Except  for  the  puniose  of  compelling  poyment  of  the  interest  due  the 
plaintiff  bank  and  retained  to  meet  the  penalties  unlawfully  assessed  by  the 
comptroller  and  of  enjoining  the  assessment  of  other  penalties  for  failure  to 
comply  with  the  demands  for  reports  the  bill  dismissed  as  to  all  the  defendants. 

In  equity.  No.  333G0.     Decided  May  31,  1916. 

Hearing  on  a  motion  to  dismiss  a  bill  in  equity  for  nn  injunction,  etc. 

Mr.  F.  J.  Hogan  and  Mr.  J.  W.  Bailey  for  the  plaintiff. 

Mr.  L.  D.  Brandeis,  Mr.  Charles  Warren,  Mr.  J.  C.  Adkins,  Mr.  J.  E.  I>askey, 
and  Mr.  Samuel  Untermyer  for  the  defendants. 

Mr.  Justice  McCoy  dellvere<l  the  opinion  of  the  court : 

The  bill  is  filed  against  the  defendants  in  their  official  capacities  and  is  be- 
fore the  court  on  a  motion  of  the  plaintiff  for  preliminary  injunction,  and  on 
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motions  by  tlie  defendant  to  dismiss  on  several  grounds  which  will  be  stated 
hereafter. 

The  affidavits  submitted  by  the  defendants  on  the  motion  for  preliminary 
relief  completely  met  and  overcame  the  charges  of  malice  and  bad  faith  on 
the  part  of  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency ; 
consequently^  the  motion  for  preliminary  relief  was  denied  except  in  so  far  as 
it  made  necessary  a  consideration  of  the  question  of  the  powers  of  the  comp- 
troller to  call  for  sq)ecial  reports  from  banks. 

The  allegations  of  the  bill  other  than  those  which  are  formal  or  relate  to 
the  standing  of  the  plaintiff  are  substantially  of  two  classes,  one  consisting  of 
allegations  Inserted  for  the  purpose  of  showing  malice  and  111  will  on  the  part 
of  the  defendants  McAdoo  and  Williams  toward  the  officers  of  the  plaintiff 
bank,  and  the  other  consisting  of  allegations  as  grounds  for  relief.  In  stating 
the  case  made  by  the  bill  the  allegations  of  facts  thought  to  prove  malice  and 
111  will  will  be  only  briefly  stated  for  reasons  given  below.  The  substance  of 
the  allegations  Is  as  follows:  The  defendants  are  sued  In  their  official  capac- 
ities. The  plaintiff  Is  a  national  banking  association  with  Its  principal  place 
of  business  In  the  District  of  Columbia,  Incorporated  on  or  about  July  1,  1896, 
and  In  that  year  succeeded  to  the  large  and  prosperous  banking  business  for 
many  years  conducted  by  a  partnership  under  the  name  of  Hlggs  &  Co.,  slpce 
which  time  it  has  done  a  successful  business  and  Is  now  In  excellent  financial 
condition.  It  Is  the  Washington  representative  of  several  hundred  national 
banks  and  has  extensive  foreign  relations,  being  the  correspondent  of  a  number 
of  foreign  banks  and  bankers,  and  it  Issues  many  letters  of  credit  for  use  In 
foreign  countries.  It  has  a  good  reputation  and  Its  financial  standing  Is  un- 
questioned and  unquestionable.  It  enjoys  the  confidence  of  the  community  in 
which  it  does  business  and  of  banks  and  bankers  throughout  the  United  States 
and  foreign  countries.  Neither  the  Secretary  of  the  Treasury  nor  the  Comp^ 
troller  of  the  Currency  has  charged  that  the  plaintiff  is  not  entirely  solvent  op 
that  \ts  loans,  discounts,  investments  or  other  resources  r^resent  either  bad, 
doubtful  or  slow  securities  to  an  extent  possible  to  Impair  its  capital  or  reduce 
Its  surplus.  The  defendant  Williams  became  Comptroller  of  the  Currency 
February  3, 1914.  He  had  theretofore  been  Assistant  Secretary  of  the  Treasury, 
On  March  4,  1915,  the  plaintiff  filed  with  the  comptroller  one  of  the  five  reports 
required  by  law,  and  neither  he  nor  the  Secretary  of  the  Treasury  claims  that 
such  report  Is  not  a  true  and  correct  statement  of  the  resources  and  liabilities 
of  the  plaintiff. 

The  defendants  Williams  and  McAdoo  have  confederated,  combined,  and  con- 
spired so  to  use  and  abuse  and  exceed  the  powers  conferred  on  them  by  the  laws 
of  the  United  States,  particularly  the  powers  conferred  on  the  Comptroller  of 
the  Currency  by  sections  5211  and  5213  of  the  Revised  Statutes,  as  to  impose 
upon  plaintiff  unlawful,  excessive,  and  ruinous  penalties,  and  entirely  to  cut 
off  the  plaintiff  from  certain  large  bank  deposits  hitherto  held  by  It  and  greatly 
to  Injure,  If  not  wholly  destroy.  Its  business,  and  It  Is  their  purpose  and  Intent 
willfully  and  maliciously  to  Inflict  Irreparable  Injury  on  the  plaintiff  in  defiance 
of  law  and  In  violation  of  their  official  oaths  and  wrongfully  to  subject  It  to 
their  arbitrary  actions,  which  are  unauthorized  by  any  law  and  In  palpable 
violation  of  plaintiffs  property  rights  In  the  premises,  and  thereby  confiscate 
or  destroy  the  same. 

The  sections  of  the  Revised  Statutes  under  which  the  defendants  are  claiming 
to  act  are  set  forth,  and  also  section  5241  as  It  originally  stood  and  as  amended 
by  the  Federal  reserve  act  of  December  23,  1913.  This  section  limits  the  visi- 
torlal  powers  to  which  banks  shall  be  subject  to  those  which  are  authorized  by 
law  or  vested  In  courts  of  justice  or  such  as  shall  be  or  shall  have  been  ex- 
erclseil  or  directed  by  Congress  or  by  either.  House  thereof,  or  by  any  committee 
of  Congress  or  of  either  House  duly  authorized.  Section  5211,  being  one  of 
the  sections  of  the  Revised  Statutes  quoted  in  the  bill  after  providing  for 
five  rep<^)rts  during  each  year  to  be  transmitted  to  the  comptroller  by  all  banks, 
provides  that: 

"The  comptroller  shall  also  have  power  to  call  for  special  reports  from  any 
particular  association  whenever  in  his  judgment  the  .same  are  necessary  in  order 
to  a  full  and  complete  knowledge  of  its  condition." 

Nothwithstanding  the  above-mentioned  provisions,  the  defendant  Williams 
has  called  on  the  plaintiff  bank  for  numerous  special  reports  which  are  "  wholly 
impertinent  and  Irrelevant  to  a  fidl  and  complete  knowledge  of  Its  conditions 
and  whlcli  are  unnecessary  for  that  purpose  In  any  reasonable  judgment  of 
the  Comptroller  of  the  Currency,  and  has  wrongfully  subjected  the  plaintiff  to 
an  exercise  of  inquisitorial  and  visltorlal  powers  other  than  such  as  were  au- 
thorized by  law,  and  has  also  wrongfully  and  maliciously  subjected  the  plalntlff^ 
by  conducting  a  persistent  and  unlawful  and  unauthorViieOi  Viviva\»\Wa^,  Vft  qssosl- 
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pUan<*e  with  many  such  calls  at  great  expense,  and  has  imposed  upon  plaintiffa 
olfioers  and  employees  an  appalling  mass  of  totally  unnecessary  work  in  hind- 
ran(.*e  and  detriment  to  a  proi>er  and  orderly  conduct  of  its  said  business ;  and 
in  addition  the  defendant  Williams  has  in  flagrant  violation  of  law  assessed 
certain  numerous  penalties  against  the  plaintiff  ♦  ♦  ♦  and  is  still  con- 
tinning  and  threatens  to  continue  so  to  do,  with  the  result  that  at  the  present 
time  the  penalty  so  as  aforesaid  unlawfully  assessed  by  the  said  defendant 
Williams  against  the  plaintiff  banlc  amounts  to  al)out  $150,000,  as  nearly  as 
the  plaintiff  can  ascertain,  or  calculate,  but  the  plaintiff,  with  one  exception, 
is  entirely  without  any  intelligent  statement  from  the  defendant  Williams  as 
to  why  such  penalties  have  been  lnlllcte<l  or  as  to  the  exact  amount  thereof, 
either  as  to  their  total  amount  or  as  to  the  per  diem  total  thereof." 

These  i)enalties  are  so  excessive  as  to  destroy  the  plaintiffs  business  unless 
the  collection  of  them  is  restrained,  and  the  three  defendants  have  unlawfully 
retained  and  caused  to  be  retained  the  sum  of  $5,000,  being  interest  due  on 
bonds  deposited  by  the  plaintiff  with  the  Treasurer  of  the  United  States  to  se* 
cure  its  circulation,  and  it  is  intended  to  pay  said  sum  of  money  into  the 
Treasur>'  of  the  United  States,  and  it  is  also  threatened  and  intended  to  retain 
and  pay  into  the  Treasury  the  future  interest  on  said  bonds  when  and  as  the 
same  shall  become  due  to  the  plaintiff. 

The  defendant  Williams,  while  Assistant  Secretary  of  the  Treasury,  openly 
manifested  his  personal  hostility  to  the  plaintiff  bank  and  its  officers  In  ways 
not  stated. 

Prior  to  December,  1913,  *'  the  defendants  McAdoo  and  Williams  had  in  ways 
wliich  will  be  fully  detailed  In  the  evidence  to  be  taken  in  this  suit,  openly 
and  publicly  manifested  their  personal  malice  toward  certain  of  plaintiffs 
officers;'*  and  thereafter  and  on  I>eceml)er  3  and  4,  1913,  during  the  course  of 
a  discussion  as  to  the  resimnsiblllty  for  a  certain  newsimper  article  two  of 
the  officers  of  the  bank  were  charged  with  such  responsibility  by  the  defendant 
McAdoo  and  one  of  said  oflicers  informed  the  defendant  McAdoo  that  the  lat- 
ters'  attitude  could  only  l>e  regarded  as  one  of  personal  persecution,  whereupon 
said  defendant  McAdoo  ordere<l  him  out  of  the  Secretary's  office  and  said  to  the 
president  of  the  plaintiff :  "  You  know  what  this  means  to  the  Rlggs  rJatlonal 
Bank,"  the  bill  adding  "  Meaning  thereby  from  that  time  on  the  power  of 
the  Treasury  Department  would  be  aggressively  used  for  the  ruination  and 
destruction  of  the  plaintiff  bank  In  order  to  satisfy  the  personal  malice  and  111 
will  of  the  defendants  Wlliams  and  McAdoo  against  its  officers.  Shortly  after- 
wards the  said  defendants  Williams  and  McAdoo  began  a  series  of  persecutions 
against  the  plaintiff  bank  for  the  purpose  of  Impairing  or  destroying  Its  said 
buslne8.s  as  hereinafter  more  fully  shc^-n." 

Shortly  afterwards  the  defendant  Wiilinms  was  nominated  to  the  office  of  the 
Comptroller  of  the  Currency  and  made  to  the  Committee  on  Banking  and  Cur- 
rency of  the  Senate,  when  the  matter  of  his  contlrmati(m  was  up  for  considera- 
tion, a  vicious  attack  on  the  officer  so  charge<l  with  responsibility  for  the  publi- 
cation of  said  newspaper  article  on  the  false  assumption  that  the  latter  was 
responsible  therefor. 

The  bill  then  goes  on  to  set  forth  the  specific  acts  of  the  various  defendants 
which  the  plaintiff  claims  are  wrongful,  lirst  taking  up  those  against  the  Secre- 
tary of  the  Treasury. 

It  has  been  the  custom  of  the  Treasury  Department  to  deposit  in  various 
national  banks  in  the  District  of  Columbia  a  sum  of  money  approximately  equal 
to  the  taxes  paid  by  the  District  into  the  Federal  Treasury.  These  taxes  have 
been  made  in  proiwrtion  to  the  individual  deposits  In  each  of  said  banks  and 
from  the  distribution  of  this  money  for  dei)osit  in  May,  1914,  the  defendant 
McAdoo  "arbitrarily"  elimintod  the  plaintiff;  and  on  inquiry  being  made  as 
to  the  reason  for  such  elimination  state<l  that  he  was  not  rcniuired  to  give  any 
reasons  for  his  action,  but  that  the  reason  was  that  the  i)lnlntiff  bank  did  a 
i-elatively  small  commercial  business  an<l  that  he  thought  it  would  be  a  greater 
benefit  to  the  commorrinl  intere'^ts  of  the  community  if  the  money  were  placed 
in  other  banks,  and  stated  further  that  it  was  his  purpose  to  withdraw  all 
Government  funds  fnmi  the  plaintiff  baiik,  this  express<Ml  purpose,  tlie  bill 
say.s,  being  an  execution  of  .said  threat  emlxxlied  in  the  words  above  quoted, 
namely,  "  You  know  what  this  means  to  the  UIggs  National  Bank."  Thereafter 
plaintilT  was  disconlinuetl  as  a  Government  deiwsitory. 

The  "plaintiff  believes  and  therefore  avers"  that  the  defendant  McAdoo 
succeecl^d  through  personal  efforts  in  having  gi-adually  withdrawn  from  the 
plaintiff  bank  deposits  of  Panama  Canal  funds,  the  dep<»sit  of  which  are  within 
the  exclusive  jurisdiction  of  the  Secretary  of  War,  and  that  there  now  remains 
with  a  balance  of  said  funds  amcmnting  to  approximately  .$22,0(K).  All  of  said 
withdrawals  and  withholding  of  deposits  were  ma<le  at  a  time  when  banks  were 
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hoarding  their  money  and  when  the  bonds  given  to  secure  the  payment  of  said 
Canal  deposits  could  be  marketed  only  by  private  sale,  the  war  in  Europe  having 
resulted  in  the  closing  of  public  exchanges  and  when  prices  of  securities  were 
at  lower  figures  than  they  had  been  for  many  years  and  when  panic  conditions 
existed,  and  that  all  this  was  done  in  a  deliberate  attempt  to  wreck  the  plaintiff 
bank,  and  in  execution  of  the  conspiracy'  existing  between  the  defendants  Wil- 
liams and  McAdoo  for  that  purpose  arising  out  of  the  said  two  defendants' 
personal  hatred  of  certain  officers  of  the  plaintiff  bank. 

While  the  defendant  McAdoo  was  acting  as  stated  the  defendant  Williams 
was  harassing  the  plaintiff  in  wrongful  ways,  and  except  for  its  great  strength 
ft  would  have  been  seriously  crippled,  and  such  was  the  result  intended. 

Except  for  his  alleged  cooperation  with  the  Comptroller  of  the  Currency  no 
other  specific  charges  are  made  against  the  Secretary  of  the  Treasury. 

While  Assistant  Secretary  of  the  Treasury,  the  defendant  Williams  became 
the  treasurer  of  the  American  Red  Cross  Society  in  accordance  with  the  custom 
long  prevailing  to  appoint  an  Assistant  Secretary,  but  after  becoming  Comp- 
troller of  the  Currency  he  retained  the  office  of  treasurer  of  the  Red  Cross. 
During  the  summer  of  1914  the  defendant  Williams  began  an  ultimately  success- 
ful effort  to  withdraw  the  Red  Cross  account  from  the  plaintiff  bank,  while  the 
defendant  McAdoo  was  engaged  in  causing  the  withdrawals  of  United  States 
Treasury  and  Panama  Canal  funds.  The  comptroller  carried  on  his  efforts 
under  the  guise  of  endeavoring  to  secure  a  higher  rate  of  interest  on  deposits 
by  means  of  competition  with  rival  banks  and  induced  the  Red  Cross  to  permit 
him  to  invite  bids  from  local  banks,  including  the  plaintiff.  Higher  bids  than 
the  plaintiffs  were  received,  but  the  Red  Cross  declined  to  remove  its  funds, 
the  difference  in  bids  being  only  slight  and  the  plaintiff  bank  having  for  many 
years  successfully  handled  the  funds.  Shortly  after  the  European  war  began 
the  defendant  Williams  used  that  situation  to  recommend  that  security  be  re- 
quired to  protect  the  deposits  of  the  Red  Cross  funds  in  the  plaintiff  bank  and 
to  require  of  the  bank  an  interest  rate  of  not  less  than  3  per  cent  on  daily  bal- 
ances. The  plaintiff  decliii^  to  pay  interest  on  balances  in  excess  of  $150,000 
and  to  deposit  any  of  its  securities,  claiming  that  such  deposit  would  be  unlaw- 
ful. The  result  was  that  the  Red  Cross  deposits  were  withdrawn,  until  at  the 
time  of  the  filing  of  the  bill  there  remained  a  balance  of  about  $100. 

The  comptroller  began  on  June  9,  1914,  the  sending  of  a  series  of  letters  to 
the  bank,  containing  imauthorized  demands  for  special  reports.  There  are  cer- 
tain characterizations  of  letters  received  from  the  comptroller  and  an  ellega- 
tion  that  to  a  request  from  one  of  the  attorneys  for  the  bank  made  through  a 
national  bank  examiner  for  an  indication  of  any  practice  of  the  bank  considered 
to  be  of  even  doubtful  propriety  such  practice  would  be  discontinued,  and  a 
further  request  by  letter  from  the  board  of  directors  offering  to  improve  the 
methods  of  the  bank  questioned  by  the  comptroller,  and  asking  for  suggestions, 
which  suggestions  were  not  made,  the  request  being  replied  to  sarcastically. 
It  is  said  that  the  comptroller's  language  regarding  fines  threatened  in  these 
letters  has  generally  been  vague  and  unintelligible  and  that  he  has  refused  to 
clarify  his  meaning,  and  that  tlie  penalties  threatened,  as  nearly  as  they  can 
be  calculated,  amount  to  a  very  large  sum. 

A  bank  examiner  took  off  from  the  plaintifTs  books  a  list  of  loans  in  excess  of 
$5,000  secured  by  collaterals.  The  comptroller  for  the  purpose  of  establishing 
that  the  plaintiff  was  loaning  large  sums  of  money  secured  by  stocks  and  bonds 
to  borrowers  who  were  not  carrying  substantial  deposit  balances,  demanded 
that  the  amount  of  balance  to  the  credit  of  each  borrower  be  state<l  on  the  lists 
submitted.  This  the  bank  refused  to  do,  claiming  that  there  was  an  outstand- 
ing rule  of  the  Bureau  of  the  Comptroller  of  the  Currency  against  so  doing; 
thereupon  the  comptroller  demanded  that  a  list  be  prepared  and  furnished 
under  oath  together  with  a  statement  of  all  commissions  collected  and  person- 
ally appropriated  by  certain  executive  officers  of  the  plaintiff  in  connection 
with  the  purchase  of  bonds  and  stocks  upon  which  plaintiff  bank  was  loaning 
money,  and  on  account  of  certain  transactions  in  which  the  assets  of  the  bank 
were  ccmcerned;  and  also  information  relating  to  the  handling  of  the  funds  of 
the  bank  and  in  regard  to  commissions  collected  i)ersonally  by  officers  of  the 
bank  on  real  estate  loans  negotiated  by  said  officers  for  account  of  plaintiffs 
depositors  -and  charged  to  their  accounts  on  the  books  of  the  bank;  also,  a  list 
of  borrowers  to  whom  plaintiff  bank  had  made  loans  aggregating  $5,000  or 
more.  The  plaintiff's  president  asked  for  time  to  submit  the  request  to  a 
meeting  of  the  board  of  directors,  but  the  comptroller  persisted  in  calling  for  a 
report  at  once,  threatening  the  imposition  of  penalties.  The  plaintiff  objected 
that  the  comptroller  had  no  authority  to  call  for  a  report  to  be  made  at  once 
and  that  the  section  under  which  he  purported  to  act  did  not  authorize  Ivlisv 
to  call  for  reports  of  the  nature  of  the  one  demanded,   B^itoT^  \Xv\%  VwiV^^wV^^^ 
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closetl  there  was  certain  correspondence  l)etween  the  comptroller  and  the 
bunk,  during  the  course  of  which  the  plaintiffs  president  stated  that  "there 
was  no  foundation  for  said  defendunt^s  assumption  that  any  officer  of  itbe  plaln- 
tlff  bank  liad  profited  by  commissions  received  in  connection  with  transactions 
of  the  plaintiff  bank/*  nn<l  denie<l  that  tlie  piaintiif  bank  had  made  any  real 
estate  loans  in  contravention  of  the  statute;  and  later,  in  pursuance  of  aathor- 
Ity  conferred  by  the  boanl  of  directors,  tho  officers  of  the  hunk  sent  to  tlie  comp- 
troller a  statement  of  tlie  individual  Imlances  of  depositors  demanded  as 
aforesaid.  The  comptroller  has  never  formally  assesse<l  a  penalty'  against 
the  plaintiff  in  connection  with  tliis  {larticutnr  demand  nor  advised  the  plaintiff 
of  the  amount  of  any  penalty  nor  withheld  any  sum  assessed  as  a  penalty  from 
interest  iMMN^min^  due  to  the  plaintiff  on  iKinds  deposited  to  secure  circulation, 
althougli  in  assessing  a  penalty  for  failure  to  oliey  a  sul>sequent  and  dlfCevent 
demand  it  was  stated  that  such  assessment  .was  in  addition  to  other  fienalties 
to  which  it  was  claimed  tlie  plaintiff  was  liable. 

Another  demand  of  the  comptroller  complaine<l  of  was  for  a  reixMrt  showing 
whether  or  not  the  plaintiff  had  a  private  telegraph  wire  c<mnected  with  stock 
brokerage  houses  In  New  York,  and  if  so,  whether  the  line  was  U8e<l  for  trans- 
mission of  orders  for  the  purchase  of  stock  on  the  New  York  Sti>ck  Rxchan^ 
by  officers  of  the  Rig^  National  Bank  personally  or  officially,  and  if  so,  what 
commissions  had  l>een  chargecl  ujKm  such  transactions  (luring  the  past  12 
months,  and  how  the  same  were  credited  or  disposed  of.  and,  further,  whetlier 
any  part  of  the  exi>ense  of  such  wire  was  borne  by  the  Uiggs  National  Bank, 
and  if  not,  by  whom.  The  right  of  the  comptroller  to  make  this  demand  was 
questioned,  but  the  information  was  given. 

The  comptroller  demande<l  a  special  report  giving  the  names  of  certain  extra 
employees  who,  it  was  clalme<l,  were  engageil  for  the  purpose  of  i)ermitting  com- 
pliance with  the  comptroller's  demand,  together  with  dates  of  their  employment 
and  the  salary  or  wages  at  which  they  were  engaged.  This  demand  was  com- 
plied with,  although  it  was  claimed  not  to  be  within  the  power  of  the  comp- 
troller to  make. 

The  comptroller  demanded  information  as  to  whom  the  funds  in  a  certain 
account  appearing  on  the  books  of  the  plaintiff  bank  In  the  name  of  "  Flather  ft 
Flather  "  beIonge<l.  Every  fact  respecting  this  account,  amount  thereof,  source 
of  funtls  credited  to  it,  and  the  use  from  time  to  time  made  of  those  funds  was 
fully  and  repeatedly  stated  to  said  Williams,  who  thereupon  demanded  the 
sworn  opinion  of  the  officers  of  the  plaintiff  bank  on  the  legal  conclusion  re- 
specting the  ownership  of  siiid  account.  The  officers  of  the  bank  declining  to 
express  an  opinion  on  the  question  of  law.  the  comptroller  demanded  that  the 
said  information  be  given  under  oath  to  the  best  of  the  knowledge  and  belief 
of  the  officers,  who  persiste<l  in  their  refusal,  whereupon  they  were  notified 
that  the  plaintiff  bank  was  subject  to  a  continuing  penalty  of  $100  a  day  for 
such  refusal. 

The  unwarranted  demands  of  the  comptroller  have  resulted  and  are  resulting 
in  practically  depriving  the  officers  of  the  bank  of  the  time  necessary  for  the 
proper  discharge  of  their  duties  and  the  conduct  of  the  plaintilTs  business. 

The  comptroller  made  demands  for  certain  reports,  the  nature  of  which  Is  not 
disclosed,  and  the  allegation  is  that  he  fixed  a  time  beyond  five  days  within 
which  to  make  the  reports ;  that  in  .so  doing  he  acted  without  authority  And  that 
the  subject  matter  was  not  within  the  province  of  section  5211  of  the  Revised 
Statutes.  It  is  also  alleged  that  compliance  was  physically  impossible,  but 
there  is  no  allegation  to  the  effect  that  further  time  was  asked,  and  it  Is  not 
stated  whether  the  demands  were  ever  complied  with. 

The  comptroller  demanded  a  statement  as  to  loans  made  by  the  bank  directly 
or  indirectly  to  Secretaries  and  Assistant  Secretaries  of  the  Treasury  of  the 
United  States  and  to  Comptrollers  of  the  Currency  and  national  bank  examiners 
for  10  years  prior  to  the  demand.  This  demand  was  complle<i  with  in  15  days 
thereafter,  which  was  the  shortest  time  within  which  it  could  be  prepared. 
Thereupon  the  comptroller  demanded  a  similar  report  in  regard  to  all  such 
loans  made  since  the  organization  of  the  bank.  This  was  furnished.  Then  a 
demand  was  made  for  a  rei)ort  of  loans  to  the  employees  of  the  comptroller's 
office.    This  was  also  furnished. 

On  August  6  the  plaintiff  asked  for  the  printing  of  additional  national  bank 
notes,  which  it  was  entitle<l  to  take  out  on  the  security  of  bonds  of  the  United 
States,  the  order  for  the  printing  having  been  given  in  April.  On  August  10 
the  comptroller  asked  for  information  in  regard  to  securities  eligible  for  such 
additional  currency  as  the  plaintiff  claimed  to  be  entitled  to.  saving  that  com- 
mercial paper  was  acceptable  for  the  purpose  and  asking  for  a  statement  of  the 
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amount  of  commerdal  iwiper  held  by  the  bank.  He  was  Informed  that  the 
bank  did  not  propose  to  take  out  any  Aldrlch-Vreeland  currency ;  nevertheless 
the  comptroller  persisted  In  calling  for  a  list  of  commercial  paper  as  defined 
by  the  Aldrlch-Vreeland  Act,  and  also  called  for  a  list  of  securities  available 
for  additional  circulation  under  the  act.  and  on  August  15  the  bank  submitted 
a  list  of  commercial  paper  and  of  securities.  Certain  criticisms  of  this  list 
were  made  by  the  comptroller  and  thereupon  a  request  was  made  by  the  bank 
for  some  authoritlve  definition  of  commercial  paper  So  that  it  might  review 
the  list  sent.  Whereupon  the  comptroller  repeated  his  demand,  qnotlng  the 
text  of  the  Aldrlch-Vreeland  Act  as  a  definition  of  commercial  paper;  where- 
upon the  bank  advised  the  comptroller  that  If  it  should  have  occasion  to  apply 
for  Aldrlch-Vreeland  paper  it  would  submit  a  list  of  securities,  asking  "  to  be 
excused  "  from  further  discussion  of  the  meaning  of  the  terms  "  commercial 
paper  "  and  "  actual  commercial  transaction."  Thereupon  the  comptroller  noti- 
fied the  bank  that  it  was  liable  for  per  diem  penalties  prescribed  by  the  statute. 
Again  the  matter  was  taken  up  with  the  bank  by  the  comptroller  and  an  addi- 
tional demaml  made  for  information  and  the  information  was  given,  notwith- 
standing the  protest  of  the  bank  that  no  right  to  call  for  it  existed,  and  the 
plaintiff  offered  to  get  further  Information  in  regard  to  certain  notes  which 
it  held,  to  which  offer  the  comptroller  replied  that  he  would  not  require  this 
to  be  done. 

The  next  allegation  is  In  regard  to  a  demand  for  a  special  report  made  by 
the  bank.  A  special  report  was  furnished.  It  is  stated  argumentatively  that 
the  call  for  said  report  was  "  alien  to  the  condition  of  the  plaintiff  bank  "  and 
an  unlawful  Inquiry  under  color  of  office. 

The  comptroller  made  a  call  for  a  special  report  in  regard  to  oaths  of  office 
of  the  plaintiflTs  directors,  presumably  as  to  the  hypothecation  of  stock  owned 
by  them,  ami  dlrecte<l  the  plaintiff  to  request  that  each  of  Its  directors  furnish 
a  statement  under  oath  containing  numerous  details  as  to  their  stock  ownership 
in  the  plaintiff  bank.  This  report  was  made.  He  made  like  calls  on  a  certain 
national  bank  and  trust  company  in  which  certain  officers  of  the  plaintiff  bank 
were  directors,  but  not  on  other  banks  and  trust  companies  in  the  District  of 
Columbia. 

Withput  stating  any  facts,  it  is  alleged  that  the  comptroller  maliciously 
used  the  powers  of  his  office  and  his  i)ersonal  endeavors  to  prevent  the  plaintiff 
bank  from  continuing  to  act  as  local  agent  or  correspondent  of  several  hundred 
nonlocal  banks. 

There  is  set  forth  a  certain  occurrence  for  the  purpose  of  showing  hostility 
of  the  comptroller  toward  the  officers  of  the  bank,  and  It  is  also  alleged  that  the 
comptroller  statefl  that  if  the  plaintiff  did  not  obey  the  law  he  would  not 
permit  it  to  act  as  reserve  agent. 

It  is  further  alleged  that  there  was  an  unnecessarily  protracted  examination 
of  the  bank  by  bank  examiners,  continuing  from  the  middle  of  November,  1914, 
into  the  middle  of  January,  1915.  during  which  the  examiners  went  through 
old  ledgers  and  accounts  of  the  plaintiff  back  to  the  date  of  its  organization.  A 
bank  examiner  brought  from  without  the  jurisdiction  of  the  District  of 
Columbia  began  on  January  15  the  examination  of  the  officers  of  the  bank  re- 
garding certain  matters.  The  examination  was  extensive,  prevented  the  officers 
from  giving  their  attention  to  the  conduct  of  the  bank's  business,  and  was  not 
necessary  to  a  full  and  complete  knowledge  of  the  bank's  condition. 

The  written  communications  between  the  comptroller  and  the  plaintiff  became 
so  numerous  that  the  plaintiff  at  its  own  cost  caused  the  same  to  be  printed 
in  convenient  form  for  Its  own  use  and  tlie  use  of  its  counsel.  During  one  of 
the  examinations  already  referre<l  to,  the  examiners  asked  for  copies  of  the 
printed  correspondence.  That  request  was  not  complied  with.  The  comptroller 
then  demanded  that  the  plaintiff  furnish  him  at  once  copies  of  the  printed  ' 
correspondence,  and  also  to  be  informed  how  many  copies  were  printed,  to 
whom  they  were  delivered,  and  how  many  had  been  destroyed.  The  report  was 
to  be  signed  and  sworn  to  by  the  president,  two  vice  presidents,  and  cashier. 
It  is  not  stated  whether  the  request  for  the  report  was  complied  with  beyond  the 
giving  of  one  copy  of  such  printetl  correspondence  to  the  local  national  bank 
examiner,' who  gave  It  to  the  comptroller. 

A  demand  was  made  by  the  comptroller  for  information  as  to  whether  or  not 
books  of  record,  or  accounts,  or  portions  thereof,  or  of  correspondence,  or 
reports,  or  statements,  or  vouchers  of  the  bank  had  been  destroyed.    The  call 
contained  an  insinuation  that  there  had  been  such  a  destruction  and  t^9(v^\x«\ 
the  information  to  be  given  by  affidavit  made  by  the  pTesVOieiiX.,  ts9o  nV(s^  ^'c^s^r 
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dents,  cashier,  and  assistant  cashier  of  the  plaintiff.    This  call  was  compiled 

with. 

On  January  15,  1915,  the  comptroller  called  for  a  report  in  regard  to  certain 
loans  secured  by  collateral,  all  of  which  had  been  paid,  the  circumstances  at- 
tending which  In  no  way  affected  the  present  condition  of  the  plaintiff,  one 
loan  being  of  $86,600  and  the  other  of  $24,000,  which  he  falsely  called  "  dummy  '• 
or  "concealed"  loana  The  call  was  compiled  with,  although  the  plaintiff 
showed  that  the  loans  were  entirely  proper. 

The  comptroller  then  made  the  following  demand : 

"  In  view  of  conditions  in  your  bank  brought  to  light  by  the  national  bank 
examiners,  this  office,  In  order  that  It  may  be  more  fully  Informed  as  to  the 
extent  to  which  the  funds  of  your  bank  have  been  used  by  Its  officers  for  their 
personal  and  private  benefit  through  Indirect,  or  *  dummy  *  or  concealed  loans, 
ns  well  as  through  direct  borrowings,  requests  that  you  prepare  and  deliver  to 
this  office  within  10  days,  under  penalties  provided  in  sections  5211  and  521JI, 
Revised  Statutes  of  the  United  States,  a  statement  or  report  showing: 

"  First.  All  direct  loans  made  by  the  Rlggs  National  Bank  since  Its  organiza- 
tion, either  severally  or  Jointly,  to  Charles  C.  Glover,  W,  J.  Flather,  M.  B. 
Alles,  H.  H.  Flather,  Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the 
respective  families  of  the  above-named,  giving  a  full  description  of  the  notes 
and  the  collateral.  If  any,  by  which  said  loans  were  secured. 

**  Second.  All  Indirect,  or  *  dummy '  or  concealed^  loans  made  by  the  Rlggs 
National  Bank  since  its  organization  for  the  benefit  (directly  or  Indirectly)  of 
the  Individuals  named  above,  or  any  of  them,  including  all  loans  which  C.  C. 
Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Alles,  or  Joshua  Evans,  Jr.,  or  any 
of  them.  Indorsed  or  for  which  they  furnished  the  whole  or  any  portion  of  the 
collateral  by  which  loans  to  others  were  secured,  and  including  all  loans  made 
In  the  name  or  names  of  others,  the  whole  or  a  portion  of  the  proceeds  of  which 
were  turned  over  to  the  tsaid  Glover,  Alles,  W.  J.  Flather,  H.  H.  Flather,  Joshua 
Evans,  Jr.,  or  any  of  them,  giving  a  full  description  of  all  notes*  and  of  the  col- 
lateral. If  any,  by  which  they  were  secured ;  also  showing  what  portions  of  the 
proceeds  of  said  notes  were  receiveil  by  or  credited  respectively  to  the  said 
Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  Jr.,  and 
also  showing  clearly  the  ownership  at  the  time  of  the  making  of  the  said  loans 
of  the  collateral  securing  them  In  each  case. 

"  Let  your  reply  be  under  oath  and  over  the  signatures  of  C.  C.  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Alles,  and  Joshua  Evans,  Jr.,"  to  which  the  de- 
fendant replied  as  follows: 

"  We  have  received  your  letter  of  the  22d  ultimo,  in  which  you  say  that  in 
view  of  conditions  In  this  bank  brought  to  light  by  the  national  bank  ex- 
aminers, etc.,  you  request  that  we  prepare  and  deliver  to  your  office  within  10 
days,  under  penalties  provided  in  sections  5211  and  5213,  Revised  Statutes,  a 
statement  showing: 

"  *  First.  All  direct  loans  made  by  the  Rlggs  National  Bank  since  its  organiza- 
tion, either  severally  or  Jointly,  to  Charles  C.  Glover,  W.  J.  Flather,  M.  E. 
Alles,  H.  H.  Flather,  Joshua  Evans,  Jr.,  or  any  of  them,  and  to  members  of  the 
respective  families  of  the  above  named,  giving  a  full  description  of  the  notes 
and  the  collateral,  if  any,  by  which  said  loans  were  secured. 

"  •  Second.  All  Indirect  or  "  dummy  "  or  concealed  loans  made  by  the  Rlggs 
National  Bank  since  Its  organization  for  the  benefit  (directly  or  Indirectly)  of 
the  individuals  named  above,  or  any  of  them,  including  all  loans  which  C.  C. 
Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  Jr..  or  any 
of  them,  indorsed  or  for  which  they  furnished  the  whole  or  any  portion  of  the 
collateral,  by  which  loans  to  others  were  secured,  and  including  all  loans  made 
In  the  name  or  names  of  others,  the  whole  or  a  portion  of  the  proceeds  of 
which  were  turned  over  to  the  said  Glover,  Alles,  W.  J.  Flather,  H.  H.  Flather, 
Joshua  Evans,  jr.,  or  any  of  them;  giving  a  full  description  of  all  notes  and 
of  the  collateral.  If  any,  by  which  they  were  secured,  also  showing  what  por- 
tions of  the  proceeds  of  said  notes  were  receive<l  by  or  credited,  respectively, 
to  the  said  Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Alles,  or  Joshua 
Evans,  Jr.,  and  also  showing  clearly  the  ownership  at  the  time  of  the  making 
of  the  said  loans  of  the  collateral  securing  them.  In  each  case.* 

"  Replying  to  your  first  request  we  beg  to  say  that  there  was  not  When  your 
examiners  conducted  their  last  examination  into  the  affairs  of  this  bank,  had 
not  been  for  several  months  prior  thereto,  has  not  been  since  then,  and  is  not 
now,  any  loan  In  this  bank  to  any  of  the  officers  named  by  you.  We  beg  to  say 
farther  that  for  more  than  10  years  past  no  one  of  the  officers  of  this  bank 
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named  by  you  has  ever  borrowed  one  dollar  from  it  except  upon  ample  security, 
and  all  loans  to  them  have  been  fully  paid. 

**The  only  loan  to  any  member  of  the  respective  families  of  the  officers 
named  by  you  is  one  to  Mrs.  Emma  A.  Flather,  wife  of  William  J.  Flather,  as 
follows : 

"*  $4,506.25,  dated  April  3,  1914;  secured  by  50  shares  Baltimore  &  Ohio 
Railroad  stock ;  12  shares  U.  S.  Steel  pfd. ;  $500  Metropolitan  Club  4i  per  cent 
bond ;  $500  Metropolitan  Club  4^  per  cent  bond  ( the  latter  having  been  added 
December  24,  1914),  and  12  shares  Firemen's  Insurance  Company  stock,  added 
October  26,  1914,'  the  collateral  at  this  time  having  a  market  value  of  $5,890. 

"This  loan  was  made  to  Mrs.  Flather  upon  her  own  collateral  and  for  her 
sole  benefit 

"  Replying  to  your  second  request,  we  beg  to  say  that  this  bank  has  never 
made  any  *  dummy '  or  '  concealed  '  loans  to  any  of  the  officers  named ;  and  we 
beg  further  to  say  that  tliere  was  not  when  your  examiners  conducted  their 
last  examination  into  the  affairs  of  this  bank,  had  not  been  for  several  months 
prior  thereto,  has  not  been  since  then,  and  is  not  now,  any  loan  In  this  bank 
made  for  the  benefit  of  either  of  the  officers  you  name,  or  indorsed  by  any  of 
them,  or  for  which  they  furnished  the  whole  or  any  portion  of  the  collateral, 
or  of  which  they  received  the  whole  or  any  portion  of  the  proceeds. 

**As  the  statement  which  you  request  would  require  an  examination  of  all  the 
books  of  this  bank  during  the  18  years  of  its  existence,  thus  entailing  serious 
loss  of  time  and  diverting  the  attention  of  our  officers  and  employees  from  our 
current  business,  and  as  it  could  not,  except  as  to  the  loan  to  Mrs.  Emma  A. 
Blather,  a  full  report  of  which  we  have  given  you  above,  possibly  add  anything 
to  your  full  and  complete  knowledge  of  the  condition  of  this  bank,  for  which 
puipose  only  section  5211  authorizes  you  to  call  for  a  special  report,  we  decline 
to  furnish  it.  And,  moreover,  if  the  information  you  seem  to  desire  is  at  all 
material  to  the  duties  of  your  office.  It  can  doubtless  be  furnished  to  you  by 
your  bank  examiner,  because  during  the  recent  examination  of  this  bank  by 
him  and  his  assistants,  extending  from  the  13th  of  November,  1914,  to  the 
16th  of  January,  1915,  they  spent  days  going  over  our  discount  ledgers  from 
the  organization  of  the  bank,  and  an  inspection  of  those  ledgers  shows  that  the 
accounts  of  C.  C.  Glover,  W.  J.  Flather,  H.  H.  Flather,  and  M.  E.  Ailes  were 
double  checked.  It  is,  therefore,  certain  that  even  if  those  accounts  were  not 
literally  transcribed,  they  were,  at  least,  thoroughly  examined;  and  if  they 
were  not,  our  books  are  subject  to  your  examiner's  call  at  any  time,  and  we 
will  gladly  submit  to  him. 

"  Inasmuch  as  we  have  stated  that  there  are  no  loans,  direct  or  indirect,  in 
this  bank  to  any  of  its  officers  named  by  you,  and  no  loans  for  which  thej 
furnished  the  collateral  or  of  which  they  received  the  proceeds,  and  that  none 
of  the  officers  named  by  you  has  borrowed,  during  the  past  10  years,  one  dollar 
from  this  bank  without  ample  security,  and  that  all  loans  made  to  them  have 
been  fully  paid,  we  comply  with  so  much  of  your  letter  as  requires  this  answer 
to  be  made  under  the  oath  and  over  the  signatures  of  C.  C,  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Ailes,  and  Joshua  Evans,  jr." 

The  acting  comptroller  under  date  of  February  11  reiterated  this  demand. 

Again,  under  date  of  March  9,  1915,  the  comptroller  called  for  certain  reports 
concerning  various  of  the  items  above  mentioned,  wiiich  report  was  complied 
with  on  March  13,  1915. 

On  March  30  the  comptroller  reiterated  his  call  of  January  22  and  that  of 
February  11  and  stated  as  follows : 

•*  You  are  now  hereby  notified  that  for  your  failure  to  make  and  transmit  to 
this  office  within  the  time  mentioned,  or  within  five  days  after  the  expiration 
of  said  time,  the  special  reix)rt  or  reports  called  for  In  the  aforesaid  letter  of 
January  22,  1915,  you  are  hereby  assessed  and  directed  to  pay  the  penalty  of 
$100  per  day  for  each  day  from  February  8,  1915,  to  date — March  30,  1915— 
both  dates  inclusive,  in  accordance  with  the  provisions  of  sections  5211  and 
5213  of  the  Revised  Statutes  of  the  United  States.  Said  penalties  amount  at 
this  time  to  $5,000,  wlilch  sum  you  are  hereby  directed  to  pay  at  once  into  the 
Treasury  of  the  United  States  under  the  provisions  of  the  statutes  above  re- 
ferred to. 

"  You  are  furthermore  notified  that  continued  failure  on  your  part  to  furnish 
the  reports  called  for  in  the  letter  from  this  office  of  January  22,  1915,  will 
subject  you  to  further  and  continuing  penalties  under  the  provisions  of  sections 
5211  and  5213  of  the  Revised  Statutes  of  the  United  States. 

'*  The  $5,000  assessment  imposed  as  above  stated  is  in  addition  to  all  other 
penalties  which  you  have  incurred  and  are  incurring  for  your  failure  to  t>w\sNsfic^ 
other  special  reports  which  have  heretofore  been  called  lot  Yjv  t\ie  Q«as^\xc5^«t 
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of  the  Currency,  in  accordance  with  the  provisions  of  sections  5211  and  5213 
of  the  Ilevised  Statutes  of  the  United  States.*" 

On  April  1  the  plaintiff,  denying  the  right  to  assess  the  penalty  of  $5,000 
and  anticipating  that  the  comptroller  might  request  the  Treasurer  of  the 
United  States  under  section  5213  of  the  Revised  Statutes  to  withhold  payment 
•of  interest  which  would  then  become  due  to  plaintiff,  demanded  payment  of  such 
interest,  which  was  to  fall  due  on  April  1,  and  requeste^l  that  In  the  alternative 
the  Treasurer  should  not  take  any  action  in  the  matter  without  giving  the  bank 
an  opportunity  to  be  heard  or  take  appropriate  legal  action. 

On  April  5,  1915,  the  comptroller  began  an  inquiry  in  regard  to  a  transaction 
in  United  States  bonds  concluded  more  than  seven  years  prior  thereto  in  which 
the  bank  received  a  large  profit,  which  inquiry  was  not  pertinent  to  the  bank's 
then  condition.  Charging  certain  derelictions  on  the  part  of  the  officers  of  the 
bank,  the  comptroller 'directed  that  the  facts  of  the  above  transaction  be  laid 
before  the  board  of  directors  with  the  request  that  they  acknowledge  receipt  of 
the  comptroller's  communication.  In  the  same  communication  he  notified  the 
bank  that  in  view  of  the  conditions  in  the  bank  and  of  the  unreliability  of  the 
statements  of  its  officers  and  of  the  disregard  of  instructions  from  the  comp- 
troller's office,  he  would  not  until  further  notice  approve  of  it  as  a  depository  of 
reserves  of  other  national  banka  His  intention  is  not  based  on  any  bona  fide 
exercise  of  discretion  but  is  due  to  personal  animosity  and  a  desire  to  injure 
the  plaintiff,  and  if  acte<1  upon  would  result  in  great  damage  to  the  bank. 

Demand  was  made  on  March  30  for  payment  of  the  penalty  of  $5,000  assessed. 

There  are  numerous  grounds  stated  as  reascms  why  the  bill  should  be  dis- 
missed.   In  some  of  them  all  three  defendants  join ;  others  are  made  separately. 

The  Secretary  of  the  Treasury  states  as  one  ground  of  his  motion  that  he 
has  no  power  with  regard  to  the  assessment  of  penalties;  as  another,  that  he 
has  no  authority  in  regard  to  the  approval  of  depository  banks  in  reserve  cities; 
and  as  another  ground,  that  the  bill  does  not  show  that  he  has  usurped  any  of 
the  functions  of  the  Treasurer  of  the  United  States. 

The  Treasurer  states  separately  as  a  ground  for  dismissal  that  his  acts  sought 
to  be  enjoinetl  are  prescribed  by  law. 

The  Secretary  of  the  Treasury  and  the  comptroller  join  in  stating  as  grounds 
for  dismissal  that  as  to  the  threatened  refusal  to  approve  of  the  plaintiff  bank 
as  a  depository  of  funds  the  suit  is  prematurely  begun,  as  the  comptroller  has 
not  acted  or  been  calletl  upon  to  act  in  the  matter,  and  that  the  court  has  no 
power  to  review  the  exercise  of  the  comptroller's  discretion  in  regard  to  reserve 
banks;  that  as  to  the  assessment  of  penalties  hereafter  for  alleged  defaults 
the  comptroller  has  declared  his  intention  not  to  assess  and  waive<l  further 
answer,  and  as  to  other  threatened  injury  the  bill  does  not  show  a  ftmndation 
for  relief. 

The  three  defendants  state  as  gnmnds  for  dismissal  that  the  suit  so  far  as 
the  assessed  penalty  is  concerned  Involves  property  of  the  United  States;  that 
the  plaintiff  has  an  adequate  remedy  at  law,  and  that  the  comptroller  acted 
within  his  powers  in  assessing  the  penalty  of  $5,000.  and  that  therefore  the 
court  has  no  jurisdiction  to  review  his  act. 

Before  considering  the  facts  with  reference  tt>  the  cliarges  made  against  the 
Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency  three  of  the 
grounds  of  the  motion  to  dismiss  should  be  c<)nsldere<l.  immely,  that  as  to  the 
$5,000  penalty,  this  is  a  suit  against  the  Unitc<l  States,  which  has  not  consented 
to  be  sued ;  another  is  that  based  on  the  contention  that  the  comptroller  has 
waived  the  assessnient  of  penalties  for  certain  defaults  and  therefore  has  left 
nothing  for  the  court  to  consider;  and  the  third  is,  that  there  is  an  adequate 
remedy  at  law. 

Is  this  a  suit  against  the  United  States  so  far  as  the  $5,000  assessed  as  a 
penalty  is  concerned? 

Section  5159  of  the  Kevised  Statutes  provides  that  asscKriations  before  be- 
ginning business  "shall  transfer  to  the  Treasurer  of  the  United  States  any 
United  States  registered  bonds  l)earing  interest.  *  *  *  Such  bonds  shall 
be  received  by  the  Treasurer  on  dep(»sit  and  shall  by  him  be  safely  kept  in  his 
office  until  thej-  shall  be  otherwise  disposed  of  in  pursuance  of  the  provisions 
of  this  act." 

These  bonds  may  be  returned  upon  the  return  by  the  bank  to  the  comptroller 
of  its  circulating  notes  in  a  certain  proportion.  (Rev.  Stat.,  sec.  5100.)  All 
transfers  of  bonds  must  be  made  to  the  Treasurer  "  in  trust  for  the  association  *• 
and  a  receipt  be  given  **  by  the  comptroller  *  *  *  stating  that  the  bond  is 
held  in  trust  for  the  association  ♦  ♦  ♦  and  as  security  for  the  re<lemptioa 
and  payment  of  any  circulating  notes  that  have  been  or  may  be  delivered  to 
tbe  fissociation.    No  assignment  or  transfer  of  any  such  bond  by  the  Treasurer 
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shall  be  cleeme*!  valid  unless  countersigned  by  the  comptroller/*     (Rev.  Stat., 
sec.  5162.) 

Section  5167  provides  in  part  as  follows:  "The  bonds  transferred  to  and 
deposited  with  the  Treasurer  of  the  United  States  by  any  association  for  the 
security  of  its  circulating  notes  shall  be  held  exclusively  for  that  purpose  until 
i<tich  notes  are  redt^emed,  except  as  provided  in  this  title.  The  Comptroller  of 
the  Currency  shall  give  to  any  such  association  powers  of  attorney  to  receive 
and  appropriate  to  its  own  use  the  interest  on  the  bonds  which  it  has  so  trans^ 
ferred  to  the  Treasurer;  but  such  powers  shall  become  inoperative  whenever 
such  association  fails  to  redeem  its  circulating  notes." 

It  is  obvious  from  the  reading  of  the  above  provisions  that  it  was  intended 
that  interest  on  bonds  deposited  should  be  security  for  redemption  pur];>oses. 
There  is  no  express  provision  that  the  power  of  attorney  to  collect  interest 
shall  become  inoperative  when  the  Treasurer  undertakes  to  collect  a  p«ialty 
out  of  interest,  but  such  would  seem  to  be  the  necessary  inference.  Section 
5213,  wiiich  is  the  one  under  which  arises  the  question  here  presented,  pro- 
vides that  the  amount  of  the  penalty  a.ssessed  in  pursuance  of  its  provisions 
may  be  retained  by  the  Treasurer  upon  the  order  of  the  comptroller  out  of 
Interest  on  bonds  deposited  as  it  becomes  due.  Section  5215  provides  that  on 
failure  of  a  bank  to  make  a  return  of  its  notes  in  circulation,  deposits  and 
capital,  it  may  be  penalized  and  that  the  amount  of  the  penalty  may  be  col- 
lected by  the  Treasurer  out  of  Interest  on  bonds;  and  section  5216  provides 
that  the  amount  of  said  taxes  when  not  paid  by  the  bank  may  be  reserved  by 
the  Treasurer  out  of  interest.  When  there  is  a  default  in  redemption  of  any 
of  the  notes  of  the  bank,  the  bonds  are  forfeitetl  to  the  United  States  (Rev. 
Stat.,  sec.  5229),  but  when  the  comptroller  claims  that  there  is  a  default  and 
begins  proceeilings  looking  to  a  forfeiture,  the  bank  may  take  the  matter  into 
court  for  judicial  determination.  There  is  no  pro\islon  in  the  national  bank 
act  permitting  a  suit  to  determine  the  right  to  collect  penalties  out  of  interest, 
but  these  penalties  can  bo  recovered  by  action  as  in  other  cases.  In  the 
former  case,  the  forfeiture  is  for  the  purpose  of  enabling  the  United  States 
to  reimburse  itself  for  redemption  of  notes  of  the  bank,  but  in  the  latter  case 
the  money  forfeited  becomes  the  absolute  property  of  the  United  States,  and 
it  is  that  claim  asserted  in  the  name  of  the  United  States  in  its  own  right  which 
it  is  here  contended  can  not  be  passed  upon  because  the  United  States  has  not 
consented  to  be  sued  in  regard  to  it  in  a  court  of  equity. 

The  claim  of  the  bank  that  payment  of  interest  on  bonds  involves  ordinarily 
the  performance  of  a  mere  ministerial  duty  and  therefore  one  the  performance 
of  which  can  be  compelled  by  mandamus  is  upheld  by  the  principle  upon  which 
Kendall  r.  Stokes  (12  Pet.,  524);  Parish  v.  McVeagh  (214  U.  S.,  134),  and 
Cortelyou  r.  The  United  States  ex  rel.  Thorpe  (32  App.  D.  C,  20),  were  de- 
cided. Congress  has  appropriated  money  for  the  payment  of  the  interest  and 
admittedly  Interest  on  the  bonds  of  the  plaintiff  was  due  on  April  1,  1915, 
so  this  is  not  a  case  in  which  as  to  the  claim  of  the  plaintiff  for  the  payment 
of  money  it  can  be  said  that  a  proceeding  against  the  secretary  to  compel 
payment  by  mandamus  would  l>e  in  effect  a  proceeding  against  the  United 
States.  After  the  order  was  given  by  the  Comptroller  of  the  Currency,  to  the 
Treasurer  to  collect  the  iwnalty  out  of  Interest,  the  situation  was  substantially 
changed  in  part.  If  this  suit  had  not  been  brought  to  restrain  his  action  the 
Trejisurer  would  have  had  another  ministerial  duty  to  perform,  but  it  would 
have  been  owe<l  to  the  IJnitetl  States;  namely,  to  cover  the  money  into  the 
Trea.sury,  as  It  is  not  for  the  Treasurer  to  inquire  whether  the  penalty  was 
rightfully  aa^essed.  Pending  this  litigation,  the  Treasurer  is  merely  a  stake- 
holder. If  the  comptroller  Is  wrong,  the  money  must  be  paid  to  the  plaintiff, 
but  if  the  romptroller  is  right,  the  money  must  still,  be  paid  to  the  plaintiff, 
formally  of  course  and  by  a  mere  bookkeeping  entry,  and  when  so  paid,  the 
penalty  Is  collected  from  it  by  making  another  bookkeeping  entry.  It  can  not 
l)e  successfully  maintained  that  there  would  not  be  at  some  UKmient  a  pay- 
ment of  interest  if  the  i>enalty  should  be  collected ;  otherwise,  the  United 
States  would  always  stand  on  its  own  books  as  a  debtor  to  the  plaintiff.  The 
situation  is  analogous  to  that  which  was  shown  in  Rolstcm  v.  Mls.souri  Fund 
Commissioners  (120  U.  S.,  390).  The  facts  are  stated  by  the  court  at  great 
length,  but  for  the  present  purpose  a  short  quotation  from  the  opinion  will  be 
Huflicient.  At  page  392  the  court  said:  "This  was  a  suit  in  equity  brought  by 
the  plaintiffs"  (naming  them)  "trustees  in  a  mortgage  made  by  the  Hannibal 
&  St.  Joseph  Railroad  Co.,  a  Missouri  cori>oration.  to  re.strain  the  executive 
officers  of  Missouri  from  selling  the  mortgaged  property  under  prior  statutory 
mortgages  in  favor  of  the  State,  on  the  ground  that  the  liability  for  which  the 
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earlier  liens  were  created  had  been  satisfied,  and  that  they,  as  trustees,  were 
entitled  to  an  assignment  of  those  Hens." 

The  court  says  further  at  page  411 :  *'  It  is  next  coiiteudecl  that  this  suit  can 
not  l)e  niaintniued  l)e<*nuse  it  is  in  its  effect  a  suit  against  the  State,  which  is 
•prohibited  by  the  Kleventh  AnitMulment  of  the  Constitutiou  of  the  United  States, 
and  I^miHiana  r.  Juniel  (107  V.  S.,  711),  is  cited  in  supiwrt  of  this  position. 
But  this  case  is  entirely  different  from  that.  There  the  effort  was  to  compel 
a  State  o(ii<*er  to  do  what  a  statute  prohibittnl  liim  from  doing.  Here  the  suit 
is  to  get  a  State  ofiic*er  to  do  what  a  statute  requires  of  him.  The  litigation  is 
with  the  officer,  not  the  State.  The  law  makes  it  his  duty  to  assign  the  liens 
in  question  to  the  trustees  when  they  make  a  certain  payment.  The  trustees 
claim  they  have  made  this  payment.  The  officers  say  they  have  not,  and  there 
is  no  controversy  alnnit  his  duty  if  they  have.  The  only  inquiry  is,  therefore, 
as  to  the  fact  of  a  paymeqt  according  to  t^e  i^uirements  of  the  law.  If  it 
has  l>een  made,  the  trustees  are  entitknl  to  their  decree.  If  it  has  not,  « 
decTee  in  their  favor,  as  the  case  now  stands,  must  l)e  denied;  but  as  the 
parties  are  all  l)efore  the  court,  and  the  suit  is  in  equity,  it  may  be  retained 
so  as  to  determine  what  the  trustees  nuist  do  in  onler  to  fulfill  the  law,  and 
under  what  circumstances  tlie  governor  can  l)e  CH)mi)elle<l  to  execute  the 
assignment  whicli  has  l>een  provided  for." 

See,  also,  Board  of  Liquidation  et  al.  v.  McCk)mb  (92  U.  S.,  531).  There  is  a 
clear  distinction  between  the  present  case  and  State  of  Missiaslppi  v.  Durham, 
Comptroller  of  the  Treasury  (4  Mackay,  235),  for  in  that  case  there  was  no 
indebtedneas  to  the  plaintiff  such  as  there  is  here,  but  the  claim  was  for  cer- 
tain moneys  re<!elved  from  sales  of  public  lands  which  the  plaintiff  said  it ' 
was  entitle<l  to  under  an  act  of  Congress.  The  defendants  refused  to  pay  the 
claim  because  of  a  ruling  of  an  auditor  of  the  Treasury  Department  to  the 
effect  that  there  was  a  counterclaim  in  favor  of  the  United  States  against  the 
plaintiff.  The  (*ourt  said  that  the  payment  of  the  claim  of  the  plaintiff  did  not 
involve  n  mere  ministerial  dut.v  but  that  the  determination  of  that  matter 
involved  the  exercise  of  Judgment  and  discretion,  and  though  the  invalidity 
of  the  allegcfl  coimterdahn  was  admitte<i  by  the  defendant  the  CH)urt  refused 
to  decide  whether  the  defendant  should  pay  plaintiflTs  claim. 

The  right  of  the  court  In  the  present  case  to  Inquire  Into  the  soundness  of 
the  contention  of  the  comjitroller  that  the  penalty  was  rightfully  a.ssessed  is 
fully  established  in  I'hiladelphia  Co.  r.  Stimson  (223  U.  S.,  605),  in  which 
case  it  was  held  that  if  tlie  conduct  of  an  offici*r  of  the  Govcnunent  constitute.^: 
an  unwarrantable  interference  with  property  of  the  plaintiff  the  recourse  of 
the  latter  to  eciuity  for  protwtion  is  not  to  be  defeated  on  the  groiuid  that  the 
suit  is  one  against  the  Unit<*d  States;  that  the  exenipticm  of  the  United  States 
from  suit  <loes  not  protect  its  officers  from  personal  liability  to  persons  whose 
rights  of  property  they  have  wrongfully  Invaded,  and  that  in  case  of  an 
Injury  threatene<l  by  his  illegail  action  the  officer  (;an  not  claim  immunity 
from  injunction  procfoss.  The  question  Is  for  the  court  to  deterndnc  when  it 
Is  claimeil  that  an  officer  has  acted  in  excess  of  his  authority  or  under  an 
authority  not  validly  c(uiferred.  To  the  same  effect  are  Noble  r.  Union  River 
Logging  O.  (147  IT.  S.,  165)  ;  Lane  r.  Watts  (234  U.  S..  525)  and  numerous 
other  cases,  and  while  In  those  ca.^es  relief  was  sought  against  the  officer 
who.se  act  was  questioned  whereas  here  the  comptroller  has  nothing  to  do 
with  the  payment  of  the  .$5,()(X)  to  the  plaintiff,  still  the  validity  of  his  act  in 
assessing  the  penalty  may  be  inquired  into  and  if  found  tt)  be  unwarranted 
by  law  the  payment  of  the  amount  to  the  plaintiff  can  bo  dlredtnl  as  the 
officer  withholding  the  payment  does  so  because  of  the  ass<»ssment.  See  Butter- 
worth  r.  Hoe  (112  U.  S.,  5()),  holding  that  the  ('onnnlssioner  of  Patents  might 
be  compelled  to  Issue  letters  patent  which  he  was  withholding  only  because  the 
Secretary  of  the  Interior  claimeil  the  right  to  review  his  decision  that  the  letters 
should  is.sue,  which  claim  (►f  the  Secretary  ihc  court  said  was  without  founda- 
tion. 

It  is  true  that  there  is  here  no  direct  Interference  with  tangible  property  as  in 
Philadelphia  ('o.  r.  Stlmi)son ;  Noble  r.  Union  Uiver  Logging  Co.,  and  l-iune  r. 
Watts,  cited  above,  but  there  is  uo  difference  in  substance,  for  as  i>ointed  out 
above,  the  interest  due  the  plaintiff  Is  in  form  to  be  paid.  It  is  then  to  be  taken 
to  pay  the  |)enalty.  This  taking  can  be  enjoined  if  the  penalty  was  wrongfully 
assessed.  It  would  be  different  if  the  plaintiff  were  claiming  [property  of  the 
Government.  See  Washington  Stei»l  &  Ordnance  Co.  r.  Martin  (44  Wash.  L. 
Rep.,  53). 

The  suit  then  does  not  affect  property  of  the  United  States  In  the  sense  in 
which  that  phrase  is  u.sed  In  the  cases,  but  is  rather  for  the  purpose  of  preventing 
the  as.sertion  in  the  name  of  the  United  States  of  a  claim  against  money  which 
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Congress  has  uppropriateil  for  n  debt  admittedly  dne  the  plaintiff,  and  which 
must  in  contemplation  of  law  be  paid  before  the  i)enalt.v  can  lie  collected 
fvom  it 

In  the  affidavit  tiled  by  tiie  comptroUed  in  opitosltion  t(»  the  n)<»tion  for  :i 
preliminary  injunction  api)earH  the  following: 

''Inasmuch  as  the  plaintiff  did  ultimately  lile  reports*  to  ull  the  calls  (ail- 
though  at  times  incomplete  and  evasive),  except  that  of  January  22,  1915. 
aforesaid,  exercising  my  discretion*  as*  Gfionptroller  of  the  Currency;  I  have  no 
intention  of  assessing  or  undertaking  to  collect  any  penalty  on.  such  calls,  not- 
withstanding the  fact  that  soma  of  said  reports,  were  not  filed  within  the  time 
prescrilied  by  law,  and  I  hereby  waive  the  right  to  assess  any  penalty  on  such 
calls  other  than  said  penalty  of  $6  000. 

**  I  admit  that  the  Treasurer  of  tlie  United  States  still  retains  said  sum  of 
$5,000  Interest  which  on  April  1,  1015,  became  due  from  the  United  States  on 
$1,000,000  of  United  States  bonds.  I  deny  that  said  detention  is  unlawful  and 
aver  that  it  is  in  strict  accordance  with  law." 

It  is  contended  that  l*.y  this  disclaimer  the  comptroller  has  removed  from  the 
case  all  basis  for  a  claim  to  relief  against  the  assessment  of  penalties  in  the 
future  because  of  past  delinquencies  of  the  plaintiff. 

Tlie  plaintiff  says  that  this  contention  is  one  that  should  be  raised  as  a  matter 
of  defense  and  is  not  to  l>e  considered  in  testing  the  sufficiency  of  the  bill.  This 
contention  was  ralseil  in  Delevan  v.  New  York,  New  Haven  &  Hartford  Railroad 
Co.  (210  N.  Y..  359),  in  the  Cx)urt  of  Appeals  of  New  York,  which  stated  that  as 
a  rule  of  pleading  the  contention  was  doubtless  sound,  but  when  the  question 
presented  u\yon  appeal  had  by  lapse  of  time  and  the  changed  course  of  events 
become  academic  merely,  the  court  would  ordinarily  refuse  to  decide  the  ab- 
stract question  and  would  dismiss  the  appeal.  The  Supreme  Court  of  the  United 
States  has  on  numerous  occrasious  dismissed  writes  of  error  on  representations 
made  to  it  showing  that  the  controversy  no  longer  existed.  Little  v.  Bowers 
(134  U.  S.,  547)  ;  Singer  Manufacturing  (>).  v.  Wright  (141  U.  S.,  696)  ;  Cali- 
fornia V.  San  Pablo  Railroad  Co.  (149  U.  ,S.,  908)  ;  and  other  cases  cited  in 
United  States  v.  Hamburg-Amerikanische  Packetfahrt-Actlen  Gesellschaft  et  al. 
(239  U.  S.,  466).  There  would  seem  to  be  no  reason  why  the  question  can  not 
be  raise<l  before  an  answer  is  filed. 

The  question  must  be  considered  with  reference  to  those  demands,  the  re- 
sponses to  which  the  comptroller  now  says  are  satisfactory  to  him  though  made 
too  late,  and  with  reference  to  the  demand  for  failure  to  comply  with  which  he 
assessed  penalties  aggregating  $5,0(X).  In  regard  to  the  former  the  question  is 
whether  the  comptroller,  who  at  the  time  of  the  filing  of  the  bill  was  apparently 
dissatisfied  with  the  reports  received,  may  now  and  conclusively  for  all  purposes 
express  his  satisfaction ;  further,  whether  still  stating  that  such  reports  were 
receive<l  too  late  he  may  conclusively  estop  himself  or  any  successor  In  office 
from  the  assessment  of  penalties  by  a  waiver.  As  to  the  latter,  the  question  is 
whether  the  comptroller  can,  while  an  attempt  is  being  made  to  collect  penalties 
for  a  default  which  still  continues,  estop  himself  or  any  successor  in  ofllce  from 
assessing  further  penalties.  If  he  can  estop  himself  in  either  instance,  then 
the  further  question  is  presented  whether  it  Is  a  moot  question  which  the  court 
is  called  upon  to  decide,  or  at  least  whether  in  the  exercise  of  its  discretion 
the  court  may  determine  not  to  exercise  its  extraordinary  equitable  powers 
because  there  is  not  longer  reason  to  fear  the  doing  of  the  acts  complained  of. 

The  purpose  of  the  act  giving  the  comptroller  power  to  call  for  special  re- 
ports In  obvious.  Supervision  over  national  banks  Is  vested  In  him.  In  order 
that  he  may  perform  his  duties  he  Is  given  authority  by  the  section  here  under 
consideration  to  call  for  special  reports  when  In  his  Judgment  they  are  necessary 
to  a  full  and  complete  knowledge  of  the  condition  of  the  bank.  He  alone  having 
power  to  act,  and  therefore  being  the  only  one  for  whose  benefit  Information  is 
necessary.  Is  the  only  one  to  determine  that  question  and  also  whether  his  call 
for  a  special  report  has  been  complied  with.  There  can  be  no  doubt,  then,  of 
liis  right  to  say  that  the  plaintiff  has  given  him  the  information  desired,  nor 
that  having  so  announced  to  the  plaintiff  the  liability  of  the  latter  to  penalties 
ceased  as  of  the  respective  times  when  the  reports  were  received. 

A  more  difficult  question  to  decide  Is  whether  when  a  report  satisfactory  as  to  Its 
contents  has  been  furnished  after  the  time  within  which  it  should  have  been 
made  the  comptroller  may  effectually  waive  the  right  to  assess  a  penalty  for  the 
default.  A  careful  search  has  not  disclosed  any  case  in  which  the  question  has 
been  determined.  This  is  not  to  be  wondered  at,  for  it  Is  difficult  to  see  how 
such  a  question  could  be  raised  except  as  it  is  raised  bore,  otherwise  perhaps 
than  in  proceedings  based  on  a  charge  of  malfeasance,  as  there  would  seem  to 
be  no  one  authorized  to  institute  mandamus  proceedinKS  to  covwp^X  \\v^  ^'asfc!9»- 
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^»*s*!MUHP  v]x«j  '^.iiiKHl*'nitl«4j  'if  til  ''ij**  *-!!vnzii«!iiiK'*^  ^4  ilif  ni«f  lie  ba«  •Mvr- 

ibJNMj  lUat  i!   v.MuW  ♦••?  u!-fiijr  i'.-  fXii'-t  Tb*-  jn-niL-Tx.  iLi#.3  ilie  «i«iirt  mT  take 

flifr  riahx  Vj  juii^iM'  a  jiHuuity.  i»i#-fci:ji:  out  u  *-Jijrle  Ti-tlaiWuj  iii*d  ien^rofi  t^tbiirR. 
aju<J  tli<Ai  it  tli^  Jaw  i*.  uiib*-10-  •*iif'»n-jiir  ii  ^*.  t«»  *Ti>»«w]DMn  *tffrtwt?*  but  di*- 
rtt^n^iiije  ja^i  ••flTHiipi*^  «^«i^}«;  -Ij*-  ftrnr  •>-y«J  4tTj.  iSw  Iyini<rilW  Ik  Na^rilk*  R. 
'V  r,  Ktil**.  3,'>;  F*-*i..  K*^..  37*3.  IJ^S.  •  But  t1j#-^  -tflrqi^raii'flis  *k»  iw4  dMCf^ 
ifjjf**-  tli«-  i*'>jiii  jrjvo]\4«J  bfj*..  K«f^'in£  JLi  iiiixi*]  tL«ti  tbr  i^iorpciHe  t^f  the  penal- 
ti4i^  iu  ^u»-»^Ti'4!  Ik  Ij-*?  j«Ti:,i..ijiD«-:-T.  f*T  ilje  ^5'«iric  ••f  aiiv  a«-i  fv»Hii«Mpn  hr  «4atiite 
'•r  '/f  tjjjj'  aift  Jrjli*-r»-iJtJy  wn^jt.  Knt  tIjui  ttK-v  are  inTrtplf^l  i<»  ^^mu^rain  the  flt-- 
iijjf  of  UiUtntuiCitfii  t'«  aij  4<ft««-r  f«f  tlj*'  ii^ix^riiUt^ii  !«:•  Hi«1  him  in  the  i»£^rf<»rm- 
;ifi«^  «/f  Jiif-  *Ju-i»— .  «^nj*i ».•]>■  JT  wfiu!*}  li-n  Ji*-  ticftSn«T  i*nMii:*  ]«(»^i<T  W«  i«erniii  him. 
<ifi«-r  havjj^  rwt-Jmj  Tj)*r  ij«^"«E^-*ur}-  Suf>*rEuat1**u.  f]K*Dsh  ii<»  hilt-,  lo  •letcnnliie 
tiiai  fjo  j^fi>flT>  f4i'/ijJ<J  lj»f  a.si«£Ko«d  in  ^  Jew  «*f  all  Uh^  rircnnmanciMB  «^  the  case. 
f-nr  \ht-\iiti*f.  If  thT'tU'^U  fviUKf  i-jius*-  '•v«-r  wli5/-b  Jt  hrt<3  n^  «"^>ntToi  a  bank  shnnld 
f;»jj  to  '^/jjjjfjy  in  ^iuM'  with  m  <3«^naij«l  f<»r  ••ii*»  ftf  f!if?  live  r^fsmhir  re|inrr*  It  wmid 
*f'  tjufuir  «^rtjiiulv  if>  fjiake  it  '^^lijsatMry  4iij  tlie  c^.«ii]]«ir**1k*r  t**  a^o^es^  a  iieualty. 
:ifjij  Ir  \n  tijoi];2}jT  Thai  bl^  »tT««i]iffr  i<i  t]i*  ««•  iiTnltT  vri^'h  Hn^mi^nrire?:  niirfat  be 
«ii>iim-«j.  MK  iijtiitiut«-f)  in  Mi'«-*«iiuri  I'MHfir  lUiilr*':**]  «V.  r.  «»niaha  iiStS  l\  $., 
12]  I.  Jjj  tlj«t  '-aiMf  i]j<f  f^ic-tii  wtf^rfr  that  a  luuDiriiisi]  i*nlinaiHV  rei|iiin*«l  the 
biiiii]}ii;r  <^f  H  %;ai]ufi  tiv  tlie  iiiaiiitilT  anO  that  the  wt«rk  sh<inl«1  be  (^imnieficed 
withlfj  :if}  il:ij>  uftt*r  fbe  jiassjijre  of  the  oniiiuim^  :iih!  T*eoa1ries  for  ilelay  n-ere 
P>ov!<]h«].  IJii;£uiioii  **ustieti  over  the  ri;rht  x»*  reiiiiire  The  biiilflinc  nf  the 
.•I'ltj'-ijiu-i.  aij«!  ijii«»ii  fh<-  «r:niiii#'iit  in  the  Siiinviiie  C^mrt.  it  w"as  o>ntefMled 
:«inofi;f  ofh'T  t\tiuz>^  thut  the  plaintiff  f^iiii*!  n«»t  fM^issihly  iH-cin  th<'  en^'tinn  of 
Mx'  Mork  within  tifi  thtyn:  hut  the  '^otirt  Kjiid : 

•  Th<*  Inst  tAtjt'^'Mitu  is  tluit  tli«*  r;iilr<«u(1  «-*impsuiy  was  rwiuire-.!  tii  h«*ain  *\fu- 
Ktrui'tlon  within  'Ji»  fluyn  after  the  pHS<ine  of  tiK'  unlinamv.  a  time  so  short  as 
to  r<'h«l<'r  it  phyKii-ally  iniiHfSsiliJe  to  c-^Miiply  witli  the  ordin:iiKt.\  anil  that  U|ion 
hu'V.  of  Kijr-h  '••iMipIijin''**,  the  oniinaiu^*  inirx^isefl  fiennlties  niMHi  t!u-  ndinmil 
<-oi}i{iiiny.  lh<*  (-<ille<'ti(t|i  of  \v)ii<'h  ]»en}i!Ti»^  it  Is  nisii  snii;;|it  to  enjoin.  It  is  to 
In*  ni'tifl  that  the  enfi»nf*iiient  «if  this  nrilinancv*  has  licvii  fiiiirvly  prevented 
h\  tjn-  inJnn«-tion  is«fiie<l  In  this  mse.  and  kei»t  in  fiin-»*  «in«-e  :in«l  ^-e  have  no 
<(oiiht  th»t  should  an  attempt  Ih'  nuide  hen^sifter  to  require  <-«^niplianiv  with  the 
lerniK  of  tlie  *tn\Utnurf  as  to  the  lie^lnnin;:  of  rtinstriietinn.  they  wouiil  lie  ^ven 
:i  n'iisohahje  interpretation  s<»  as  to  {MMinir  nf  iiro]iMration  IWnre  the  bejsinnliip 
',f  the  work,  and  if  any  oppreMsion  should  result  in  this  res|M*<n.  there  in  no 
ilouhi  nH  to  the  |K*wer  of  a  i-ourt  of  equity  to  relieve  the  niilroiid  company  from 
I  he  fiitlli'tion  <»f  nn\\arnint«Hl  {NMialties  if  it  should  turn  i>ut  ti»  l»e  physit^lly 
lni|K»«^Hihle.  an  the  (lanpany  Insists,  to  e<iniply  with  the  nrdiiiaiK-e  in  this  re- 
siH**-t." 

If  then  a  eoni't  *•!'  •njuliy  would  intcMfere  to  prevent  an  unreas»inahle  exaetlon 
of  iM'nalth^  ft  would  sinmii  to  follow  that  an  lytlicer  havinir  |K»wer  to  a.'vess 
liennltlert  Hhould  have  the  )>ower  to  act  e^iultahly  of  his  own  volition.  That  it  is 
not  tneuinlMMit  u|H»n  the  eonipt roller  to  a<se<s  a  jietmlty  whenever  it  Is  in  his 
power  to  do  Hit  injiN  fairly  Im»  hiferrcnl  from  a  statement  hy  the  Supreme  Court 
In  IIn  o|)Inion  In  t'oehran  r.  I'nited  States  M."»7  l'.  S.,  2St»».  where  the  i-ourt  was 
eonsiderin^  an  Indh-tnaMit  for  a  f;i!s<*  statenient  made  in  one  of  the  Hve  I'einilar 
reports  riHpHred  of  hanks.     The  murt  said: 

"  If  sui'li  report  were  not  |»ro|M»rIy  veriliiMl  and  atteste<l  It  would  doubtless  lie 
eoiM|.etent  for  the  ( *onii»trolh>r  of  the  t'urreney  to  reje<'t  it  or  to  pnK*e«>i|  atrainst 
the  assiN'lMtlon  nn<ler  section  .VJt.S  f(»r  failure  to  make  and  transmit  a  i)roi>er 
report  "    (p.  IIWM. 

In  other  words,  It  would  Im»  proper  for  him.  It  S4»ems  to  give  the  hank  an 
opportunity  to  stMid  in  n  proi)er  reiwirt  rather  than  lo  proc*»e<l  under  secthai 
.Vji;i,  whleh  Is  the  (»ne  providing  for  i>emdtles.  Olp  r.  Le<l(liek  (14  N.  Y.'  Stipp.. 
Ml  points  to  that  e(melimlon.  Tlint  was  an  aetlon  tinai^ht  un<h'r  a  New  York 
•*tntnte  known  lis  the  "taxpayers'  act"  for  the  puii>oses  of  n*straiidiiK  the 
yettlement  hy  two  of  the  defendants  who  were  overseers  of  tlie  iMM»r  of  eertain 
net  Inns  hrouLdit  to  HMMiver  petialtles  of  another  defendant  wli<»  had  violatwl  the 
exelst*  laws.  The  eomplnlnt  In  the  aetion  to  re<v>ver  the  iK^nalties  (.*(»ntaine<l 
ItHJ  separate  eoutits  or  (•auH<»M  of  action  on  which  judgment  for  $5.()00  was  de- 
niniidrd.  NeKntlatlotiH  for  a  si»ttlement  of  this  aetion  resulted  In  an  n>nx>einent 
to  ]»ay  n  $ri()  ])enalty  and  $10(>  costs.  The  defendant  charped  with  violation  of 
the  liiw  was  Mnanclally  ri»Hi>onslhle.     The  complaint  in  the  action  seeking  to 
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restrain  such  settlement  was  dismissed  upon  tlie  merits,  the  court  stating  one 
reason  for  the  dismissal  as  follows : 

••  But  there  is  an  additional  ground  upon  wjiich  the  dwision  of  tlie  learned 
.instice  at  special  term  may  l)o  sustained;  namely,  that  an  overseer  of  the  poor 
inay  settle  and  dis(*ontinue  an  action,  whether  hrought  by  himself  or  his  pre- 
decessc»rs,  when  honestly  made,  as  was  done  in  this  case,  liellinger  r.  Birge 
(7  N.  Y.  Supp.,  695,  and  8  N.  Y.  Supp.,  171 )  ;  P^)ple  r.  Leonard  (74  N.  Y.. 
443).  The  evl<ienc«»  and  the  findings  show  that  the  settlement  of  these  actions 
was  honestly  made  in  furtherance  of  a  general  public  opinion  exjjressed  through 
the  lioard  of  sui)erA'isors  and  otherwise,  and  upon  terms  which  wen*  fair  and 
reasonable.'* 

In  view  of  the  fact  that  the  matter  of  special  reports  to  the  comptroller  is 
one  of  administration  to  be  acted  upon  by  him  in  the  exercise  of  a  broad  discre- 
tion after  a  consideration  of  all  the  facts,  and  as  any  question  in  regard  to  the 
sufficiency  of  special  reports  is  exclusively  for  Its  determination,  and  as  an  effort 
made  by  a  bank  to  comply  in  good  faith  with  a  request  for  a  report  may  fail 
through  a  misunderstanding  or  for  some  cause  not  within  tlie  control  of  a  bank. 
It  nuist  be  held  that  the  comptroller  acts  within  the  powers  conferred  on  him 
If  upon  a  review  of  the  entire  situation  he  determines  that  penalties  should  not 
be  assessed  in  any  particular  case,  provided  that  he  Is  not  Insisting  upon  the 
validity  of  an  assessment  made  for  a  given  default,  which  default  still  con- 
tinues, to  which  situation  the  reasoning  above  would  not  apply.  But  to  hold 
that  an  administrative  officer  may  refrain  from  undertaking  to  collect  penal- 
ties In  a  case  like  the  present  one;  that  he  can  not  be  compelled  to  do  so  and 
that  he  would  not  be  guilty  of  malfeasance  In  office  for  his  failure  to  endeavor 
to  collect,  does  not  lead  to  the  conclusion  that  he  may  by  a  mere  waiver,  which 
Is  not  a  part  of  a  compromise,  conclusively  estop  himself  from  endeavoring  to 
enforce  a  penalty,  so  It  remains  to  consider  whether  the  court  should  pass  upon 
the  question  of  liability  to  pay  a  penalty  for  a  default  which  no  longer  entails 
liability  for  accumulating  penalties  or  which  can  not  lead  to  numerous  actions 
at  law. 

If  the  conclusion  above  stated  Is  sound,  the  comptroller  has  not  brought 
himself  within  the  principle  of  those  cases  which  hold  that  when  a  question 
has  become  moot  the  court  will  not  decide  It,  a  principle  mo^  recently  an- 
nounced by  the  Supreme  Court  of  the  United  States  In  United  States  v.  Ham- 
burg-Amerlkanische  Packetafht  Actien  Gesellschaft  et  al.,  supra,  in  which  case 
the  court  took  judicial  notice  of  the  European  war  and  held  that  the  existence 
of  it  removed  all  question  from  the  case,  tlie  contracts  Involved  being  between 
corporations  of  two  of  the  opposing  belligerents,  and  therefore  decided  that  it 
was  without  authority  to  pass  upon  the  case ;  nor  within  the  decision  of  Behn 
V.  Young  (21  Ga.,  207),  to  the  effect  that  where  a  defendant  comes  Into  court 
offering  to  do  all  that  the  plaintiff  can  equitably  require  of  him,  no  Injunction 
will  issue.    When  the  bill  was  tiled  the  comptroller  claimed  that  the  liability  to 
penalties  was  continuing  and  the  penalties  accumulating  and  the  case  presented 
is  one  for  the  exercise  of  the  court's  discretion  under  all  the  circumstances.    In 
Piano  Workers  r.  P.  &  O.  Supply  CJo.  (124  111.,  App.,  353),  It  was  held  to  be 
within  the  discretion  of  the  court  to  Issue  a  i>ermanent  injunction  or  not  where 
differencres  between  employers  and  employees  resulting  In  a  strike  had  been 
composed  after  the  issuance  of  an  interltjcutory  Injunction  but  iwjfore  ^nal 
hearing.    Reynolds  v.  Everett  114  N.  Y.,  189),  was  also  a  case  of  difficulties  be- 
tween employers  and  employees  and  the  strike  having  ceased  before  the  trial 
it  was  held  that  the  court  below  was  warranted  in  dismissing  the  complaint  on 
that  ground.     In  General  Electric  Co.  v.  New  England  Electric  Co.  (123  Fed., 
810),  it  was  held  that  a  court  of  equity  was  without  jurisdiction  In  a  suit  for 
infringement  of  patent  where  the  defendant  on  learning  of  the  infringement  and 
before  the  commencement  of  the  suit  tlnally  and  In  good  faith  abandoned  the 
manufacture  and  sale  of  the  infringing  articles  and  was  not  threatening  further 
infringement  when  the  suit  was  lileil.     In  Cayuta  V/heel  &  Foundry  Co.  v. 
Kennedy  Valve  Manufacturing  Co.  (127  Fed.,  355),  which  was  also  a  suit  to  en- 
join Infringement  of  a  patent,  the  defendant  denied  that  there  was  any  Infringe- 
ment on  his  part  and  did  not  in  anyway  set  up  that  further  Infringement  was 
not  Intended,  so  the  court  proceedeil  to  an  adjudication  in  favor  of  the  plaintiff. 
In  (Men  v.  Stout  (22  Fed.,  159),  the  court  said  at  page  169: 

"  It  Is  true,  as  urge<l  by  counsel  for  complainants,  that  It  has  been  held  that 
stoi^ng  infringement  will  not  prevent  an  Injunction.  But  the  cases  have  been 
where  the  manufacture  was  stopped  at  or  after  the  bringing  of  tbe  suit,  or  the 
indications  were  tliat  the  defendants,  having  once  been  wrongdoers,  were  likely 
to  be  so  again  as  s«ion  as  released  from  court.  If  a  defetvOlawx  \\«l?^,  \>^^«^^  «q\X. 
broni^t,  abandoned  the  manufacture  and  sale  of  the  inf r\ti¥;\t\?;  \utve\v\Tvv>,  wcvvSl  \Xjkfe 
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<*(Mirt  is  siitistliMl  that  t!  (>  nlfiiiHlonin*  i>t  was  in  ;:<mh1  fnitli  and  linal  tlio  in.iiiiK^- 
tion  oujrlit  to  bt»  ivfusoil.  uimmi  tin'  priiu'ipio^  of  (HHilr>-  applicnbh»  to  injunction. 
How«»Vfi\  as  \\v  Hiid  tliat  tlM'  (lvfen<lants  in  tliis  nisc»  are  infrin^rs,  we  tliinlv 
1(  woll  to  retain  the  wiinie  ease  under  our  naitrol.  and  tlie  Injunrtion  and  order 
for  an  a<*e<Mnit  may  lie  made  to  apfdy  to  tlie  manufaeture  and  sale  of  l>oth  mills/* 

In  Uol»erts  r.  (Mty  of  I^»uisvHie  (17  S.  \V.  (Ky.),  2(W).  whieh  was  u  suit  in- 
stituted to  enjoin  tlie  |ms.4a>re  of  an  onlinaiiee,  the  ans>v<»r  stat<Hl  thai  t!H» 
(»rdinanee  luid  Ihm'Ii  withdrawn  after  tlie  vN)inmencvment  of  tiie  suit  an<l  was 
not  before  tiie  eouneil  when  the  trial  was  had,  .hut  tlie  <*ourt  sMld  that  as  the 
fHalntllTB  4iad  a  (*auve  of  action,  witlidrawal  of  the  <a'dinance  did  not  liiu'e  the 
effect  to  defeat  tlM*ir  rijriit  to  the  relief  sought,  esi)e<'ially  as  another  ordinance 
of  tlie  »aine  clianicler  nii^ht  thereafter  )>e  intrtxIuciHl  and  imHiiKMi,  uniew  the 
right  to  do  so  he  i>eri»etually  enjoiiie<l.  McKarland  r.  Linderkuisel  <107  Wis., 
474),  was  a  suit  in  <Mjuity  t*»  f-onipel  the  removal  of  fences  niaintaincMi  by  the 
defendant  across  *i  strei»t  itasMing  the  fdaintifTs  )»rendses  and  to  iieri)etu«i1.\ 
<*njoin  their  inaintenanci .  The  sug^*stion  was  made  by  the  defendant*!*  oounsiH 
after  the  suit  was  ciaiiinenceil  and  liefore  trial  that  the  defendant  bad  reniovel 
the  fences,  but  the  court  held  that  this  could  not  aftwt  the  plaintifTs  rijrht  to 
a  Judgment  as  the  defendant  might  apiin  inslRt  u})on  the  right  to  n^plact*  aixl 
maintain  the  <»l>struction. 

In  patent  cases  it  is  also  hehl  that  a  suit  will  lie  ivtained  for  an  a<-ct>untin;: 
or  an  awaril  of  damages  where  tliere  can  not  Ih>  an  Injunction,  the  iiatimt  liaving 
expired  |x>nding  suit.  See  C'lark<»  r.  Worct»ster  (119  V.  S.,  222).  Hiddi«'  r, 
Bennett   (122  U.  S.,  71). 

In  view  of  the  above  authorities  and  others  tliat  might  Ik?  cited,  and  without 
<|uestio!dng  the  goo<l  faith  of  the  coraptn)ller,  it  seems  that  tiie  proper  exenise 
of  the  discretion  of  the  court  requires  an  adjudication  upon  tlie  riglit  of  the 
<'omptrolier  to  now  assess  penalties,  although  by  his  exi)ressed  satisfaction  vrith 
the  contents  of  the  reports  received  he  has  remove<l  from  the  case  so  far  as  those 
reports  are  <'oncerned  the  situation  existing  when  the  bill  was  filed;  namelj'. 
(he  claim  that  |HMmlties  were  running  and  accumulating. 

The  plaintiff  contends  that  if  the  demand  of  tlie  comptroller  for  the  report, 
the  failure  to^  furnish  which  led  to  the  asses.snient  of  ]>enaltics  amounting  to 
^■»,(MKl,  was  not  lawfully  made,  but  which  was  at  the  commencement  of  the 
;iction  being  insiste<l  upon,  there  was  then  presc»nted  a  <*ase  of  which  a  court 
of  c(iulTy  sliouUl  tak<»  juris<liction  because  the  penalties  were  accumulating  from 
day  ti»  day  and  l»e<ans«'  the  defendant  wwa  threatening  t<»  order  the  collection 
from  time  to  time  of  the  |x»nalties  as  interest  became  payable  on  the  plaintiff's 
iHMids.  On  the  other  hand,  the  defendants  .<«y  that  the  comptroller  having 
assessetl  a  penalty  of  $.^,0(10  his  power  to  assess  has  ceased  and  that  no  addi- 
tional penalty  <'an  be  iiniK>s«'d  or  colle<'ted.  The  statute  says  that  the  hank  Is 
••  subje<t  to  a  r>enaUy  of  <me  bundre<l  dollars  a  day  for  «ich  ilay  '*  that  it  delays 
to  makt^  the  iv|»ort,  and  that  "  Whenever  any  associatitui  delays  or  refuses  to  pay 
the  |)eniilty  h<»rein  hnpos<Ml  after  it  has  been  assessed  by  the  i'omptroller  of  the 
C'urrency,  the  amount  thereof  may  l>e  retalnwl.     *     *     ♦  " 

To  place  the  <iefendaijt's  construction  on  the  section  would  defeat  the  pur- 
pose itf  the  statute,  which  is  to  (*onsirain  the  givlntr  of  the  nf»c(»ss>iry  inforraa- 
llon.  If  an  ass<»ssment  widle  the  default  of  the  bank  continues  exhausts  the 
<'omptn»ller's  i^ower,  then  there  is  no  further  constraint  on  the  bank  to  furnish 
the  roi>oii  :  and.  on  the  other  hand,  if  only  one  assessment  is  contemplated  and 
liability  for  contiiniing  penalties  Is  to  be  Incentive  to  make  tlie  n*i>ort  a  con- 
tinued refusal  of  the  bank  to  comply  with  the  comptrollers  rtHpiest  would  re- 
sult in  n<»  :issi's>,in'.Mit  at  all.  It  s(»ems  that  a  proper  construction  of  the  statute 
is  that  it  was  intended  to  provide  for  as  nuiny  innuiities  as  there  are  days  of 
«lef:iuU.  and  therefore  that  If  the  reiMU't  was  rightfully  demandtnl  a  seiMirate 
nctinn  might  be  maintained  for  each  tlay's  iHMialty.  or  the  ac<'umulati»d  penal- 
tics  upon  any  day  when  InttTest  falls  due  on  the  plaintifTs  l>ond  might  l>e  col- 
le«'le<l  tln*refroni.  It  is  tlaaight  lluit  tlu'  situ<ition  so  prestMited  is  one  in  which 
;i  c(»urt  of  e<|uily  will  take  jurisdiction. 

In  IMdladelphia  Co.  r.  Stimson  (22:5  V.  S..  (MM).  Mr.  .lustice  Hughes,  writing 
for  I  he  court,  says  at  page  (i20: 

•A  court  of  e(|:ilty.  s:!id  this  court  in  In  re  .Sawyer  (124  !'.  S.,  2lX),  210).  '  has 
no  jurisdiction  over  the  presecution,  the  puidshment  or  the  pardon  of  crimes 
or  inisden.vanors.  *  *  *  To  assume  such  a  jurisdiction,  or  to  .sustain  a  bill 
In  «niuity  to  restrain  or  relieve  against  pr(»cee<lings  for  the  puni.sluneut  of 
oflensf's  *  *  *  is  t««  invade  tlie  donuiin  of  iln»  «M»urts  of  conunon  law,  or  of 
the  exiM'Utive  and  administrative  tlepartment  of  the  (lovermncMit.'  Harkrader  r. 
>V;)dIey,  (172  V.  S..  14S.  17(»)  ;  Fitts  r.  Mc-<ilu»i^  (172  l*.  S.,  TiKJ,  ri31 ;  2  Story's 
ASy,  ./////..  s(H'.  .VU*?).     Hut  a  distinction  ohtnins  when  it  is  found  to  lie  esscMitlal 
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to  the  protection  of  the  property  rights,  as  to  whicli  the  jurisdiction  of  a  court 
of  equity  has  been  Invoked,  that  it  should  restrain  the  defendant  from  institut- 
ing criminal  actions  involving  the  same  legal  questions.  That  is  illustrated  in 
the  de<isions  of  th*s  court  in  which  officers  have  been  enjoined  from  bringing 
criminal  proceedings  to  comi>el  obedience  to  unconstitutional  requirements. 
Davis  &  Farnum  Mfg.  Co.  r.  Los  Angeles  (189  U.  S.,  207,  217,  218)  ;  Dobbins  r. 
Los  Angeles  (195  U.  S.,  223,  241;  Ex  parte  Young,  209  U.  S.,  123,  161,  162)  ; 
Westeni  Union  Telegraph  Co.  r.  Andrews  (216  U.  S.,  165).  In  tills,  there  is  no 
attempt  to  restrain  a  court  from  trying  persons  charge<l  with  crime,  or  the  grand 
jury  from  the  exercise  of  its  functions,  but  the  injunction  binds  the  defemlant 
not  to  resort  to  criminal  procedure  to  enforce  illegal  demands.'* 

The  court  in  that  case  said  as  already  stated  abo\e  thai  a  Federal  officer  act- 
ing in  excess  of  his  authority  was  in  the  same  position  as  a  State  officer  seeking 
tr>  enforce  uncon.stitutional  enactments.  In  Ex  parte  Young  (209  U.  S.,  123, 
160),  the  court  said  that  it  would  be  an  Injury  to  complainant  to  harass  It  with 
n  umltli)licity  of  actions  in  an  endeavor  to  enforce  penalities  under  an  uncon- 
stitutional enactment  and  to  prevent  It  ought  to  be  within  the  jurisdiction  of  a 
court  of  equity. 

On  the  authority  of  these  cjises  it  must  l)e  held  here  that  equity  has  juris- 
diction be<*ause  It  is  alleged  that  property  rights  are  being  threatene<l  by  reas(»n 
ol  acts  of  a  Federal  <>lli<'er  claime<l  to  Ik?  uidawful,  which,  if  not  restrained,  will 
lead  to  a  multiplicity  of  actions. 

It  remains  to  ccmslder  whether  the  facts  alleged  make  out  a  ciiuse  of  action. 

The  defendant  McAdoo  and  the  defendant  Williams  are  charged  with  conspir- 
ing to  ruin  the  plalntlfTs  business.  Each  is  sued  in  his  official  capacity  and 
every  act  charged  is  alleged  to  have  been  done  or  threatened  to  have  been  done 
in  violation  of  the  duty  Imposed  by  the  office,  except  the  act  of  the  defendant 
McAdoo  in  inducing  the  Secretary  of  War  to  remove  Panama  Canal  funds  from 
the  bank  and  the  act  of  the  defendant  Williams  In  causing  the  removal  of  Red 
Cross  funds. 

It  Is  sometiu'es  said  that  ;i  conspiracy  will  be  enjoined.  Such  statements  are 
generally  made  In  i)assing  ui)on  cases  Involving  a  secondary  boycott,  but  such  a 
boycott  is  Itself  a  threat  made  by  several  acting  together  and  what  therefore  is 
really  eii Joined  in  those  cases  is  tlie  making  of  threats.  The  Court  said  in 
Swift  &  Co.  r.  The  Unlte<l  States  (106  U.  S.,  375)  ;  that  it  could  not  issue  a 
general  Injunction  against  all  possible  breaches  of  the  law  and  that  the  Injunc- 
tion In  that  case  ought  to  set  forth  more  exactly  the  transactions  in  which  cer- 
tain directions  and  agrciMuents  \yere  to  be  forbidden ;  and  finally  at  page  402: 

•*  It  only  remains  to  add  that  the  foregoing  question  does  not  apply  to  the 
earlier  sections  which  charge  direct  restraints  of  trade  within  the  decisions  of 
the  court,  and  that  the  criticism  of  the  de<*ree  as  If  It  ran  generally  atgainst  com- 
binations in  restrnint  of* trade  or  to  mo)ioi>olize  trade  cea.ses  to  have  any  force 
when  the  chnis«»  '  against  any  otlicr  method  or  device  '  is  stricken  out.  So  modi- 
lied,  it  restrains  such  combinations  only  to  the  extent  of  certain  si)ecilled  devices 
which  the  defendants  are  alleged  to  have  nstnl  and  intend  to  continue  to  use." 

Where  the  efficacy  in  combining  consists  of  each  conspirator  doing  a  sevenil 
part  and  it  is  pianne<1  to  operate  ihus  singly,  an  indictable  conspiracy  exists 
under  .some  circumstances  though  no  one  thing  proiK»setl  to  be  done  woidd  be 
ground  for  an  luilictment  even  if  it  were  actually  acci»mplished  by  one  of  the 
conspirators  nlone.  Bishops  New  Criminal  Law,  vol.  2,  se<'.  185.  And  in  such 
a  situation  the  doing  of  any  of  the  acts  complained  of  could  be  restrained  by  In- 
junction, but  where  the  act  coniplaine<l  of  is  absolutely  privilege<l  and  theref4)re 
beyond  the  reach  of  injunctive  process  an  arrangement  to  do  that  act  simul- 
taneously with  the  doing  of  acts  by  others  as  part  of  an  allege<l  scheme  can  not 
be  cimsidered  as  an  overt  act  done  in  lairsuance  of  an  actionable  conspiracy  for 
the  same  reason  that  where  an  overt  act  is  privileged  a  conspiracy  to  do  it  Is 
not  a  ground  for  tlie  recovery  of  damages  in  an  action  on  the  case.  Nalle  v. 
Oyster  (230  I'.  S.,  105).  If  this  conclusion  is  .sound  it  foUows  that  the  bill  does 
not  sliow  any  reason  for  joining  the  Secretary  of  the  Treasury  as  a  defendant, 
leaving  out  of  consideration  for  the  present  the  question  whether  he  has  a  mere 
ministerial  duty  to  perform  in  regard  to  the  Interest  withheld  in  the  event  that 
the  comptroller's  asses.sment  of  i)enalties  Is  not  valid,  for  the  reason  that  the 
Secretary  of  the  Treasury  owes  no  duty  to  the  plaintiff  bank  in  regard  to  the 
deposit  of  public  funds.  There  Is  no  requirement  of  law  that  they  shall  be 
deiKwlted  anywhere  out  of  the  Treasury  of  the  United  States,  nor  that  when 
they  are  deposited  in  banks  they  shall  remain  there  for  any  given  length  of  time. 
The  matter  Is  within  the  uncontrollable  judgment  of  the  Secretary,  and  even 
though  he  should  threaten  to  withdraw  deposits  with  the  lio^  «lXv^  Xi^iXfe^  XXx^X 
doing  so  would  Injure  a  bank,  no  court  could  legally  re^ttaVxi  YAm. 
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The  only  other  allegations  in  the  bill  relating  to  an  official  act  of  the  Secre> 
tary  of  the  Treasury  are  those  In  regard  to  the  failure  to  pay  the  interest  due 
on  the  plaintitTs  bonds.  This  alleged  failure  to  act  can  not  be  controlled  by  the 
court  because  it  is  alleged  to  be  the  carrying  out  of  a  conspiracy,  for  the  reason 
that  the  Secretary  in  refusing  to  pay,  if  as  a  matter  of  fact  he  is  refusing,  is 
not  thereby  falling  to  iK»rforni  a  mere  niinisteria]  duty.  He  had  nothing  to  do 
and  could  have  nothing  to  do  with  the  assessment  of  tlie  penalty  for  the  pay- 
ment of  which  the  money  is  being  retained.  The  statute  provides  that  where 
there  is  such  an  as.«?essment,  money  due  for  interest  may  be  retained,  but  it  does 
not  give  the  Secretary'  any  iH)wer  to  inquire  into  tlie  propriety  of  the  action  of 
the  comptroller  In  malting  the  assessment.  If  the  assessment  be  held  to  be  void, 
then  .should  the  Sinrretary  fall  to  pay  the  intercut,  If  that  be  his  ministerial 
duty,  and  not  until  then  can  he  be  comi)elleil  to  act. 

The  plaintiff  evidently  relies  on  the  case  of  Allen  v.  Burrow  (60  Kans.,  812) 
in  joining  two  (Toverinuent  ofhcials  in  this  suit,  but  the  facts  in  that  case  were 
entirely  different.  It  was  charged  there  by  one  of  two  persons  claiming  to  be 
the  regular  nominee  of  a  political  imrty  for  a  public  office  that  a  majority  of  the 
members  of  a  board  of  three  consitute<l  by  law  for  the  puri>ose  of  determining 
who  was  the  regular  candidate  had  conspired  with  his  opponent  to  prevent  the 
placing  of  the  plaliitifTs  name  upon  the  oflicial  ballot  Jis  the  regular  candidate, 
having  agreed  that  tlie  plaintiff  should  be  prevented  from  having  his  name 
placed  thereon  regardless  of  the  merits  of  his  contention  to  have  It  placed  there, 
amd  having  agreed  with  the  defendant's  opi)onent  that  if  tlie  latter  should  pro- 
cure from  a  bolting  and  fraudulent  assemblage  of  i)ersons  claiming  to  be  the 
congreasional  convention  of  the  district,  a  false,  spurious,  and  fraudulent  cer- 
tificate of  nomination  and  would  file  the  same  the  two  members  of  the  board 
constituting  a  majority  would  recognize  such  certlticate  notwithstanding  an>' 
objections  thereto,  and  notwithstanding  any  pro<>?  of  the  fraudulent  character  of 
the  assemblage  which  ha<l  pivteiideil  to  authorize  the  execution  thereof.  The 
obvious  difference  between  the  two  cases  appears  from  this  statement  of  Allen 
t\  Burrow  anil  is  emphaslze<l  by  the  fact  that  the  court  there  assumed  jurisdic- 
tion of  the  particular  contest,  saying  that  in  some  way  a  decision  must  be  made 
between  the  rival  claimants. 

The  case  will  not  be  further  distinguished  here  except  by  stating  what  seems 
to  the  court  to  be  the  rule  applicable  to  the  present  case,  namely,  that  where  the 
act  sought  to  be  accomplisheii  by  an  alleged  conspiracy  is  not  in  itself  an  official 
act,  and  where  the  persons  said  to  be  endeavoring  to  a(!Complish  the  object  of 
the  alleged  conspiracy  are  acting  in  an  official  capacity  only,  each  one  having 
official  duties  which  he  alone  can  perfonn,  the  i>erformance  of  which  is  not 
under  the  control  of  the  other,  they  should  not  be  joined  as  officials  in  one  action 
as  conspirators.  The  law  imposes  upon  them  a  duty  to  act.  If  they  act  within 
their  powers  their  motives  can  not  be  questl(me<l.  If  each  is  undertaking  to  act 
without  authority  he  can  be  restrained  In  a  separate  suit  and  his  motives  make 
no  difference  or  as  the  ccmrt  said  In  Myles  Salt  C -o.  /*.  Board  of  Commissioners, 
etc.  (230  IJ.  S.,  478)  :  **  We  are  not  dealing  with  motives  alone,  but  as  well  with 
their  resultant  action.*' 

Te  Secretary  of  the  Treasury  had  no  official  (hities  to  perform  in  regard  to 
the  deposits  or  withdrawals  of  Panama  Canal  funds  allegetl  by  the  bill.  They 
were  In  the  control  of  the  Secretary  of  War  exclusively.  Assuming  but  not  de- 
ciding that  an  averment  that  ^'plaintiff  believes  and  therefore  avers"  that  the 
defendant  McAd(M)  ns(Hl  his  influence  to  bring  about  a  withdrawal  of  these 
funds  from  the  plaintiff  bank  is  a  suflicient  averment  of  a  fact  in  a  pleading  and 
that  It  is  anything  nH»re  than  an  allegation  of  a  suspicion,  It  clearly  could  be 
considenMl  only  as  evidence  of  malice,  if  at  all,  but  standing  alone  it  amounts 
to  nothing,  for  there  Is  iji)  allegation  that  the  Secretary  of  the  Treasury  made 
any  false  statements  to  the  Secretary  of  War,  nor  is  there  anything  to  show  that 
the  latter  acted  without  due  consideration  of  all  the  facts,  unless  the  allegations 
were  Intended  as  the  foundation  for  an  inference  that  the  Secretary  of  War 
withdrew  tlu»  Panama  funds  merely  because  the  Se<*retary  of  the  Treasur>' 
Hske<l  him  to  or  joined  in  the  allege<l  conspiracy,  but  such  a  claim  would  have 
to  be  explicitly  slated  In  order  to  aft'ord  a  basis  for  acthm  by  the  court. 

It  is  to  be  noted  al.so  as  to  there  being  allegations  of  facts  sufficient  to  show  a 
conspira(»y  so  far  as  the  Secretary  of  the  Treasury  is  concerned  that  the  bill 
states  that  the  '*  withdrawals  made  by  direction  or  thnmgh  the  influence  of  the 
defendant  McAdoo,  including  the  said  Panama  Canal  deposits  and  the  discriml- 
natorv  withholding  of  District  of  Columbia  tax  deposits  amounting  in  all  to 
nearly  $2,500,(X)0  occurred  at  a  time  when  all  the  banks  In  the  United  States 
were  making  strenuous  efforts  to  husband  and  protect  their  resources;  the 
J>onffs  by  which  said  canal  deposits  were  secured  could  only  be  marketed  at 
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private  sale;  the  war  in  Europe  had  resulted  in  the  closing  of  the  public  ex- 
changes throughout  the  United  States ;  prices  of  securities  were  at  the  lowest 
figure  in  many  years ;  panic  conditions  existed ;  but,  nevertheless,  the  defendant, 
McAdoo,  in  the  circumstances  aforesaid,  forced  the  withdrawal  and  withholding 
of  the  aforesaid  sum  of  about  .$2,500,000  in  a  deliberate  attempt  to  wreck  the 
plaintiff  bank.    ♦     ♦     ♦    .» 

The  war  in  KuruiK*  began  during  the  last  week  in  .luly  or  the  first  week  in 
August,  1914,  of  wliich  fact  the  court  may  taike  judicial  noti<-e.  The  United 
States.  Hamburg-Amerlkanische  racket  fa  hrl-Actien  (Jesellsclmft  et  al.,  supra. 
The  bill  alleges  that  "it  has  been  the  custom  of  the  Treasury  Department  to 
deposit  for  a  limit(»d  i)eriod  of  time  each  year  a  sunj  of  money  ai)proximately 
i-qual  to  the  nmuhipal  taxes  which  are  paid  into  the  Federal  Treasury  annually 
in  the  month  of  May.  *  *  *  In  the  distribution  of  this  public  money  for 
<leposit  in  May,  1014,  the  defendant,  McAdoo.  arbitrarily  wholly  eliminate<l  the 
plaintiff  bank  ♦  *  ♦  "  and  further  that  "  Thereafter  on  July  1,  1914,  the 
defendant,  McAil<M),  *  *  ♦  discontinued  plaintiff  bank  as  a  depository  and 
plaintiff  returne<l  its  balance*  of  .$1(H\9271M)  to  the  Treasury  on  the  following 
day,  *  *  *  "  and  further  that  "  Plaintiff  believes  and  therefore  avers  that 
shortly  after  the  defendant  McAdoo  threatiMied  lK»cause  of  i>ersonal  aninms  to 
commence  reprisals  against  plaintiff  bank  and  threatened  to  diseontinue  plain- 
tiff bank  as  a  depository  of  United  States  funds,  be  succee<le<l  by  diligent  per- 
sonal eff(»ris  and  influence  in  effecting  the  gradual  but  cimstJint  withdrawal  of 
said  Panama  Cnnal  deposit  until  there  remains  at  this  time  a  balance  of  only 
$22,284.81  of  said  deiM)sits,  whereas  at  about  the  time  lie  connnenced  to  put  in 
execution  his  aforesaid  threat,  namely,  in  the  month  of  May.  1914,  said  Panama 
Canal  deposits  intrusted  to  the  plaintiff  bank  amount(»il  to  $l,158,479.r)l.'* 

There  is  a  complete  failure  to  show  that  for  the  puri)ose  of  wre<?king  the  plain- 
tiff bank  the  defendant  took  advantJige  of  contlitiiuis  arising  out  of  the  war  in 
Europe.  In  fact,  the  plaintiff's  own  si)ecitic  allegations  disprove  the  coincidence 
on  which  alone  such  a  charge  could  be  based. 

The  bill  does  not  state  facts  sufficient  to  constitute  a  cause  of  acticm  against 
the  Secretary  of  the  Treasury,  as  for  a  conspiracy  or  as  to  anything  done  or 
threatened  by  him,  and  it  must  be  dismissed  as  to  hluj  unless  he  is  a  necessary 
party  in  order  to  give  relief  by  way  of  directing  a  purely  ministerial  act, 
namely,  the  payment  of  Interest  withheld  because  of  the  i>enalty  of  $5,000  as- 
sessed 1)3'  the  Comptroller  of  the  Currency. 

Has  the  Comptroller  of  the  Currency  assunuMl  as  a  basis  for  his  various  acts 
a  power  which  is  n<»t  given  him  by  the  statutes?  The  answer  to  this  question 
calls  for  a  ionstrueticni  of  s<Mtions  5211  and  5213  of  the  Revise<l  Statutes  and 
section  5212  also  nnist  be  rejhl  to  that  end.    The  three  sections  are  as  follows: 

*'  Sec.  5211.  Every  association  slmll  make  to  the  Comptroller  of  the  Currency 
not  less  than  five  reports  during  each  year,  according  to  the  form  which  may  be 
prescribeil  by  him,  according  to  the  form  or  aflirmatltai  of  the  president  or 
cashier  of  such  association,  and  attested  by  the  signature  of  at  Unist  three  of 
the  <lir(H-toi"s.  Eaich  such  report  shall  exhibit,  in  detail  and  under  appropriate 
hea<ls,  the  resources  and  liabilities  of  the  association  at  the  close  of  business 
on  any  past  dny  by  him  siK'citied.  au<l  shall  be  transmittetl  to  the  comptroller 
within  five  dnys  after  the  re<-eipt  of  a  re(piest  or  requisition  therefor  from  him. 
and  in  the  same  form  in  which  it  is  made  to  the  comptroller  shall  be  published 
in  a  newspaper  pnl)lishe<l  in  the  place  where  such  ass<M-iation  is  establishe<l,  or 
if  there  is  no  newspaper  in  the  place,  then  in  the  one  publisluHl  nearest  thereto 
in  the  same  county,  at  the  expense  of  the  associatiim,  ami  such  proof  of  publica- 
tion shall  be  fnrin'shed  as  leay  be  rtHiuire<l  by  the  comptroller.  The  comi)troller 
shall  also  hav*'  power  to  cull  for  sp»»<'ial  reports  from  any  particular  association 
whenever  in  his  judgment  the  same  are  necessary  in  order  to  a  full  and  com- 
plete knowle«lge  of  its  condition. 

"  Sec.  5212.  In  addition  to  th(»  reports  required  by  the  preceding  section  each 
association  shall  report  to  the  Comptroller  of  the  Currency,  within  10  days  after 
declaring  any  dividend,  the  amount  of  such  dividend,  and  the  amount  of  net 
earnings  in  excess  of  such  dividend.  Such  reix)rt  shall  be  atteste<l  by  the  oath 
of  tlie  president  or  cashier  of  the  association. 

**  Sec.  5213.  Every  association  whicli  falls  to  make  and  transmit  any  rei)ort 
re<piired  under  eithcM-  of  the  two  prec<»<ling  stn-tions  shall  be  subject  to  a  penalty 
of  $100  for  each  day  after  the  periods,  respe(^tively,  therein  mentioned,  that  It 
delays  to  make  and  transmit  its  report.  Whenever  any  a.ssoi*iation  delays  or 
refuses  to  pay  the  penalty  herein  lmiM»se<l,  after  it  has  beiMi  assessed  by  tlie 
Comptroller  of  the  Currency,  the  amount  thereof  umy  be  retainetl  by  the 
Treasurer  of  the  United  States,  upon  the  order  of  the  Comptroller  of  the  Cur- 
rency, out  of  the  Interest,  as  It  may  become  due  to  the  v\a«^H!\«ilVv>Ti,  i>\\  \\\^Vav\^ 
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(]e|N»8it(^l  uitli  him  to  swiire  Hrmlatioii.  All  sums  of  inoiioy  colltM'twl  for  neii- 
Jilties  under  tbls  se<*tioii  «thtfU  \ye  imid  Into  the  Treasury  of  the  United  States." 

The  plaintiff  conteiHlK  that  the  wonls  in  j*ection  o211  "whenever  in  his  jmlg- 
nient  the  same  are  necesHtir>'  In  onler  to  a  full  and  t-omplete  knowledge  of  Itn 
condition  "  mean  that  the  comptroller  may  exerfise  his  Judjnnent  as  to  the  times 
when  report  shall  Ik*  <*alle<l  for  and  that  the  law  tlxes  the  nature  of  the  reports 
that  may  be  denian<ie<1 ;  that  Is,  the  law  "  provides  that  the  report  shall  l»e  one 
which  jdves  him  a  full  and  i-onipU^to  kiiowle<l?e  of  the  bank's  omditlou.  It 
did  not  say  of  the  bank's  niana^eint^nt :  It  <lld  nut  sjiy  of  the  oflict»rs*  miscvmduet ; 
it  did  not  say  of  the  of!i<-»'rs'  past  loans  or  the  oinc-ers*  family  relations,  !>e<!ausi» 
as  to  that  section  all  such  questions  are  wholly  immaterial/* 

•*  No  matter  what  the  condirbm  of  the  bank  mi;;bt  have  been  ir»  years  aijo,  if  it 
18  bad  now  the  comptroller  tm^rht  to  know  it.  No  matter  how  gixnl  the  condithm 
of  the  bank  has  been  or  lu»w  bad  at  another  time,  that  Is  not  material  to  the 
flnties  of  the  <*ompt roller's  office  under  the  se<*tlon. 

If  the  se<*tlon  is  to  be  lnten>rete<l  as  meaning  that  '*si»ecial"  re[K^rts  aie  siie- 
cial  merely  lK»cjiuse  tliej-  are  demande<l  of  a  particular  bank  and  in  addition  t«» 
the  five  reix>rts  requlreil  of  all  banks  then  all  that  could  be  asked  (»f  a  bank 
would  be  only  what  it  is  re<iuire<l  t«»  furnish  five  tina^s  a  year — namely,  a  de- 
tailed statement  of  resources  and  liabilities;  but  if  such  had  lH»en  the  intention 
of  CJongress  why  were  the  words  "  to  a  full  and  complete  knowledge  of  its  con- 
fiition  "  inaertetl?  If  the  five  reports  are  reports  of  condition  and  the  special 
reports  are  also,  and  limited  as  are  the  genenil  reports  to  showing  resources  and 
liabilities,  whj*  "full  and  complete"?  Something  must  have  been  iuteudeil  by 
the  use  of  those  words.  Was  the  intention  merely  that  the  comptroller  might 
ask  for  further  information  In  reganl  to  the  items  in  one  of  the  regular  reiiorts? 
If  so,  that  would  be  to  limit  him  in  the  intervals  l>etween  the  dates  for  making 
general  reports  to  an  inquiry  entirely  futile  perhaps  to  aid  him  in  a  present 
emergency.  Again,  if  the  reiK)rt  Is  spe<'lal  only  by  virtue  of  the  fact  that  it  is 
in  addition  to  the  five  regular  reports  then  It  Is  to  be  a  reiH»rt  in  detail  under 
api)ropriate  headings  of  resources  and  liabilities,  and  It  seems  obvi<uis  that 
such  a  rei)ort  might  easily  be  insuflielent  for  a  *' full  and  complete  knowle<lge" 
of  the  condition  of  a  bank.  It  seems  <-lear  that  the  five  regular  rejM>rts  are  In- 
ien<le<l  to  l)e  uniform  as  nearly  as  may  be  for  all  banks,  and  that  the  si)eclal 
reports  are  to  show  what  the  comptroller  may  in  his  judgment  think  ncH-essai^k* 
Xn  a  full  and  complete  knovvUMlge  of  a  bank's  condition,  whether  any  part  of 
the  reiMU't  ct»vers  what  was  in  the  regular  reiM)rt  or  not,  and  that  they  are  not 
to  be  confined  to  a  mere  statement  of  assets  and  liabilities  as  are  the  general 
reports. 

Section  i>24()  of  the  Reviseil  Statute's,  prior  to  the  pas.sage  of  the  Federal 
Reserve  Act,  provide<l  that  *'  The  Comptroller  of  the  Currency  with  the  approval 
of  the  Sei-retary  of  the  Treasury,  shall  as  often  as  shall  be  deemed  necessai^^' 
or  proi^er  appoint  a  suitable  person  or  i)ei*sons  to  make  an  examination  of  the 
affairs  of  every  banking  ass4»clatlon  who  shall  have  power  to  make  a  thorough 
examination  into  all  the  afTaIrs  of  the  assm-lation  and  in  doing  so  t<»  examine 
any  of  the  officers  and  agents  thereof  on  oath  and  shall  naike  a  full  and  detalle<l 
report  of  the  contlitlon  of  the  association  to  the  comptroller." 

If,  in  the  opinion  of  Congress,  an  examination  of  the  "affairs"  of  an  ass<»- 
clatlon  Is  ne<-cssary  to  enable  the  examiner  to  make  a  "full  and  detailed  rei>ort 
of  the  <*<m<litlon  of  the  ass<Miatlon  "  It  seems  reasonable  to  supi^ose  that  in 
giving  tlie  (!<»mptrolIer  |M>wer  to  call  f<a*  si»eclal  reiK>rts  when  he  thinks  them 
ne<essary  to  a  "full  an<l  complete"  knowliMlge  of  Its  (the  association's)  "con- 
dition" Congress  niwmt  to  give  to  the  eomptroller  as  broad  powers  at  least  as 
it  gjive  to  his  subordinate,  and  that  the  reports  to  be  made  by  the  banks  are 
In  regard  to  their  affairs  just  as  (he  examination  by  an  examrner  Is  an  Inquiry 
Into 'the  affairs  of  a  bank.    The  section  now  provides: 

"  The  examiner  naiklng  the  examination  of  any  natlo?ial  bank,  or  of  any  other 
member  bank  shall  have  power  to  make  a  thorough  examination  of  all  the 
affairs  of  the  bank  and  In  doing  so  he  shall  have  power  to  administer  oaths  and 
to  examine  any  of  the  ofllcers  and  agents  thereof  under  oath  and  shall  make  a 
full  and  detalfed  report  of  tlu»  comlition  of  said  bank  to  the  Comptroller  of  the 
Currency.** 

Other  provisions  of  the  national  hank  act,  except  that  the.\*  relatn  to  the  i>erlod 
before  an  asso<*iatlon  begins  business.  Indicate  as  cleairly  i>erhai>s  as  does  section 
5240  what  scope  of  meaning  Congress   intende^l   that   the   wonl   "  condition " 

should  have. 

No  association  can  begin  to  do  business  without  conqiliance  with  certain  re- 

qulretnents  and  the  Comptroller  of  the  Currency  is  the  officer  who  decides 

whether  there  haft  been  compliance.    Section  5138  of  the  Uevisnl  Statutes  pro- 
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vicJes  that  tlie  fiersoiix  \vhi»  desire  to  form  an  association  under  tlii»  act  shall 
••enter  into  artU'les  of  association,  which  shall  si)ecif.v  in  jreneral  terms  the 
object  for  which  the  association  Is  ff»rmeil,  and  may  contain  any  other  provl- 
Hlrns  not  huoiiSistinl  with  law  which  the  aHsooiatiou  nwiy  se<'  fit  to  adop^  for 
the  rejrulation  of  its  business  and  tiie  conduct  of  its  affairs.  These  articles 
fihall  be  si^ied  l)y  the  persons  uniting  to  form  tlie  association,  and  a  copy  of 
them  shall  be  forwardeil  to  the  Comptroller  of  the  <'nrren<*y,  to  lie  tiled  and 
preserve<l  in  his  office." 

Section  5134  Is  as  follows: 

"  The  persons  uniting  to  form  such  an  afiisociation  shall,  under  their  hands, 
make  an  organization  certificate,  which  shall  specitictilly  state: 

**  First.  The  name  assumed  by  such  association;  which  name  shall  be  subject 
to  the  approval  of  the  Or>mptroller  of  the  Currency. 

"  Second.  The  place  where  its  (iterations  of  discount  and  deposit  are  to  Ih^ 
carried  on,  designating  the  State,  Territory,  or  District,  and  the  particular 
county  aiMl  city,  town,  or  Tillage. 

"  Third.  The  anumnt  of  capital  stock  and  the  number  of  shares  into  which  the 
same  is  to  be  divided. 

"  Fourth.  The  names  and  places  of  residence  of  the  shareholders  and  the 
number  of  shares  held  by  each  of  them. 

"Fifth.  The  fact  that  the  certificate  is  made  to  enable  such  pers<nis  to  avail 
themselves  of  the  advantages  of  this  title." 

Section  .5136  confers  the  corporate  powers  on  the  as8ociati<m,  among  them 
being: 

**  Fifth.  To  elect  or  appoint  directors,  and  by  its  board  of  directors  to  appoint 
a  president,  vice  president,  cashier,  and  other  officers,  define  their  duties,  reriuire 
bonds  of  them,  and  fix  the  penalty  thereof,  dismiss  such  officers  or  any  of  them 
at  pleasure  and  appoint  others  to  fill  their  places. 

"  Sixth.  To  prescribe,  by  its  board  of  directors,  by-laws  not  Inconsistent  with 
law,  regulating  the  manner  in  which  its  stock  shall  be  transferred,  its  dlre<*tors 
elected  or  appointed,  Its  officers  appointed,  its  property  transferred,  Its  general 
business  conducted,  and  the  privileges  granted  to  it  by  law  exerclse<l  an<l 
tmjoyed.   , 

•*  Seventh.  To  exercise  by  Its  board  of  directors,  or  duly  authorize<l  officers  or 
agents,  stibject  to  law,  all  such  inchiental  powers  as  shall  be  neces,sary  to  carry 
on  the  business  of  banking:  by  discounting  and  negotiating  promissory  notes, 
drafts,  bills  (»f  exchange,  and  t>ther  evidences  of  d^t;  bj'  receiving  dep<fi<lts; 
by  buying  and  selling  exchanges,  coin,  and  bullion;  by  loaning  money  on  |>er- 
sonal  security  and  by  obtaining,  issuing,  and  circulating  notes  according  to  tin* 
precisions  of  this  title. 

**  Hut  no  association  shall  transact  any  business  except  such  as  is  incidental 
and  preliminary  to  its  organization  until  it  has  l>een  authoriztHl  by  the  Comp- 
troller of  the  Currency  to  commence  the  business  of  banking.** 

Si»ctlon  r>ir»<)  provides  for  a  transfer  to  the  Trcasur>'  of  the  United  States  of 
Tnlted  States  bonds  in  certain  amounts  before  an  association  may  begin  busi- 
ness. Section  r»145  provides  for  the  ekK'tion  of  dlrei'tors  before  an  asstn-latlon 
shall  iM'gln  business,  and  s<»ctlon  5140  sptM*lftes  qnaliflcattons  f<ir  <llrectorshlp 
baseil  on  residence  and  ownei*shlp  (»f  .shares  of  sto<'k.  Se<*tl<m  .5147,  >vhlch  jtro- 
vides  for  the  directors*  oaths,  reads: 

'*  F^acli  dire<-tor.  when  a|)iH>inte<l  (►r  elected,  shall  take  oath  that  he  will,  .so 
far  as  the  duty  devolves  on  him,  diligently  and  honestly  administer  the  affairs 
of  such  asscM'iatlon  and  will  not  knowingly  violate,  or  willingly  permit  to  Ih' 
violated,  any  of  the  provlsl4)ns  of  this  title,  and  that  he  Is  the  owner  in  good 
faith,  and  in  his  own  right,  of  the  numl)er  of  shares  of  stock  required  by  this 
title,  8ul)scribed  by  him,  or  standing  in  his  name  on  the  books  of  the  association, 
and  that  the  same  is  not  hypothecatetl,  or  In  any  way  ple<lged  as  security  for 
any  loan  or  debt.  Sncli  rath,  subscribed  by  the  director  ntaking  It,  and  certified 
by  the  oftice^r  Iw^for**  whom  it  Is  taken,  shall  be  inuneillately  transmitted  to  the 
<V»mi>tn»ller  of  flic  ('urrenc-y.  and  shall  be  fih^l  and  preserve<l  in  his  office." 

These  provisions  of  the  statutes  s<»t  forth  the  sul>stantial  i>renquisltes  lo  be- 
^innin^r  business  »'xrept  an  Important  one  as  to  goiMl  faith  mentione<l  in  section 
.'>lfi9.  infra,  aiul  n»:iko  ?ic<-essary  an  Im'iTiiry  as  to  whether  they  have  been  com- 
plicil  with.  Tl-ey  are  rpiote;!  s<»  nincli  at  length  to  nn^ke  clear  the  scope  of 
«e<*tions  ."»1(IS  and  .'»1(59. 

Sections  .^»lf»><  and  ^^^C,S)  rniulre  the  <*<im]>trol1er  to  make  an  Investigation  for 
the  punx^'^  <>^  asc'ertalning  whether  an  asso<-latlon  is  entitle<l  to  his  certificate 
of  authority  to  begin  business.    They  are  as  follows: 

"  Sec.  5168.  WIu»never  a  certificate  is  transmitted  to  the  Comptroller  ot  tVNfe 
Cnifency  as  provided  in  this  title,  and  the  assocVatiow  1twv«cd\\XVbi»  XJftfe  ^».\Bft 
DOtifleB  the  comptroller  that  at  least  50  per  cent  ot  \ta  csi^VltxV  ^\.wiVL  V^^ X^^^^ 
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duly  pnid  In,  and  tlmt  such  nsstioiation  lins  complied  with  nil  the  proA^isioriB  of 
this  title  required  to  be  complied  witli  l>efore  an  ass<K'iation  shall  be  nuthortzetl 
to  ("oumience  the  busineKs  of  banking,  the  comptroller  shall  examine  into  the 
(*ondItion  of  such  ass<¥*i)itiou,  ascertain  especially  the  amount  of  mom^y  paid 
in  on  account  of  its  capital,  the  name  and  place  of  residence  of  each  of  it? 
directors,  and  the  amount  of  the  capital  sUick  of  which  each  is  the  owner  In 
good  faith,  and  generally  whether  such  association  has  c<miplie<l  with  all  the 
provisions  of  this  title  rcquinnl  to  entitle  it  to  enjra^rc  in  the  business  of  bank- 
ing: and  shall  cause  to  be  made  and  attested  by  the  oaths  of  a  majority  of  the 
directors,  and  by  the  preshlent  or  fishier  of  the  association,  a  statempnt  of  all 
the  facts  necessary  to  enable  the  c<>mptroller  to  determine  whether  the  assixda- 
tion  is  lawfully  entitled  to  connnenci*  the  business  of  banking.*' 

*•  Sec.  5161).  If,  upon  «  careful  examination  of  the  facts  so  reported,  and  of 
any  other  facts  which  may  come  to  the  knowle«lgc  of  the  comptroller,  whether 
by  means  of  a  special  commission  appolnt<Ml  by  him  for  the  imrpose  of  Inquiring 
into  the  c^uidition  of  such  association,  or  otherwise,  it  apinmrs  that  such  asso- 
ciation Is  lawfully  entitknl  to  conunenct^  the  buslm\ss  of  banking,  the  comptroller 
shall  give  to  such  association  a  certilicate  under  his  hand  and  official  seal, 
that  such  a.ss(K*ia(ion  has  complietl  with  nil  the  provisions  require<l  to  be  com- 
pliiHl  with  before  conunencing  tlu*  business  of  banking,  and  that  such  associa- 
tion is  authorized  to  commence  such  business.  But  tlie  comptroller  may  with- 
hold from  an  association  his  certificate  authorizing  the  commencement  of  busi- 
ness whenever  he  has  reason  to  suppose  that  the  .shareholders  have  forme<l  th«» 
same  for  any  other  than  the  legitimate  objects  contemplated  by  this  title." 

If  '*  condition  "  connotes  resources  and  liabilities  only  why  should  the  comp- 
troller be  directed  by  section  5168  to  *'  ascertain  espi^cially  the  amount  of  money 
paid  in  on  accotmt  of  capital,"  as  well  as  to  examine  into  the  condition  of  an 
association.  It  is  clear  eith(»r  that  "condition"  in  section  5168  means  at  least 
those  things  which  the  comptroller  is  thereby  directed  to  ascertain  especially  and 
generally  or  that  it  is  something  entirely  other  and  different,  but  to  contend 
for  the  latter  proposition  would  be  absurd  as  no  one  would  deny  that  condition 
is  to  be  judged  in  part  on  a  knowledge  whether  subscriptions  to  capital  stock 
have  been  pnid.  In  this  section  therefore  '*  condition  "  Is  used  so  as  ^to  include 
many  things  besides  mere  resources  and  liabilities. 

It  is  hardly  necessary  to  analyze  section  5169  in  order  to  reach  the  conclusion 
that  the  word  "  condition  "  is  there  used  as  including  more  than  mere  resources 
and  liabilities.  The  "  facts  so  reported  "  include  the  fact  of  pi^vments  on  stock 
subscriptions  which  at  that  time  are  an  association's  only  asset,  generally  speak- 
ing, except  of  course  the  bonds  which  it  is  obliged  to  buy,  and  Its  liability  to 
stockholders  is  the  only  liability,  so  "  any  other  facts  "  which  the  comptroller 
or  a  commission  appointed  by  him  "  for  the  purpose  of  inquiring  into  the  con- 
dition "  of  an  association  is  to  endeavor  to  ascertain  are  facts  indicating  condi- 
tion, but  other  than  the  condition  as  shown  by  resources  and  liabilities,  and 
without  endeavoring  to  determine  what  sorts  of  things  *'  any  other  facts  "  might 
be  supposed  to  show  they  are  at  leaist  of  a  kind  which  may  aid  the  comptroller 
to  perform  one  of  his  duties  prescribed  by  the  section  in  the  words  already 
quoted ;  that  is :  ♦  *  ♦  "  But  the  comptroller  may  withhold  from  an  associa- 
tion his  certificate  authorizing  the  commencement  of  business  whenever  he  has 
reason  to  suppose  that  the  shareholders  have  formed  the  same  for  any  other 
than  the  legitimate  objects  contemplate<l  by  this  title." 

With  the  exception  of  section  5240,  possibly  the  most  suggestive  provisions  of 
the  act  in  aid  of  an  interpretation  of  section  5211  are  those  provisions  of  sec- 
tion 5169  (supra),  for  in  it  "condition"  is  practically  defined  so  as  to  include 
every  fact  relating  to  a  bank,  including  those  showing  an  intention  to  use  the 
as.sociation  for  "  any  other  than  the  legitimate  objects  contemplated  "  by  the  act 

The  provisions  of  section  3  of  chapter  290,  Act  of  July  12,  1882,  22  Stat  L., 
162,  lead  to  a  similar  conclusion.  That  section  relates  to  the  granting  by  the 
comptroller  of  permission  to  extend  the  period  of  the  corporate  existence  of  an 
association  and  i)rovldes  as  follows: 

"That  upon  the  receipt  of  the  application  and  certificate  of  the  association 
provided  for  in  the  preceding  section,  the  Comptroller  of  the  Currency  shall 
cause  a  special  examination  to  be  made,  at  the  expense  of  the  association,  to 
determine  Its  condition :  and  If  after  such  examination  or  otherwise  it  appears 
to  him  that  said  association  is  in  a  satisfactory  condition,  he  shall  grant  his 
certificate  of  approval  provided  for  in  the  preceding  section,  or  If  It  appears  that 
the  condition  of  said  association  is  not  satisfactory,  he  shall  withhold  such- 
certificate  of  approval." 

Clearly  the  examination  so  prescribed  is  the  .same  st)rt  of  examination  and 
Apr  tbe  same  purpose  as  that  provided  for  In  section  5169  of  the  Revised  Stat- 
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utes  above  quoted  relating  to  the  inqalry  before  granting  permission  to  begin 
businesB. 

Congress  having  in  sections  5168  and  5169  used  the  word  '*  condition  "  in 
indicate  an  inquiry  of  the  broadest  scope  to  l>e  made  by  the  comptroller,  includ- 
ing the  question  of  intention  to  carry  out  the  legitimate  objects  contempinted 
by  the  act,  l>efore  he  shall  authorize  an  association  to  begin  businese,  and  by 
the  use  of  the  same  word  indicated  a  similar  inquiry  to  be  made  by  him  before 
granting  leave  to  extend  the  period  of  corporate  existence,  to  argue  that  the 
word  "condition"  has  a  narrower  meaning  in  section  5211  is  to  contend  that 
the  comptroller  is  required  to  inform  himself  so  that  he  may  giiess  as  to 
future  management  but  can  not  obtain  information  as  to  actual  management. 

Se<*tion  38H  of  the  Revised  Statutes,  by  which  the  comptroller  is  required  to 
make  an  annual  reiM»rt  to  Congress,  contains  a  provision  calling  for  **A  state- 
ment exhibiting  under  appropriate  heads  the  resources  and  ItabllltteH  and  con- 
dition **  of  State  banks,  which  further  emphasizes  the  argument  that  Congress 
used  the  word  "  condition  *'  to  mean  more  than  resources  and  liabilities.  Again 
the  provisions  of  this  section  requiring  reports  by  the  comptroller  to  Congress 
are  very  sigiiiticant.    Two  of  them  call  for — 

**  First.  A  suinniar>*  of  the  state  and  condition  of  every  associaticm  from 
whifh  reiM»rts  have  been  receive*!  the  preceding  year,  at  the  several  dates  to 
which  such  reports  refer,  with  an  abstract  of  the  whole  amount  of  banking 
capital  returneil  by  them,  of  the  whole  amount  of  their  <lebts  and  liabilities,  the 
amount  of  ctifulatiiig  notes  outstanding,  and  the  total  amount  of  means  and 
resoun-es,  siwM'ifyiiig  the  amount  of  lawful  money  held  by  them  at  the  times 
of  their  several  returns,  and  such  other  information  in  relation  to  such  asso- 
riaticMis  jis,  in  his  judgment,  may  be  useful." 

••  Thlnl.  Any  anuMidmeiit  to  the  laws  relative  to  banking  by  which  the  system 
nniy  hv  imi»rove<l.  and  the  security  of  the  holders  of  Its  notes  and  other 
creditors  may  be  increased." 

An  (examination  of  the  original  national  bank  act  and  of  the  subsecpient  legis- 
lation in  regard  to  banks  discl(»ses  the  fact  that  the  word  "  condition  "  was  used 
several  limes  in  those  acts,  and  the  various  changes  In  the  language  use<l  which 
calls  for  the  making  of  reiwrt'^,  throw  some  light  on  the  question  now  under 
ctonsideration. 

Section  24  of  tlie  act  of  18G3,  being  the  original  act,  provides  for  quarterly 
reports  to  Ik»  made  to  the  comptroller,  which  reiwrts  are  to  be  verifie<l  by  the 
president  and  cashier.    The  section  reads  in  part  as  follows: 

**  The  reiM»rt  hereby  reiiulreil  shall  be  In  the  form  prescribed  by  the  c*omp- 
troller  and  shall  contain  a  true  statement  of  the  condition  of  the  association 
making  such  report  before  the  transaction  of  any  business  on  the  morning  of 
the  tlay  siiecitied  next  preceiUng  the  date  of  such  rei>ort  in  respect  to  the  fol- 
lowing items  and  particulars,  to  wit :  Ix>ans  and  discounts,  overdrafts  due  from 
hanks,  amount  clue  from  the  directors  of  the  association,  real  estate,  specie, 
imsh  items,  st(M*ks,  bonds  and  promiasory  notes,  bills  of  solvent  banks,  bills  of 
susi»ended  banks,  loss  and  exi)ense  account,  capital,  circulation,  profits,  am(»unt 
due  to  banks,  amount  <lue  to  individuals  and  cori^orathms  other  than  banks, 
amount  due  to  the  Treasurer  of  the  United  States,  amount  due  to  <leposlt(»rs  on 
demand,  amount  due  not  includeii  under  either  of  the  above  headings." 

The  seitlon  then  provided  that  the  comptroller  should  publish  abstracts  of 
these  reiMirts  and  that  in  addition  to  such  quarterly  reports  the  assooiathms 
doing  business  in  certain  cities  should  "  publish  or  cause  to  be  publlshe<l  on  the 
morning  of  the  first  Tuesday  in  each  month,  in  a  newspaper  printed  in  the  city 
in  which  the  association  making  such  report  is  located,  to  be  designated  by  the 
Comptroller  of  the  Currency,  a  statement  under  the  oath  of  the  president  or 
cashier  showing  the  condition  of  the  association  making  such  statement  on  the 
morning  of  th»»  <l:iy  next  ine<-e<llng  Hie  date  of  such  statement  In  resi>ect  to  the 
foll<»wing  items  and  particulars,  to  wit  :  Average  am<mnt  of  loans  and  discounts, 
siK'cle.  dei>oslts,  and  circulation." 

StHiion  ',i4  (»r  the  act  (»f  June  3,  18G4.  provided  for  quarterly  rei)orts  verlrte<l 
bv  the  president  or  <nslii«r  which  should  "exhibit  In  detail  and  under  appro- 
priate headinirs  the  resources  and  liabilities"  of  the  association,  and  that: 

•*In  addition  tf)  the  nuJirterly  reports  requiretl  by  this  section,  every  associa- 
tion shall,  on  the  first  Tuesday  of  each  month,  make  to  the  Cimiptroller  of  the 
Currencv  a  statement,  under  the  oath  of  the  president  or  cashier,  showing  the 
(wndltioii  of  the  association  making  such  statement,  on  the  morning  of  the  day 
next  preceding  the  date  of  such  statement,  in  respect  to  the  following  Items 
and  particulars,  to  wit:  Average  amcmnts  of  loans  and  discounts,  specie,  and 
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other  lawful  money  IielongiDg  to  the  association,  deiHNiitSi  and  circiilatiuiL  And 
}iS8<H*iutlons  in  other  places  than  those  cities  nunie<l  in  the  thlrty-tirst  section  of 
this  uct  shall  also  i*eturn  the  amount  due  them  available  for  the  redemption  of 
their  circulation." 

By  se<.'tion  1  of  the  act  c»f  March  3,  1869,  it  is  providetl  anions  other  thlnj^^ 
**  that  In  lieu  of  all  reports  requiretl  by  section  34  ot  the  national  currency  act 
every  association  shall  make  to  the  (Comptroller  of  the  C'urrency  not  less  than 
live  rei)orts  during;  each  and  every  yt»ar  acconlini;  to  the  form  which  may  be 
prescribeil  by  him,  veritied  by  the  oath  or  uttirniHtioii  of  the  president  (»r  cashier 
of  such  ass<M*iation  and  utteste<1  by  Itu*  si^uiture  of  at  letist  three  of  the  direr- 
tors,  which  re|)ort  shall  exhibit  in  detail  and  iwder  a^tpriHiriate  heatls  tbe  re- 
sources and  liabilities  of  the  associaticui  at  the  close  of  busint^s  cm  any  past 
day  to  l)e  by  him  spei'itie<l."  and  then  i»rovides  for  transmission  of  the  report* 
to  the  <*«)mptroller  and  their  publication  in  the  newspapers,  and  further: 

**And  the  comptridler  shall  have  i»ower  to  call  for  special  ivp<irts  from  any 
particular  association  whenever  in  his  judfnnent  the  same  shall  l>e  nei*es8iiry  in 
order  to  a  full  an<l  complete  knowledjre  of  its  condition." 

It  Wiis  ar^ue<l  by  c<iunsel  for  the  plaintiff  that  the  live  iv^ular  re|X)rts  now 
provitle<l  for  by  se<-tion  5211  of  the  Kevlse<l  Statuti»s  are  known  throuie:hout  the 
business  world  as  '*  reiMirts  of  condition,"  and  that  therefore  the  word  "con- 
dition" as  useil  In  section  5211  slumld  be  taken  as  meaning  the  condition  iu 
resi>e<'t  to  resour<*t»s  and  liabilities  si>lely.  but  the  original  use  of  the  word  in 
section  24  of  the  Act  of  February  25,  1863.  namely,  ''conditt(»n  *  ♦  ♦  in 
resiHHt  to  the  following  items  and  purtlculars,  to  wit:  loans  and  <lisc<mut8,** 
etc.,  permits  a  clear  infei'ence  that  Congress  was  merely  calling  for  the  reports 
as  to  certain  items  and  particulars  tending  to  show  the  condition  (»f  the  l>ank. 
and  not  that  the  condition  of  the  bank  could  lie  completely  disclosed  by  a  state- 
ment of  those  Items  and  particulars,  or  by  similar  items  ami  particulars,  and  the 
same  Inference  may  be  (Irawn  from  a  similar  use  of  the  word  '*  c<»nditlon  "  in 
that  part  of  the  section  calling  f(»r  reiM>rts  from  banks  in  certain  si)ecltled 
cities;  and  when  we  come  to  secticHi  34  of  the  act  of  June  3.  18G4.  we  find  the 
word  '*  ocmdltlon  "  omitted  from  the  earlier  part  of  that  section  nnd  the  items 
to  be  state<l  are  not  s|>ecllied  but  the  reiwrts  are  n»qulre<l  to  show  "  the  i-e- 
sourc«»s  and  liabilities"  according  to  a  form  ti>  be  prescrllwd  by  the  comptroller 
and  under  appropriate  hea<ls.  But  later  In  the  same  se<'tlon  as  quotecl  above 
we  Mgaln  find  the  language  '*  condition  ♦  <«  *  \\\  rosi>e<!t  to  the  following 
items  an<l  parthulars,  to  wit :  average  am<mi)t  of  Iomiis,  discounts,"  etc.  In  the 
act  of  March  3,  1809,  as  already  stated,  jirovision  is  nmde  for  a  report  of  "  re- 
sources and  liabilities  "  and  for  the  first  time  there  (wcurs  the  lu'ovlsion  au- 
thorizing the  comptroller  to  <-all  f(>r  si>eclal  reiM^rts  whenever  in  his  judgment 
the  same  shall  he  ne<'essary  in  order  ti)  a  full  and  <M)inplete  knowItMlge  of  the 
condition  of  the  hank.  A  similar  provision  is  the  one  under  iliscussion  in  .stM»- 
tii)n  5211  ol"  the  Revised  Statutes,  and  there  Is  ni>thing  to  show  that  <'i>ngress 
intended  to  put  any  Ilndtation  on  the  meanl^ig  of  the  word  "condition"  by 
confining  It  to  what  may  be  shown  by  a  statement  of  resources  and  liabilities 
or  to  indicate  any  chance  in  the  use  of  the  word  from  that  which  as  stated  Is 
clearly  injpll«Hl  in  the  original  act  of  ^HCu^  or  in  the  act  of  1S04.  The  riglit  to 
resort  to  the  previous  legislathai  for  interpretation  is  discussed  els4»wher<»  in 
this  opiidon. 

Nnmenais  oiher  stations  of  that  statute  ndght  l>e  referred  to  as  showing  h<»w 
large  are  the  p(>wers  of  the  comptroller  and  how  certain  it  is  that  Congress 
intendcnl  that  national  banking  ass<M'iations  should  be  un<ler  the  strictest  supi»r- 
vi.sion  by  him  for  the  prote<tion  of  <reditors  and  stockhohlers  and  of  the  public 
generally.  The  statute  thus  construed  makes  lawful  any  inquiry  by  the  comp- 
troller for  the  purpose  of  obtaining  information  not  only  as  to  current  items 
on  rlie  books  of  the  bank,  but  also  for  the  purpose  of  informing  himself  gener- 
ally as  to  the  management  of  the  bank. 

it  is  contended  that  the  word  "condition  "  must  be  given  its  ordinary  mean- 
ing as  defined  by  standard  dictionaries,  and  that  as  so  defiiKMl  there  It  has  not 
the  meaning  given  to  It  by  the  comptroller.  l>l<*tionarles  may  be  referred  to  for 
the  purpo.se  of  aiding  an  interpretation,  hut  they  are  an  aid  only,  and  the  tenns 
of  a  statute  are  to  be  Interpreted  with  reference  to  the  subject  matter  of  the 
legislation.  Black  on  Interpretation  of  Laws,  second  edition,  page  278.  When 
words  are  use^l  in  the  same  connection  in  different  parts  of  the  statute  they  are 
ordinarily  to  be  given  the  same  meaning.  However,  taking  the  definitions  of 
the  word  "  condition  "  as  found  in  the  <lictlonarles,  the  construction  of  the  act 
hehl  above  to  be  the  proper  one  is  in  entire  accord  with  tht»si*  definitions.  Web- 
ster, for  Instamv,  defines  "  <»on'lition  "  as  •*  Mode  (►r  state  of  being:  state  or 
situation  with  reganl  to  external  circumstances  or  Infiuenccs.  or  physical  or 
mental  /ntfffrlty,  henlth,  sfrength,  etc. :  predicament."    The  Century  r)letionnr>% 
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uniong  other  definitions,  gives  the  following:  **  The  particular  mode  of  being 
of  a  p4»rson  or  thing ;  situation,  with  reference  either  to  Internal  or  to  external 
clrcuiTistan'ces;  existing  state  or  case;  plight;  circumstances.  A  state  or  char- 
acteristic of  the  ndnd  ;♦♦♦♦»  The  Standard  Dictionary  definition  Is :  "  The 
state  or  mode  in  which  a  person  or  thing  exists;  especially,  the  manner  in 
which  [persons  or  things  are  situated  In  relation  to  their  environment ;  ♦  ♦  ♦ 
Any  one  of  the  circumstances  by  which  an  activity  or  a  mode  of  existence  is 
limited  and  modified.'* 

The  present  cnae  Is  one  of  first  Impression,  so  no  case  can  be  cited  as  control- 
ling the  conclusion  to  be  reached,  but  some  guidan(*e  is  found  In  tho  decisions. 

In  (iuthrle  r.  Harkness  (199  U.  S.,  140),  the  court  had  under  consideration 
the  question  of  the  common  law  right  of  a  stockholder  in  a  national  bank  to  In- 
8|MH*t  Its  books.  For  the  bank  it  was  contended  that  the  right  was  cut  off  by 
section  5241  of  the  Revised  Statutes  providing  that  **  no  association  shall  be 
subject  to  any  vl.sltorial  ]x»wers  other  than  such  as  aiv  authorized  by  this  title 
or  are  vested  in  the  courts  of  justice."  The  court  held  otherwise  and  in  the 
cour.se  of  Its  opinion  said  (p.  158)  : 

**The  right  of  visitation  being  a  inibllc  right,  existing  In  the  State  for  the 
pun>^>w  "f  examlng  Into  the  conduct  of  the  corporation  with  a  view  to  keeping 
It  within  Its  legal  ix)wers.  Congress  had  in  mind  In  pa.sslng  this  section  that 
In  other  sections  of  the  law  It  had  made  full  and  complete  provision  for  inves- 
tigation by  the  C^jniptroller  of  the  Currency  and  examiners  appointed  by  him, 
and.  authorizing  the  appointment  of  a  receiver,  to  take  pos.se.s8lon  of  the  busi- 
ness with  a  view  to  winding  up  the  affairs  of  the  bank.    ♦     ♦     ♦  »• 

The  court  quotes  apparently  with  approval  two  definitions  of  the  word 
"visitation,"  (me  from  First  National  Rank  of  Youngstown  t?.  Hughes  (6  Fe<l., 
Rep.  737.  as  follows:) 

"  Visitation,  In  law.  Is  the  act  of  a  sui)erlor  or  su|>erlntendlng  officer,  Avho 
visits  a  coriwratlon  to  examine  Into  Its  manner  of  conducting  business,  and 
enforces  an  observance  of  Its  laws  and  regulatbms.  Burrlll  defines  the  word 
to  mean  *  Inspection;  superintendence;  direction;  regulation.'"  The  other, 
from  Merrill  on  Corporations: 

"  Visitors  of  coriwratlons  have  power  to  keep  them  within  the  legitimate 
sphere  of  their  operations,  and  to  correct  all  abuses  of  authority,  and  to  nullify 
all  Irregular  priK'eedings.  In  America  there  are  very  few  cori>oratlons  which 
have  private  visitors,  and  in  the  absence  of  such,  the  State  is  the  visitor  of 
all  corporations." 

In  UnltcHl  States  r.  Corbett  (215  U.  S..  283),  the  court  had  under  considera- 
tion a  demurrer  to  an  Indictment  for  a  violation  of  .section  5209  by  making  a 
false  statement  In  one  of  the  regular  rei>orts  calle<l  for  by  section  5211.  and 
a  c<mtention  was  that  the  coniptroller  was  not  an  '*  agent  appointed  to  examine 
the  affairs  '*  of  a  bank.    The  court  says  at  i^age  240: 

"The  authority  conferred  l\v  this  section  u|K>n  the  comptroller  is  but  one 
among  the  cqnii)rebcnsive  iwiwers  with  which  he  Is  endowed  by  the  statute 
for  the  purpo>^*^  <>f  examining  and  supervising  the  operations  of  national  banks, 
preventing  and  tletecting  violations  of  law  on  their  part,  api>ointing  re(*eivers 
in  case  of  nec(»sslty,  etc.  From  the  nature  of  these  i)owers  it  would  seem  clear 
that  the  cc»mptroller  Is  an  officer  or  agent  of  the  UnittHl  States,  expressly  as 
well  as  impliedly  clothed  with  authority  to  examine  into  the  affairs  of  national 
banking  associations,  and  therefore  a  false  entry  made  in  a  rei>ort  to  him  is 
directly  embraced  In  the  provision  of  Revlse<l  Statutes,  section  520J).  But 
it  is  argutnl  while  this  may  be  absolutely  true,  it  Is  not  so  when  the  provision 
of  Revised  Statutes,  section  5240,  is  considered,  conferring  power  upon  the 
comptroller,  witli  the  approval  of  the  Secretary  of  the  treasury,  to  apimint 
suitable  agents  to  make  an  examination  of  the  affairs  of  every  national  banking 
association."  And  at  pnge  241,  that  these  words  '^any  agent"  are  all  embracing 
"  and  can  not  reasonably  be  held  to  exclude  the  conii)troller,  the  principal 
agent  en<lowtHl  l\v  the  statiite,  with  the  [Kiwer  to  examine  national  banks." 
Spenking  of  the  power  of  the  comptroller  the  court  says  at  page  245: 

"  It  was  undnnbtedly  within  the  iK)wer  of  the  Comptndler  of  the  Currency, 
if  the  bank  was  oiit  of  line,  or  If  its  affairs  were  in  a  disordered  or  precari«ms 
condition,  or  if  its  officers  had  embarkeil  in  transactions  calculated  to  inju 
riously  affect  tlie  financial  condition  of  the  bank,  to  apply  a  corrective,  and 
thus  .save  the  bank  from  Injury  and  future  loss    ♦     *     *  •♦     And  further: 

**  The  counts  charged  false  entries  as  to  the  amount  of  bad  debts  due  the 
bank,  as  to  the  suspended  i»aper  held  by  the  bank,  as  to  the  amount  due  the 
bank  by  Its  president  as  indorser.  guarantor,  or  otherwise,  and  as  to  the 
assets  of  the  bank,  by  reiwrtlng  that  It  owned  various  pieces  of  real  estate 
which  It  really  only  held  as  security.     *     *     *  " 
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The  opinion  of  the  district  juclpre  sustnininK  tlie  dennirrer  in  the  court  l>elow 
Kive«  emplDiHls  to  the  ruling  in  the  Supreme  C-ourt  ovorrullnp  the  demurrer. 
It  is  reiK>rtet1  in  162  Fed.  Rep.,  087.  Tiie  c<»nrt  tliere  siiid  auionj?  other  things 
(p.  688)  : 

**  The  first  question  is  wliether  the  Comptroller  of  tlie  Currency  is  an  ag^it 
api)ointed  to  examine  the  affairs  of  tlie  bank.  The  only  duty  charged  by  the 
statute  ui)on  the  ct>mptroller  is  to  n»ceive  and  publish  the  report.  The  law 
does  not  make  it  his  duty  to  examine  the  bjink  affairs.  The  receiving,  reading, 
and  publication  of  the  reiw^rt  is  not  an  examination  of  the  affairs  of  the  bank. 
The  national  banking  act  (act  June  3.  1864,  c.  106,  13  Stat,  99),  of  which 
sec'tlon  5200  Is  a  part,  provided  that  the  comptroller  should  appoint  suitable 
Iiersons  to  make  an  examination  of  the  affairs  of  every  banking  association, 
who  slumld  appoint  suitable  i>ersons  to  make  an  (^xandnation  of  the  afhiirs 
of  every  banking  association,  wh(»  should  have  iM>wer  to  luake  a  thorough 
(>xandnation  into  all  the  affairs  of  the  association,  and  who  might  examine 
any  of  the  officers  or  agents  then'of  under  oath ;  and  who  should  make  a  full 
and  detalknl  rejMirt  t(>  the  comptroller  of  the  condition  of  the  association. 
Section  5240,  Revised  Statutes  (T.  S.  (\)mp.  St.,  1901.  p.  3516).  It  was  not 
imtil  January  20.  1873,  that  the  comptroller  was  given  any  jiower  tt>  examine 
national  banks,  jind  such  power  was  restricted  to  banks  in  the  District  of 
C<)lumbia. .  Se<tion  :«2,  Revised  Statutes  (U.  S.  Ctmip.  St.,  1901,  p.  190).  It 
seems  entirely  clear  that  the  person  appo!nte<l  to  examine  the  affairs  of  a 
bank  is  one  of  the  examiners  so  to  be  appointed,  and  who  have  now  become 
a  i>ermanent  force  of  the  deiiartUient,  and  not  the  C^omptroller  of  the  Currency, 
who  is  only  to  reci^ive  and  publish  the  report.  The  statute  Is  highly  penal, 
and  can  not  be  extended  bj-  con.structlon." 

The  opinion  of  the  Supreme  Court  read  In  the  light  of  the  opinion  below 
indicates  If  it  does  n<»t  hold  the  view  tlmt  the  power  of  the  aanptroller  under 
se<rtion  5211  is  to  mil  for  a  re|)ort  of  the  affairs  of  a  bamk  Just  as  fully  at 
least  as  might  a  bunk  exandner.  In  the  present  case,  it  is  contendeil  that  the 
examiner  has  the  right  to  in<iuire  into  the  affairs  of  a  bank  and  to  get  the 
confidential  information;  that  is,  that  he  is  to  inquire  into  its  affairs,  not- its 
condition,  and  that  the  comptroller  is  limited  to  calling  for  reiM»rts  shoM^ing 
•'  ccmdltlon  "  merely. 

The  scoiM*  of  the  power  and  (»f  the  duty  of  the  comptroller  is  further  pointed 
out  in  Thomas  r.  Taylor  (224  V.  S.,  73),  passing  uiK>n  the  duty  of  directors 
to  charge  off  bad  assists  on  notice  from  the  (Mimptroller.  when  the  ("ourt  says 
at  jMige  82: 

"  Such  disregard  of  the  direction  of  the  officers  apiM»inte<l  by  the  law  to 
examine  the  affairs  of  the  b.mk  is  a  violation  of  the  law.  Their  directions 
nnist  be  observtKl.  Their  function  and  authority  can  not  be  preservetl  other- 
wise and  be  exercised  to  save  the  banks  from  dlsjister  and  the  public  who  deal 
with  them  and  support  them  from  de<reptlon.** 

In  Uidteil  States  r.  Graves  (53  Fed.  Rep.,  G34),  the  court  .says  (p.  649)  : 
*' What  Is  the  object  of  these  reports*'  (the  general  reports)  *' to  the  comp- 
troller.   UndoubttHlly  to  advise  hhn  as  to  the  condithm  and  methtnl  of  manage- 
ment of  the  bank.'* 

These  de<*lsi(ms  supiwrt  the  conclusion  reached  abov(»  on  an  examination  of 
the  statute  itself. 

In  several  paragraphs  of  the  bill  in  which  are  set  forth  the  demands  for 
siHH?ial  reiK)rts  the  plaintiff  alleges  either  that  the  Information  called  for  was 
not  necessary  to  a  full  and  complete  knowle<3ge  of  the  plaintiffs  condition, 
or  that  the  plaintiff  i$  not  advise<l  in  what  respect  such  infornuitlon  Is  pertinent 
or  necessary  to  such  knowledge,  or  that  the  subject  matter  of  the  questions 
ask«Kl  was  not  such  as  the  comptroller  was  authorized  to  call  for.  There  are 
also  allegations  in  the  bill  to  the  effect  tliat  the  action  of  tlie  comptroller 
In  demanding  reports  was  arbitrary,  and  that  the  information  sought  Is  not 
such  as  would  be  recjulred  by  any  comptroller  animated  simply  by  a  desire 
to  d<»  his  duty.  The  contention  of  the  plaintiff  is  understocKl  to  be  tlmt 
because  of  what  is  so  alleged,  coupled  with  the  facts  .stattnl,  the  burden  is 
uiHui  the  comptroller  to  disclose  facts  from  which  the  court  may  judge  of 
the  pertinence  of  the  Infornwitlon  which  he  sought  to  4)btain.  United  States  t\ 
Poherty  (27  Feil.  Rep..  730)  is  cited  as  an  authority  for  this  c<mtcntlon. 
That  was  an  action  brought  to  recover  of  the  defendant  i\  i>enalty  for  declining 
to  answer  a  question  asked  him  by  a  custondiouse  appraiser  in  reference 
to  the  price  of  cc»rtaln  g<¥Hls  which  were  under  appraisom*»nt.  Tlie  defendant 
had  no  interest  in  the  Importation  and  it  was  sought  to  exandne  hlui  merely 
as  a  witness,  but  he  objected  that  the  disclosure  sought  for  would  be  prejudicial 
to  his  bnsine.ss  and  that  he  was  not  legally   required  to  answer  a  question 
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which  relate<l  to  the  prho  at  which  the  owner  of  the  tfCMMls  ha<l(llivete<l  his  , 
agent  to  deliver  them  in  New  York. 

Section  2902  of  the  Iievl»e<l  Statutes  made  It  the  duty  of  th«»  appraisers 
**  hy  all  reasonable  ways  and  means  In  their  power "'  to  ascertain,  estimate, 
and  appraise  "the  true  and  actual  market  value  of  the  merchandise  at  the 
time  of  exi)ortatlon  in  the  principal  markets  of  the  country "  fnmi  which 
the  articles  had  l»een  Imixirted  Into  the  United  States,  and  for  that  |)un>o8e 
the  appraisers  were  authorized  hy  section  2922  "to  call  before  them  and 
4^xamine  on  oath  any* owner  or  lmi)orter,  conslpne«\  or  other  perwm,  t<mchlnp 
any  matter  or  thing  which  they  nuiy  deem  material  in  ascertaining  the  market 
value  or  wholesale  pri<*e  of  any  merchandise  lmporte<l.**  and  a  i>enalty  was 
provided  for  against  any  one  who  declined  to  answer  any  Interrogatories  when 
so  required  by  the  appraiser. 

The  court  stated  that  there  were  two  questions  to  l)e  considered:  first, 
whether  the  power  and  discretion  veste^l  In  the  appraisers  were  unlimited 
and  not  subject  to  any  review  or  question  by  the  court  In  any  action  brought 
for  the  penalty ;  and,  second,  if  limited,  whether  the  inquiry  in  this  instance 
was  material.  The  court  held  that  the  power  of  the  appraiser  Is  controlled  by 
the  rule  of  statutory  ccmstruction  that  limits  the  general  words  of  statutes 
giving  a  discretion  apparently  unllmltetl  to  a  legal,  reasonable,  and  just  dis- 
cretion having  reference  to  the  objects  of  the  statute,  saying  that  the  verj* 
language  of  the  statute  constnie<l  with  others  In  pari  materia  Indicates  a 
similar  restriction.  The  opinion  points  out  that  in  suits  growing  out  of 
alleged  under>'aluations.  the  courts  will  not  permit  evidence  showing  the 
price  at  which  the  manufacturers  contracte<l  to  deliver  similar  gocnls  In  this 
<-ountry  except  In  cases  of  fraud  or  concealment  or  In  the  abfjpuce  of  the  ordlnnrj' 
and  appropriate  means  of  Information  as  to  the  foreign  value.  It  further 
stated  that  although  the  appraiser  had  been  calleil  as  a  witness  he  had  not 
testified  that  he  deemed  )in  answer  to  his  Inquiry  to  be  material  to  the  ap- 
praisement, and  that  there  was  no  allegation  of  con<*ealment  or  proof  or 
suggestion  of  Inal^ility  to  ascertain  the  foreign  value  in  the  ordinary  ways,  and 
that  there  was  no  element  of  fraud  and  nothing  ex<*eptl<mal  In  the  clrcum- 
stan<*es  of  the  case:  and  further,  that  It  did  not  appear  In  any  way  how  nmch 
or  how  little  other  evidence  the  appraiser  had  as  to  the  market  value  In  the 
principal  markets  of  the  country  of  exi)ortatlon. 

In  I'nlte<l  States  r.  Doherty  the  court  found  a  limitation  on  the  power  of  the 
official  on  a  consideration  of  the  general  puri>o.ses  of  the  statute  under  which 
he  claimed  to  be  acting.  The  Inquiry  which  he  was  authorize<l  to  make  was 
for  a  definite  and  concrete  pun>ose.  namely,  the  ascertainment  of  the  market 
value,  words  which  have  m  well-known  significance  and  describe  a  subject- 
matter  Inquired  into  l)y  courts  ainl  juries  in  hundreds  of  cases:  and  the  hold- 
ing of  the  court  was  in  sui)stance  that  as  the  appraiser,  even  though  he  had 
the  Information  could  not  lawfully  use  it  in  determining  foreign  market  A'alue, 
it  would  be  unreasonable  to  fine  a  recalcitrant  witness  for  the  failure  to  give 
useless  Information.  The  court  indnted  out,  as  already  stated,  that  under 
some  clrcumstamces,  namely,  in  case  of  fraud  or  c(mcealment  or  inability  to 
as<vrtaln  foreign  market  value  otherwise  than  by  an  inquiry  Into  the  price  of 
delivery  at  New  York,  the  New  York  price  might  be  shown,  which  seemed  to 
be  the  application  of  a  sort  of  "  best  evidence  "  rule. 

In  the  present  case  the  word  **  condition  "  has  no  adjudge<l  meaning  such  as 
have  the  words  "market  value."  Again  the  word  "c<m(lltion"  is  a  very  com- 
pr(»hensive  word,  as  the  connection  In  which  it  Is  used  Indicates.  The  market 
value  of  an  article  means  the  price  at  which  it  is  offere<l  on  the  market  to 
buyers  generally  and  accepted  by  them.  The  condition  of  a  cor|)oratlon  may 
be  determined  in  some  cas<»s  on  a  consideration  of  only  a  few  circumstances, 
whereas  the  c<mdltion  of  another  corporation  may  be  |>ossible  of  ascertainment 
only  upon  a  knowledge  of  circumstances  of  many  different  sorts,  a  determlna- 
tUm  of  which  Involves  no  such  simple  Inquiry  as  the  ascertainment  of  market 
value. 

In  United  States  r.  Doherty  it  was  not  stated  that  the  appraiser  must  show 
fraud  or  concealment  in  order  to  i)ermlt  an  Investigation  Into  the  New  York 
price,  but  apparently  the  c<nirt  meant  that  there  should  be  some  Indication  of 
a  belief  that  the  matter  has  In  it  elements  of  fraud  or  concealment,  and  again, 
the  court  intimated  that  If  the  appraiser  had  shown  that  he  had  exhausted  all 
sources  of  infornmtlcai  as  to  the  market  price  abroad  he  might  be  permitted 
to  Inquire  into  the  New  York  price. 

144936—19 ^24 
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The  functions  of  the  comptroller  are  entirely  unlike  those  of  the  appraiser 
which  were  passed  upon  in  United  States  v.  Doherty  and  that  case  Is  not  aii 
authority  which  supports  the  contention  of  the  plaintiff  here. 

What  the  court  underntands  to  l>e  the  meaning  of  the  plaintiff  In  oharginfr 
as  alH)ve  lndl(*ated  that  the  ('i)mpt roller  acted  arbitrarily  Is,  as  stated  in  some 
of  the  cases,  that  there  was  such  a  jn'oss  abuse  of  discretion  as  amounts  to 
a  total  lack  of  authority.  That  stateuMMit  has  been  made  In  numerous  cases, 
but  no  one  has  been  brought  to  the  attention  of  the  court  In  which  the  prin- 
ciple so  state<l  was  actually  applied  unless  It  Ik;  the  cjis*  of  Myles  Suit  Co.  r. 
Board  of  Commissioners  of  Iberia  and  St.  Mary*s  Drainage  District  et  al.. 
supra,  and  referred  to  m4)re  at  lenprth  below.  In  Interstate  Commerce  Com- 
mission r.  Illinois  Ontral  U.  U.  (^o.  (2ir»  U.  S.,  452)  the  court  says  at  page  470: 

"  Beyond  controversy,  in  determining  whether  an  order  of  the  c^ommlsslon 
shall  l)e  suspendt^l  or  set  aside,  we  must  consider  (a)  all  relevant  questions 
of  ctmstitutional  power  or  rljrht,  (h)  all  pertinent  questions  as  to  whether  the 
administrative  order  is  within  the  8<*oi>e  of  the  delepited  authority  under 
whi(?h  it  puriMirts  to  have  been  made,  and  (c)  a  proiKwltlon  which  we  state 
lndei)endently,  although  In  its  essence  it.  may  l>e  contained  In  the  previous  one. 
viz,  whether,  even  although  the  order  be  In  form  within  the  delegated  po^-er. 
neverrlu»less  it  must  l)e  treatecl  as  not  embraced  therein,  liecause  the  exertion 
of  authority  which  is  questioned  has  been  mnnifeste<l  in  such  an  unreasonable 
manner  as  to  cause  it.  in  truth,  to  be  within  the  elementary  rule  that  the  sulv 
stance,  and  not  the  shadow,  deterndnes  the  validity  of  the  exercise  of  the 
power.  (Postal  Telegraph  Cable  Co.  v.  Adams,  155  V,  S.,  688,  698.)  Plain 
as  It  Is  that  the  powers  just  stated  are  of  the  essence  of  judicial  authority,  and 
which,  therefore*,  may  not  be  curtailt*<l,  and  whose  discbarge  may  not  l>e  by  us 
in  a  pn»i>er  case  avoided,  it  is  (Hiually  plain  that  such  ]ierennial  iwwers  lend 
no  support  whatever  to  the  proposition  that  we  may,  under  the  guise  of  exert- 
ing judicial  ixiwer.  usun)  merely  administrative  functions  by  setting  aside  n 
lawful  adndnistrative  order  uinm  our  conception  as  to  whether  the  adminis- 
trative iM>wer  has  been  wisely  exen'istnl." 

In  United  States  r.  Ixuiisville  &  Nashville  U.  K.  Co.  (2Sr>  U.  S.,  314),  ni 
page  321),  the  court  says : 

*'  In  view  of  the  doctrine  announced  in  Int<'rstate  (Van.  Com.  r.  Illinois  CeiU. 
R.  R.,  (215  IT.  S..  452),  Interstate  Com.  (Van.  r.  Delaware  L.  &  W.  R.  Co.  (220 
U.  S.,  235).  InterstJite  C<nn.  Com.  i\  Ixiuisville  &  Nashville  R.  R.  (227  U.  S.. 
88),  it  plainly  results  that  the  court  l>elow,  in  substituting  Its  judgment  as  to 
the  existence  of  preference  for  that  of  the  connnissi<»n  on  the  ground  that 
where  there  was  no  dispute  as  to  the  facts  it  had  a  right  to  do  so,  obviously 
exerted  an  authority  not  conferre<l  uimmi  it  by  the  statute.  It  is  not  disputable 
that  from  the  beginning  the  very  puri>ose  ft>r  which  the  ctunndsslon  was 
created  was  to  bring  into  existence  a  body  which  from  its  i»eculiar  character 
would  be  most  tttteil  to  primarily  de<'lde  whether  from  facts,  disputed  or  un- 
disputed, in  a  given  case  preference  or  discrimination  existed.  (East  Tenn.  etc 
Ry.  Co.  r.  Interstate  Com.  Com.,  181  U.  S..  1,  23-20.)  And  the  amendments 
by  which  it  came  to  pass  that  the  findings  nf  the  connnissioii  were  made  not 
merely  i>rima  facie,  but  conclusively  correct  in  case  of  judicial  review,  except 
to  the  extent  pointed  out  in  tlie  Illin<»iH  (Central  and  other  cases,  supra,  show 
the  progressive  evolution  of  the  legislative  purix»se  and  the  Incvltadde  ciuifllci 
which  exists  between  giving  that  inni)ose  efft^ct  and  uph<»lding  the  view  (»f  the 
statute  taken  by  the  court  below.  It  can  not  be  otherwise,  since  if  tin*  view 
of  the  statute  upheld  below  be  sustainetl  the  commission  would  be(H)me  hut  a 
mere  instrument  for  the  puriM)se  of  taking  testimony  to  be  submitted  to  the 
courts  for  their  ultimate  action." 

In  United  States  ex  rel.  N:ille  r.  Oyster  (31  App.  1>.  ('..  311),  at  imge  ,320. 
the  court  says : 

•*  We  conceive  it  to  be  the  duty  of  the  <*ourt  to  <-onstrue  this  statute  lil)erally. 
so  as  to  give  the  boanl  as  broad  discretion  as  i)ossible  in  carrying  <mt  its  ob- 
jects. Public  i»olicy  <leniands  that  in  the  nuinagement  and  ironlrol  of  the  public 
schools  tinjil  administrative  authority  shall  be  somewhere  vested.  Here  It  Is 
v(»sted  in  the  Board  of  Education  of  the  District.  It  Is  not  the  duty  or  pre- 
rogative of  the  courts  to  interfere  by  writ  of  mandamus  with  the  Ixmrd  In 
the  exercise  of  its  discretion  in  matters  i)ertaining  to  the  control  and  manage- 
ment of  the  public  schools  of  the  District,  luiless  there  is  such  a  gross  abuse  of 
discretion  as  amounts  to  a  total  lack  of  authority  to  act. 

"The  extraordinary  writ  of  numdanuis  will  not  be  granted  to  correct  mere 
errors  of  judgment  committeil  by  the  board,  so  long  as  it  acts  within  the  au- 
thority conferred  by  statute.    If  the  board  had  power  to  dismiss  relator  upon 
the  recommendation  of  the  superintendent  of  schools,  without  granting  her 
sueA  a  hearing  ns  Is  provided  for  In  section  10  of  the  act.  we  will  not  stop  to 
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inquire  into  the  method  employed  by  the  board  in  arriving  at  its  decision. 
If  the  power  exists,  the  writ  can  not  issue;  if  the  board  had  jurisdiction  to 
act.  the  writ  nmst  i>e  denie<I.  The  writ  will  not  issue  to  correct  errors  when* 
jurisdiction  exists.'* 

It  is  obvious  that  an  inquiry  as  to  wliether  or  not  official  action  is  so  arbi- 
trary as  to  amount  to  a  total  lack  of  authority  is  a  mixed  question  of  law 
and  fact,  an<l  therefore  that  a  review  of  the  authorities  passing  upon  statutes 
totally  different  in  purpose  from  the  one  here  under  consideration  would  uot 
be  of  any  particular  value,  for  nothing  could  be  derived  from  such  an  examina- 
tion for  the  purpose  of  the  present  case  except  a  statement  of  the'  general 
principle  laid  down  in  the  cases  just  quoted.  Another  rule  fairly  deducible 
from  those  cases  is  that  an  act  can  not  be  held  to  be  arbitrary  if  it  is  reasona'bly 
related  to  a  particular  lawful  purpose  or  unless  the  court  can  say  that  the 
means  have  no  reasonable  relation  to  the  end.  Such  is  the  test  applie<l  in 
regard  to  legislation  claimed  to  be  unconstitutional.  (See  Atlantic  Ck)ast  Line 
V.  Ga.,  234  U.  S.,  280,  287,  288 ;  Noble  State  Bank  r.  Haskell,  219  U.  S.,  104, 
142.) 

Another  case  in  which  the  Supreme  Court  speaks  of  power  arbitrarily  exerted 
Is  Myles  Salt  Co.  v.  Board  of  Commissioners  of  Iberia  and  St.  Mary  Drainage 
District  et  al.,  supra.  The  court  held  that  the  drainage  commissioners  acted 
arbitrarily  when  they  Included  the  plaintiff^s  land  in  a  drainage  district.  The 
bill,  however,  stated  facts  to  show  that  the  plaintiiTs  land  could  xiot  be  bene- 
fited by  any  drainage  project,  but,  on  the  contrary,  that  the  land  being  high 
and  rolling,  the  drainage  was  already  excessive  and  that  washing  and  erosion 
were  serious  problems.  The  bill  alleged  that  the  property  was  included  in 
the  district  not  in  the  exercise  '*  of  legal  legislative  discretion,  and  not  because 
the  scheme  of  drainage  would  inure  to  the  benefit,  of  the  property  even  in- 
directly, but  for  the  purpose  of  deriving  revenues  to  the  end  of  granting  a 
special  benefit  to  the  other  lands  subject  to  be  improved  by  drainage  without 
any  benefit  to  plaintiff  or  its  property  whatever,  present  or  prospective." 

These  conclusions  were  warranted,  however,  by  the  facts  distinctly  and 
clearly  alleged,  and  the  court  said : 

**  We  are  not  dealing  with  motives  alone,  but  as  well  with  their  resultant 
action ;  we  are  not  dealing  with  disputable  grounds  of  discretion  or  disputable 
degrees  of  benefit,  but  with  an  exercise  of  power  determined  by  considerations 
not  of  the  improvements  of  plaintiffs'  property,  but  solely  of  the  improvement 
of  the  property  of  others — ^power,  therefore,  arbitrarily  exerted,  Imposing  a 
burden  without  a  compensating  advantage  of  any  kind." 

In  other  words,  the  case  holds  in  substance  that  a  mere  allegation  of  arbi- 
trary action  is  not  sufficient  where  the  matter  is  one  involving  the  exercise  of 
judgment  and  discretion,  but  that  the  plaintiff  must  allege  facts  to  show  that 
the  action  is  arbitrary  and  in  reality  beyond  the  official  power  of  the  person 
undertaking  to  exercise  It.  That  the  averment  that  an  act  is  arbitrary  is  a 
statement  of  a  conclusion  of  law  merely  is  held  in  Collins  v.  Johnson  (237  U. 
S.,  502). 

The  fact  must  not  be  overlo<»ke<l  that  Congress  in  the  national  bank  act  has 
provided  In  one  instance  for  restraint  of  the  comptroller  by  the  courts.  Section 
5237  i)r<)vides  that  whenever  proceecllngs  have  l)i*en  taken  against  a  bank  haseil 
upon  an  allegation  of  a  failure  to  recleem  its  circulating  notes  the  bank,  if  it 
denies  having  don<»  so,  nniy  apply  to  a  United  States  court  to  enjoin  further  pro- 
cee<lings  looking  to  the  appointment  of  a  receiver.  By  section  .5239  it  is  pro- 
vided that  for  a  violation-l)y  the  direct(»rs  of  any  of  the  provisions  of  the  act, 
the  rights,  privileges,  and  franchises  of  the  association  shall  be  thereby  for-. 
feltiKl,  but  that  such  violation  shall  be  determined  in  a  suit  brought  for  that 
puri)Ose  by  the  comptroller. 

In  the  iiresent  case  it  must  l)e  l;c[)t  in  mind  that  the  comptroller  Is  not  adjudi- 
cating rights  as  betwt»en  adversary  parties;  that  he  is  not  seeking  to  put  into 
oi>eratlon  any  power  of  taxation  ;  that  he  is  not  undertaking  to  deprive  the 
plaintiff  of  any  privilege  conferred  l)y  law  such  as  the  right  to  use  the  mails; 
that  lie  Is  not  se«»king  to  take  property  of  the  bank  under  legislative  sanction, 
but  is  merely  endeavoring  to  get  information  to  use  for  the  public  benefit  and 
about  the  affairs  of  a  cori>oration  chartereil  by  the  same  legislative  body  that 
authorizetl  him  to  call  for  the  information  and  gave  him  visitorial  powers  which 
are  i>owers  of  sui)er vision,  direction,  and  correction.  That  those  powers  are  of 
the  widest  scoihj  is  indicate<l  by  the  use  (►f  the  word  "  visitorial "  In  the  statute, 
by  a  conshleration  of  the  cases  above  cited  and  of  the  clearly  indicated  purposes 
of  the  act  Itself.  Those  iM»\vers  are  to  be  exercis«Ml  for  the  purpose  of  obtaining 
information  ft»r  the  protection  of  the  public,  of  depositors,  atnd  of  stockholders 
and  were  conferreil  on  the  assumption  that  some  bank  mana^euvewl  \\ow\<i  wsft^ 
the  dosest  scrutiny  because  dishonest  or  otherwise  dan?j.eTo\\s,    ^c\  \\\v:\\vcv^tw\. 
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Is  nefHleil  to  slunv  tlini  the  aflfnirs  of  Imiiks,  ospwiHlly  of  liirjre  banks,  are 
numemus  mid  coiuplicattMl.  The  (*onrt  will  take  judicial  notice  of  tlie  fact  tliat 
notwithstaiKlin^  nirefnl  exainiiiutloiis  hy  examiners  and  by  cuniptn tilers,  Imd 
praetlc-es  In  banks  have  Imm-u  sn<*<*essfnlly  i-ovenMl  up  an<l  not  Iteinf;  disclORed  iu 
time  for  the  eomptroller  to  apply  a  eorreetlve  have  letl  to  <UKAHter.  The  comli- 
tions  in  any  single  bank  may  lie  vitally  InlluenecMl  by  eondithuis  in  one  or  uiore 
banks  In  the  inuniHllate  hx-allty  or  elsewhere.  A  knowledge  of  the  conditions 
of  such  banks  consetpiently  nuiy  vitally  afTei't  the  determination  by  the  comp- 
troller to  call  for  a  report  from  such  siuxit^  bank.  (General  business  eoudlthms 
in  a  jdven  conununity  may  likewlsi*  have  an  intluemH^  uiK>n  the  <ietermliiatlou 
of  tlie  comptroller  to  call  for  infonnation  from  a  .single  bank.  All  the  facta  aud 
circumstances  suri*oundlng  a  given  situation  may  l>e.  and  usually  would  l»e,  un- 
known to  the  court  in  advance  of  judicial  inciuiry. 

It  Is  argued  that  the  (tunptroller  has  no  right  to  go  into  fi&st  transactions 
which  have  beiMi  clostnl  for  a  cimsiderabl  length  of  time.  This  argument  car- 
ried to  its  possible  extreme  would  prevent  the  comptroller  from  obtaiuiug  any 
information  In  regard  to  an  Item  contained  in  a  regidar  report  several  weeks 
after  it  was  UIimI  if  the  bank  ofiicers  should  reisirt  that  a  particular  transaction 
was  close<l  and  that  the  Item  was  no  longer  on  the  books  of  the  bank  aa  an 
existing  transaction.  The  bank  examiners,  as  is  well  known,  go  over  the  books 
of  a  bank  and  frecpiently  discover  defalcations  or  irregular  practices  running 
over  several  years  notwithstanding  many  previous  examinations  for  which 
irregularities  the  present  management  is  res]K>nsible,  Valid  reasons  for  going 
back  over  the  lN>oks  of  the  bank  for  several  years  may  l>e  suggested  by  wliat 
Is  discovere<l  as  to  recent  transactions. 

The  limitations  which  courts  have  flxed  In  regard  to  interference  with  tke 
I^erformance  of  executive. duties  are  cleairly  indicated  in  Bartlett  v.  Kane  (16 
How.,  2G3.  272),  where  the  Supreme  CVmit  said: 

*•  The  Interference  of  the  courts  with  the  performance  of  the  ordinary  duties 
of  the  executive  departments  of  the  Government  would  l>e  productive  of  nothing 
but  mischief,  and  we  are  satisHeil  that  such  a  power  was  never  Intended  to  be 
given  them.**  And  that  broad  principle  was  applied  in  construing  the  national 
bank  act  in  the  following  two  erases :  Washington  National  Bank  of  Tacoma  v. 
Kckels  (57  Fed..  870,  872),  where  the  court  says: 

"  In  I«7(>  (,'ongress  pnsse<l  a  law  which,  in  terms,  gives  the  (Comptroller  of  the 
Currency  the  right  to  apimint  a  rt»ceiver  whenever  he  becomes  satlstied,  after 
an  examination,  that  a  national  bank  is  insolvent.  The  power  thus  vested  in 
the  Oomptroller  of  the  (!urrency  Is  discretic»nary,  and  I  think  the  rule  holds 
good  in  this  (rase,  as  in  others,  that  where  the  head  of  a  bureau  in  qpe  of  the 
departments  of  the  (l(»vernment  is  clotluMl  with  discretionary  powers,  and 
authority  to  Investigate  facts  and  act  upon  his  (conclusions,  his  conclusions  as 
to  the  facts  are  iinal,  and  not  reviewable  by  the  courts;  so  that  the  decision  of 
the  Comptroller  of  the  Ourn»ncy  in  this  case,  that  the  bank  Is  insolvent,  is  to 
l)e  taken  as  a  finality.  It  is  equivalent  4:o  the  fact,  whether  the  bank  is  really 
insolvent  or  not,  so  far  as  to  authorize  the  exercise  of  the  comptroller's  power 
to  put  the  bank  in  the  hands  of  a  receiver.*' 

To  the  siime  effect  is  the  decision  in  IMatt  v.  lUvbe  (57  N.  Y.,  SSQ,  343),  where 
the  court  says: 

**  The  act,  In  its  i)ecullarity  of  expression,  is  framed  to  meet  such  an  emer- 
gency, and  authorizes  the  comptroller,  when  satisfied  of  the  existonc*e  of  a  given 
state  of  facts,  to  make  the  appointment.  Such  words,  as  upon  proof  or  evidence 
indicating  it  to  be  the  design  of  the  framers  of  the  law  that  it  should  be  upon 
legal  proof  or  (»vhlence  of  the  facts  are  carefully  omitted ;  and  the  comptroller 
is  left  to  be  satlsfieil  as  best  he  can  l>e,  under  the  iieculiar  circumstances  of  each 
rase,  of  the  exlst<Mi(<'  of  the  facts  and  the  necessltj'  of  his  action." 

It  would  be  difficult  to  suggest  any  practicable  method  for  limiting  the  powers 
ol  the  exandners,  and  at  the  same  time  j)ermit  them  to  render  the  services  re- 
quirefl  of  them  althotigh  i)erhaps  a  case  might  arise  in  which  the  court  w*ould 
feel  c<mstrained  to  che<*k  the  activities  of  an  examiner;  but  as  pointed  out  In 
rnited  States  ?*.  ('orbett  (215  1'.  S.,  2:i:5).  the  comptroller  is  the  principal  agent 
to  examim*  into  the  affairs  of  the  i)ank  and  it  is  t^iually  or  more  difficult  per- 
haps to  suggest  any  practicable  plan  of  conducting  his  bureau  If  his  right  to 
act  could  be  surressiuUy  4'hallenge<l  until  he  had  satisfied  a  court  that  his  in- 
ipiiry  into  the  affairs  of  a  bank  was  ni»ces.sao'  t<»  a  knowledge  of  Its  condition, 
although  with  him.  too,  a  cast*  might  arise  perhaps  in  which  the  court  would 
control  his  attempted  exercise  of  power  merely  claime<l.  When  a  report  which 
relates  to  the  affairs  of  a  bank  is  called  for  by  a  comptroller  he  should  not  be 
required  to  come  into  court  and  before  being  permitted  to  proceed  with  iJoiB 
Inquiry  show  to  the  C(mrt  all  the  facts  and  circumstances  which  have  come  to 
hln  knowledge  in  n  hirjso  and  important  bureau  of  the  Government  on  which  he 
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Is  autlK)rize<l  to  act.  thereby  rendering  it  iniiK>sslble  i)erliai)s  for  tlie  coiui»troller 
to  save  a  failure  or  serious  loss,  or  to  apply  corre(*tlve  measures  to  remedy  a 
situation  having  in  It  elements  of  danger  unless  beyond  a  reasonable  doubt 
practically  it  c-an  be  said  that  the  information  is  not  necessary. 

The  actions  of  the  comptroller  on  the  basis  of  which  s|)ecific  charges  are 
made  to  the  effect  that  he  was  acting  in  excess  of  his  jwwers  examined  in  the 
light  of  the  views  above  expressed  must  be  upheld  as  lawful. 

The  information  called  for  by  the  comptroller  in  regard  to  the  list  of  loans  in  • 
excess  of  $5,000  secured  by  collaterals  should  have  been  furnished.  The  con- 
tention is  made  that  he  made  a  demand  -^at  the  information  be  given  **  at 
once,"  but  that  fact  can  not  be  clearly  ascertained  from  reading  the  paragraph, 
and  it  rather  appears  that  when  the  comptroller  said  that  he  wanted  the  in- 
formation at  once  it  was  merely  an  answer  to  the  suggestion  of  the  oflicers  of 
the  bank  that  they  would  take  the  matter  up  with  the  board  of  directors. 

The  demand  to  be  informed  whether  or  not  the  plaintiff  was  maintaining  a 
private  telegraph  wire  connected  with  stock  brokerage  houses  in  New  Y6rk  was 
an  eminently  proper  inquiry,  but  so  was  that  set  forth  in  the  fifteenth  paragraph 
of  the  bill  as  it  related  to' expen<lltures  being  made  at  the  time  by  the  bank. 

It  is  stated  that  the  comptroller  demanded  that  certain  officers  of  the  bank 
express  an  opinion  as  a  matter  of  law  to  the  best  of  their  knowledge  and  belief 
as  to  who  was  the  owner  of  a  certain  account  standing  in  the  name  of  **  Flather 
A  Plather."  The  allegation  is  that  the  comptroller  was  Informed  of  every  act 
respecting  this  account,  amount  thereof,  source  of  funds  credited  to  the  account, 
and  the  use  from  time  to  time  made  of  those  funds  was  fully  and  repeatedly 
stated  to  the  comptroller.  Two  officers  of  the  b^nk  at  the  time  bore  the  name 
of  Flather.  If  the  bank  knew  as  much  about  the  account  as  the  all^ation  in- 
dicates, the  court  will  not  assume  that  under  those  circumstances  It  was  vai- 
reasonable  to  call  for  an  expression  of  the  knowledge  and  belief  of  the  officers 
of  the  bank  as  to  whom,  between  the  bank  and  the  persons  named  as  depositors, 
the  fimds  really  belonged.  Possibly  if  all  facts  in  regard  to  the  account  which. 
as  the  bill  says,  were  stated  to  the  comptroller  has  been  stated  in  the  bill  for 
the  information  of  the  court,  a  different  conclusion  might  be  reached ;  but  the 
comptroller  did  have  the  facts  stated  and  having  them  may  well  have  been 
Justified  in  asking  for  the  best  of  the  knowledge  and  belief  of  the  officers  as  to 
the  ownership  of  this  account,  which  is  not  calling  for  an  opinion  on  a  question 
of  law. 

Certain  reports  were  called  for  and  a  time  longer  than  five  days  was  specified 
for  some  of  them.  It  is  not  obvious  why  the  bank  should  complain  of  the  giving 
of  a  longer  time.  The  paragraph  also  states  that  compliance  was  physically 
Impossible,  but  it  is  not  alleged  that  any  effort  was  made  to  get  an  extension 
of  time,  nor  does  it  state  what  the  demands  were,  so  as  to  permit  the  court  to 
form  any  opinion  as  to  whether  there  was  anything  objectionable  in  the  demand. 

There  was  a  demand  for  information  in  regard,  to  loans  made  by  the  plain- 
tiff, directly  or  indirectly,  to  Secretaries  of  the  Treasury  and  Assistant  Secre- 
taries of  the  Treasur>'  of  the  United  States ;  to  Comptrollers  of  the  Currency  ; 
to  national  bank  examiners  and  to  employees  of  the  comptroller's  office.  The 
demand  certainly  can  not  be  considered  an  improper  one,  especially  if  any 
officers  of  the  bank  have  been  officers  since  its  organization,  to  which  time  ref- 
erence Is  made  in  the  demand  and  the  facts  in  that  regard  should  be  fully 
stated. 

The  demand  for  information  in  regard  to  commercial  paper  being  carried  by 
the  plaintiff  was  clearly  proper,  relating  as  It  did  to  the  assets  of  the  bank. 

Tlie  details  of  the  demand  for  a  special  report  In  regard  to  United  States 
bonds  shown  in  the  regular  report  of  the  bank  are  not  sufficiently  set  forth  to 
enable  the  court  to  determine  what  is  complained  of. 

The  gist  of  one  of  the  charges  seems  to  be  that  the  comptroller  made  calls  on 
a  certain  national  bank  other  than  the  plaintiff  and  a  certain  trust  company  in 
which  officers  of  the  plaintiff  bank  were  directors  and  that  he  disregarded 
the  fact  that  while  a  national  bank  director  is  required  to  own  ten  shares  of 
stock,  directors  of  trust  companies  are  under  no  such  requirement  The  comp- 
troller has  a  right  to  make  an  inquiry  in  regard  to  ownership  of  stock  by  the 
directors  of  a  bank,  and  It  does  not  appear  what  his  demand  for  Information 
in  regard  to  the  ownership  of  stock  In  trust  companies  has  to  do  with  this 
caso  unless  it  be  to  show  the  malice  charged,  but  the  facts  are  not  set  forth 
fully  enough  to  enable  the  court  to  take  any  action  based  upon  the  alleged  im- 
proper conduct  of  the  comptroller.  Moreover  the  comptroller  has  the  same 
powers  over  trust  companies  in  the  District  of  Columbia  as  he  has  over  national 
banks.    Code,  sections  713,  714. 

The  paragraphs  of  the  bill  contain  allegations;  that  t\ve  ^^l«ii^%3aX. '^NXV\>ftSs» 
mid  that  he  would  not  believe  the  statements  of  the  p\a\tvt\^«?  Q!^c«t^\  V>KaX 
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'iTtain  leiiyiiliy  (>x:iiniiiiiti(»iis  \v«»n»  nuiil«»  by  bank  exaiiiiiici's:  ami  tliat  a  biuik 
('Xaininer  was  bnuiKiit  from  \vitb(Mi(  the  jurisdiction  of  tlie  District  of  (:«»luiubiu 
and  iiiado  a  Inn^  oxandnatinn  of  the  plainMfT's  oflifvis.  ai*(>  not  stat«Mm>iiis  of 
farts  entitling  plaintiffs  t<»  relief. 

Tiie  4*onii>ti-ol]er  rigidly  aske<l  to  be  iufoniu'd  in  n»pini  to  tlie  exiM*udituiv  of 
money  for  printinl  copies  of  tlie  <'on'es]N>ndence.  and  for  I  lie  otiier  infonnatioii 
on  that  nnitter  in  oiiler  to  enalde  Idni  to  detennine  tlie  pnipiiely  of  tliosi*  exfien- 

•  dltureM,  as  well  as  to  l»e  infomie<l  wbetlier  any  of  tlie  plaintifTs  bmiks  or  reti»rds 
lia<!  been  destroye<I. 

The  rlppiinistanc<»s  Ki]rrouii<Iin;r  tlie  denninds  f4»r  tlie  failure  to  mniply  with 
which  tiic  |»enalty  <»f  J^ruH^O  was  assessed  are  fully  set  forth  above.  That 
demand  was  two-fold:  First,  for  inftinnation  in  i-epinl  to  ail  direct  loans  made 
liy  the  bank  to  c«»rtain  of  its  tlien  olficers:  and,  sef-^uHl.  for  infonnation  In  retnml 
to  all  indire<*t  or  dunniiy  or  ciaiceale<l  loans  made  sin(*e  the  orpinixation  of 
the  luink  for  the  Iicnetlt.  directly  or  iiidire<*tly,  of  tIios4»  oflifvrs.  or  any  of  lliein, 
includii?^  all  loans  for  which  they  or  any  of  them  had  ind(»rsed  or  for  which 
they  had  funiishetl  ilie  wiioh»  <»r  any  part  of  the  collateral  by  whlcb  loans  to 
any  of  them  were  se<*ure<l :  and  for  other  infonnation  as  shown  by  the  quotation 
of  said  |>ani^raph  above.  In  the  view  which  the  nmrt  takes  of  the  power  of 
the  comiitndler  these  <leniands  wei*e  entirely  witiiin  his  ix»wers.  The  reply  of 
the  bank  it  will  Ik*  nf»t<Hl  states  that  when  the  lust  examination  of  the  Imnk  was 
<*on<lucte<l.  there  were  no  loauK  to  the  otticers  standing;  (»n  the  books:  and  like- 
wise, in  re^anl  to  the  demand  for  loans  made  to  them  undtir  c(»ver,  and  it  is  not 
<lenied  that  the  latter  s<»rt  of  loan  had  Ihkmi  made.  Kvldently  the  main  conten- 
tion sought  to  be  raise<l  by  the  >i11eKation  in  this  pani^raph  Is  that  the  tnmssic- 
ti<ins  (»f  the  s<»rt  ivferrwl  to,  liavin^  l)een  close<i  a  ifinsiderable  time  prior  to  the 
inakinfT  of  thr  demand,  were  n<it  the  pn>|H»r  subjwt  <<  intpiiry  by  the  «^Mup- 
tn»iler.  The  court  has  indlcateii  a  view  to  the  <*<»iitrary  abov*  ai'd  It  is  pen-  ctiy 
obvious  that  as  to  <*oncealed  loans  made  for  the  benetit  of  the  (»ffi(rers  of  the 
banks  no  possible  limit  Ut  the  scope  of  an  inciulry  iiy  the  <*ompt roller  could  lie 
reasonably  su^^'stinl.  The  bill  alleges  that  a  bank  examiner  had  pme  over 
tiu-  bfxiks  back  to  tlie  date  when  the  plaintilT  l)epin  io  d<»  business. 

It  is  statiMl  that  the  <'omi)tn»Iler  in  nMiuirin;;  that  i'crlain  facts  Ik»  laid  Iwfore 
the  board  of  <lirectors  did  so  for  the  punx^^***  <>f  discnMlltin^  the  plaint! flr's<>tlicers 
Irefon  tbo  boani  of  directors  and  to  drive  them  from  their  otHcial  iKi^itions. 
Tlli^:  pra<'tic<»  Is  practi<aMy  approved  by  the  Supreme  Court  of  the  Fnit^Ml  States 
in  .lo!u»s  National  Rank  r.  Yates  et  al..  decidetl  April  3,  IJMO.  in  which  case  it 
sippejire<l  that  a  letter  from  the  comptndler  '*  empliaslztHl  the  duty  of  the  direc- 
tors with  n'spe<-t  to  th(  ctniduct  of  the  bank's  aftairs;  and  it  concluded  with  a 
rcH]uest  for  a  n»ply  over  the  di!-ector>:'  *  individual  signatures.'  ** 

Tlie  bill  allejres  that  the  acts  of  the  compti-oller  were  doia*  maliciou.sly.  This 
is  merely  the  statement  of  a  <T>ncliision  of  law  not  adniitttnl  by  demurn*r.  Maliiv 
in  law  means  nothing:  m(»re  tlian  tiie  intentional  <h)in};  of  a  wnai^rtui  act  with- 
out justili<'ation  and  witiiin  the  meanin}^  of  the  delinition  sudi  jin  act  is  one 
which  ill  the  (U'dinary  coui*s('  Is  calculated  to  infrin^i'  and  does  in  fact  infrinjjn', 
ujxai  the  rights  of  anotlier  to  his  damage  unless  it  be  done  in  the  exercis*»  of  an 
c<|ual  or  suiM't'loi  ri;:lit.  Hreiinan  r.  Init^Ml  Hatti»i*s  (7*^  N.  .1.  Law.  72!)>.  The 
rompt roller  was  a<-tinj:  within  ids  |M)wers  and  in  iverformaiice  <■'  Ids  tluty  S4) 
far  as  calling:  for  the  ivi)orts  Is  com-erned,  therefore  as  no  ri^rlit  of  the  plaintifT 
was  infriiitred  he  was  not  actin;:  mallrioiisly. 

There  are  numerous  allepiti(»is  in  the  bill  inserte<l  apparently  for  the  pun»ose 
of  establishing  inalh*<»  and  showinjr  a  conspiracy,  notably  that  of  the  a<'tion  (»f 
I  he  coiiiptrollei  in  re;j:ard  to  the  Ue<l  ('i*oss  funds,  but  a  readinji  of  the  alle^ra- 
lions  in  that  r«»jrard  show  satisfactorily  that  the  defendant  Williams  as  tivasuivr 
of  the  Ked  Cross  funds  was  takiinr  iierftn-tly  proper  steps  to  obtain  tiie  iarjrest 

'possible  re\enue  from  it  while  on  deiMisii.  The  idaintltr  was  ;;iven  the  same 
opportunity  that  was  jriven  to  othei's  to  liave  tlu>s(»  deposits  nia<ie  in  it<  bank. 
.\nc»tlier  alle^ration  is  tliat  tiie  defendants  Mc.Xdoo  an<I  Williams  "  lia<l  in  ways 
which  will  be  fully  delalieti  in  tlu-  evidence  to  be  taken  in  this  suit  openly  aiul 
puldicly  in:!  infest  (Ml  their  personal  malice  toward  certain  of  the  pbiintifT's 
ollicei-s."  Without  considering  tiiat  the  ]>laiiititrs  otllc<'rs  are  not  the  bank  and 
that  tlu  dt-fendaiits  nil;rht  be  hostile  to  idainiitrs  otli<vi*s  wliiU  bein^  •"Solicitous 
fill'  il.(  w<'lfjir»  of  the  sto<-khohiers.  it  is  obvious  that  if  the  i>l!iintMT  wisb«Ml  any 
action  to  be  taken  based  on  tlie  exlsttMH*e  of  sucli  liosrility  it  should  have  staiwl 
(he  facts  fully  emaitch  t<»  iK»rmit  the  court  to  (h'terinine  tlie  existence  of  sm-h  feel- 
liiL'.  Till  otlier  alle»rati<ais  inserted  in  the  Idll  for  the  pnniose  <»f  showing  mali<v 
do  not  r<Mjuir(»  any  special  r^feremv. 

It  can  not  l.»e  successfully  ctaitendwl  tiiat  where  on  a  jriven  s(»t  of  facts  one 

ifniipin>llor  not  saUl  to  ?w*  actuattnl  by  uuilUte  may  lawfully  reach  a  tvrtaln  eon- 
vlnshm.  nrmtlwr  f*innittroUt*r  acting  in  a  slmWur  uuvuwvy  ow  w  s\\\\\\\\t  wi  of  fact.s 
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takes  such  action  at  the  risk  of  having  his  motives  inquired  into  when  he  is  said 
to  be  acting  maliciously.  To  so  hold  would  be  to  disregard  the  long  lines  of 
cases  restricting  judicial  interference  with  executive  acts. 

It  is  contended  that  a  hank  is  not  "  required  "  to  furnish  a  special  report, 
which  by  section  5311  the  comptroller  is  authorized  to  call  for  l>ecause  the  latter 
section  does  not  In  terms  require  a  bank  to  make  such  rei)ort. 

Section  5213  provides  that  "  every  association  which  fails  to  make  and  trans- 
mit any  report  inquired  under  either  of  the  two  preceding  sections  shall  be 
subject  to  a  penalty  of  $100  for  each  day  after  the  periods  respectively  therein 
that  it  delays  to  make  and  transmit  its  report    *     *     *." 

It  was  held  in  United  States  r.  Mitchell  (58  Fed.,  993)  that  a  statute  providing 
that  the  superintendent  of  the  census  be  *'  n»qulred  to  obtain  from  "  con)oratlons 
certain  information  did  not  require  the  corporations  to  give  it,  but  it  was  stated 
in  the  opinion  by  way  of  dictum  in  regard  to  another  section  of  the  statute 
directing  the  superintendent  **  to  require  from  every  railroad  corporation  the 
following  fact  *  ♦  •  "  did  require  the  companies  to  give  the  information. 
The  court  said  that  in  the  one  case  a  duty  was  imposed  upon  the  superintendent, 
but  in  the  other  It  was  Imposed  upon  the  corporation.  It  must  be  held  therefore 
that  bankft  are  re<iulred  to  furnish  the  special  reports  for  which  the  comptroller 
is  authorized  to  call. 

It  is  further  contended  that  section  5213  dt»es  not  Impose  a  i)enalty  for  fail- 
ure to  make  a  si)ecial  report,  the  argument  being  that  the  words  "  the  periods, 
respectively,  therein  mentioned  "  refer  only  to  the  flve-day  period  prescribed  for 
the  filing  of  the  general  reiM)rts  in  section  5211  and  the  dividend  reports  called 
for  by  section  5212,  and  that  "  resi)ectlvely  "  does  not  mean  the  two  sections 
respectively.  The  plain  reading  of  the  section  leads  to  a  different  conclusion. 
The-  words  **  any  report  re^iuired  under  either  of  the  two  preceding  sections" 
are  all  embracing  as  was  said  in  United  States  v.  Corbett  supra,  of  the 
words  •*  any  agent "  so  every  kind  of  report  Is  included  and  the  word  "respec- 
tively '*  assigns  the  **  peruxls  "  to  their  proper  sections.  If  the  period  mentioned 
In  each  section  had  been  five  days  and  the  word  **  respectively  *'  left  out  what 
was  intended  would  be  obvious  and  the  necessary  use  of  that  word  does  not 
make  the  meaning  obscure. 

An  examination  of  the  prevums  legislation  confirms  this  view.  The  original' 
national  bank  act  did  not  provide  that  the  comptroller  might  call  for  special 
reports.  The  provision  is  first  found  in  the  second  national  bank  act,  chapter 
IOC,  13  Statutes,  09,  section  34  of  which  act  provides  for  the  making  of  four 
general  reports  and  retiulres  that  the  banks  "shall  transmit  the  same  to  the 
comptroller  within  five  days  thereafter  *  ♦  *  and  any  bank  failing  to  make 
and  transmit  such  reiwrt  shall  be  subject  to  a  penalty  of  $100  for  each  day 
after  five  days  that  such  repeat  is  delayed  beyond  that  time." 

The  act  of  March  3,  1809,  section  1.  after  providing  for  five  regular  reports 
provided  as  follows :  '*  And  the  comptroller  shall  also  have  power  to  call  for 
special  reports  from  any  particular  association  whenever  in  his  judgment  the 
same  shall  be  necessary  In  order  to  a  full  and  complete  knowledge  of  its  con- 
dition. 

'*  Any  association  falling  to  make  and  transmit  any  such  report  shall  be  sub- 
ject to  a  penalty  of  $100  for  each  day  after  five  days  that  such  bank  shall  delay 
to    nmke    and    transmit    any    report    as    aforesaid.     ♦     •     ♦ " 

Section  2  of  that  act  provides: 

"That  III  addition  to  said  reiMirts  each  national  banking  asst»ciatlon  shall  re- 
port to  tlio  Comptroller  of  the  Currency  the  amount  of  each  dividend  declare<l 
by  .said  ass^M*iarion  and  the  amount  of  net  earnings  in  excess  of  said  dividends, 
which  reiMjrt  shall  he  made  within  two  days  after  the  declaration  of  each  divi- 
dend and  jittestefl  l)y  the  oath  of  the  president  or  cashier  of  said  association, 
and  a  failure  to  comi)ly  with  the  provisions  of  this  s(H*tlon  shall  ho  subject  such 
association  to  the  i^enalties  i>rovl<led  in  the  foregoing  section." 

In  view  of  this  jjrevious  legislation  it  can  not  be  smrcessfully  maintained  that 
Congress  intendeel  in  revising  the  statutes  to  make  any  change  as  to  what  was 
requlre<l  nor  as  to  the  penalty  to  he  Imposed.  Congress  simply  eimcted  in  three 
sections  what  had  [nwioiisly  been  contained  in  two  sections  of  a  single  act. 

The  plaintiff  contends  that  esi)ecially  in  view  of  the  fact  that  the  provisions 
of  the  statute  are  highly  iK»nal,  resort  can  not  be  had  for  interiJretation  to  the 
previous  legislation';  hut  in  Ignited  States  v.  Corbett  (215  U.  S.,  233)  where  the 
court  was  considering  an  indictment  found  for  alleged  violation  of  the  national 
bank  act,  it  is  said  at  i^age  241 : 

**  The  provision  in  (|uestlon  was  originally  contained  in  the  act  of  1864,  which, 
moreover,  forbade  certain  acts  in  tlie  transaction  of  the  affairs  of  national 
banks,  empowered  the  Comptroller  of  the  Currency  to  e^tetcVsfe  «vx^x^\sa«r5 
power,  to  call  for  reports  from  the  associations  and  to  \>T\ii^  \xvto  '^'a.i  oNXNfex 
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initbority  suhRlautiHlly  uh  found  in  Uie  laiw  ns  now  existing.  This  was  followed 
by  the  provision  Kiviufc  to  the  oomptniiler  tlie  ri^ht  to  aitpoint  snltorcltiiate  ex- 
aminers, the  wtiole  l>einK  concluded  by  a  Recti(»n  (M)ntainiuK  provisions  which  are^ 
now  substantially  emlKxiied  in  Kovlse<l  Statutes,  52r>9.** 

The  court  further  says  (p.  242) : 

"  But  the  ar^innent  Is  that,  however  coj^ent  may  he  the  consideraticms  just 
stated,  they  are  here  inapplicable,  liecause  the  statute  is  a  criminal  one,  requir- 
ing to  be  strictly  construed.  Tlie  principle  is  elementary,  but  the  application 
here  sought  to  l)e  made  is  a  mistaken  one.  The  rule  of  strict  construction  does 
not  require  that  the  narrowest  technical  meaning  l>e  given  to  the  words  em- 
ployed in  a  criminal  statute  in  disregard  of  their  context  and  in  frustration 
of  the  obvious  legislative  Intent.  U.  S.  r.  Hartwell  (6  Wail.,  885).  In  that 
case,  an.Kwering  the  contention  that  i»enal  laws  are  to  l>e  construefl  strictly,  the 
court  said  (p.  395)  : 

•*  *  1^])^  object  in  <*on.s(ruing  i)enal,  as  well  as  other  statutes,  is  to  ascertain  the 
legislative  intent.  ♦  ♦  ♦  The  words  nmst  not  be  narrowed  to  the  exdusioii 
of  what  the  legislature  intende<l  to  embrace;  but  that  intention  must  be  gath- 
ered from  the  words,  and  they  mu.st  be  sudi  as  to  le»ive  no  room  for  a  reason- 
aide  doubt  ui)on  the  subject.  *  *  ♦  The  rule  of  strict  (ronstruction  is  not 
violate<l  by  iH»rmitting  the  words  of  the  statute  to  have  their  full  meaning,  or 
the  m(»re  extended  of  two  meanings,  as  tlie  wide  popular  Instead  of  the  more 
narrow  ttHrhnlcal  one;  but  the  words  should  be  taken  In  such  a  sense,  Iteiit 
neither  one  way  n(»r  the  other,  as  will  best  manifest  the  legislative  inti^nt.' 

"  It  is  to  l)e  observwl  that  the  rule  thus  stateil  affords  no  gi'ound  for  extending 
a  penal  statute  beytnui  Its  plain  meaning.  Hut  it  inculcates  that  a  meaning 
which  Is  within  the  text  and  within  its  clear  intent  is  not  to  l>e  deftarted  from 
because,  by  resorting  to  a  narrow  and  technical  interpretation  of  particular 
words,  the  plain  meaning  may  be  distorte<l  and  the  obvious  purpose  of  the  law 
l>e  frustrated." 

In  Oceanic  Navigation  C>>.  v,  Stranahan  (214  U.  S.,  320),  where  there  was 
under  review  the  question  of.  the  right  of  the  Secretary  of  Lal>or  and  the  col- 
lector of  the  i>ort  to  exact  penalties  for  violation  of  the  immigration  law,  the 
court  made  use  of  a  report  of  the  Senate  Comndttee  on  Inmdgration,  saying 
that  while  the  conclusions  already  reached  were  clearly  sustained  by  the  text, 
yet  If  ambiguity  were  conceded  it  was  dlsi)elled  and  the  same  result  reached  by 
a  consideration  of  such  report,  which  It  was  proper  to  consider  as  a  guide  to  a 
true  Interpretation  of  the  act.  See,  also,  Hermann  t\  Edwards  (238  U.  S.,  107). 
In  wblcli  case  the  court  consi<lere<l  previous  legislation  on  the  same  subject- 
matter  and  stated  among  other  things  **  ashle  from  this  it  is  to  be  moreover 
observwl  that  the  intention  of  ( -ongre.Hs  to  make  by  the  adoptl(»n  of  the  judicial 
code  so  radical  a  change  from  the  nde  which  had  |)revalUMl  for  so  long  a  perio<l 
is  not  to  be  ludulgtHl  without  a  clesr  manifc^statiiin  of  such  pur]>os**." 

It  Is  argued  that  to  construe  the  act  as  contendefl  by  the  <'omptroller  would 
be  to  render  sections  5211,  5212,  and  5113  of  the  Revised  Statutes  unc<mstltu- 
tional. 

The  demands  made  by  the  comptroller  were  that  the  bank  make  (vrtain  r<»- 
ports.  If  the  <leniand  had  Included  the  pnxluction  of  books  and  papei*s  (»f  the 
plaintiff,  the  officers  of  the  bank  would  have  no  privilege  of  refusing  to  pro<Uic*» 
them,  be<*au8e  they  might  ccmtain  matter  which  would  Incriminate  the  officers 
or  lead  to  punishment  of  the  coriKirntlon.  Hale  r.  Henkel  (201  II.  S.,  42:  Wil- 
son V.  ITnlteii  States,  221  U.  S..  361).  As  was  state<l  in  the  latter  case  the  State 
has  visltorlal  jsiwers  over  cori>orations.  The  fourth  amendment  of  the  Consltu- 
tion  iH'otects  a  cori>oration  against  inu'eastmnble  searches  anil  seizures,  but  the 
fifth  amendment  providing  against  comi>elling  a  iierson  to  be  a  witness  against 
himself  in  a  criminal  case  does  not  prevent  the  compuls<)ry  production  of  the 
1)Ooks  of  the  conH>nitlon  by  one  of  Its  officers.  Si»  here  the  bank  can  m>t  excusi' 
the  failure  to  sive  a  rei^u't  slm]>ly  lun-anse  any  of  its  officers  r(»<inlre<l  to  furnish 
it  raise  tlie  question  of  self-incrimination. 

The  plaintiff  cjin  not  object  to  giving  the  Infonnation  demandeil  of  it  by  the 
comptroller  nor  urge  any  constitutional  gi'ound  as  a  basis  for  refusing,  having 
accepted  its  charter  under  a  statute  giving  the  right  to  call  f<»r  such  reports. 
Tnterstat(»  ('onsolidatetl  StrtH»t  Hallway  (V).  r.  Coiiunonwealth  of  Massachusetts 
(207  r.  S.,  79).  In  that  case  a  statute  was  assalU»«l  on  the  ground  that  It  was 
repugnant  to  tlie  fourteenth  amendment.  The  court  l>elow  dei*ided  otherwise* 
and  the  Supreme  ('ourt  sjiid  (p.  84)  : 

"This  court  is  of  ophnon  that  the  de<*lsion  below  was  right.     A  majority'  of 

the  court  considers  that  the  case  is  disiM)seil  of  by  the  fact  that  the  statute  in 

question  was  In  force  when  the  plaintiff  in  error  took  its  charter  and  confines 

itsolf  to  that  ground."    See,  also,  Newburyi)ort  Water  Co.  r.  Newburj-port  (\Kl 

U.  S.,  561,  759,  Chicago,  R.  I.,  Etc.,  H.  Co.  f.  Zernecke.  188  U.  S..  28). 
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In  Hale  v.  Henkel,  supra,  the  Supreme  Court  says : 

"  Upon  the  other  hand,  the  corporation  is  a  creature  of  the  State.  It  is  pre- 
sumed to  be  incorporated  for  the  benefit  of  the  public.  It  receives  certain  spe- 
cial privileges  and  franchises,  and  holds  them  subject  to  the  laws  of  the  State 
and  the  limitations  of  Its  charter.  Its  powers  are  limited  by  law.  It  can  make 
no  contract  not  authorized  by  its  charter.  Its  rights  to  act  as  a  corporation 
are  only  preserved  to  it  so  long  as  It  obeys  the  laws  of  its  creation.  There  Is  a 
reserved  right  in  the  legislature  to  Investigate  Its  contracts  and  find  out  whether 
It  has  exceeded  its  power.s.  It  would  be  a  strange  anomaly  to  hold  that  a  State, 
having  chartered  a  corporation  to  make  use  of  certain  franchises,  could  not  in 
the  exercise  of  its  sovereignty  inquire  how  these  franchises  had  been  employed, 
nnd  whether  they  had  been  abused,  and  demand  the  production  of  the  corporate 
hooks  and  i)ai>ers  for  that  purpose.'* 

The  conclusion  Is  that  no  constitutional  rights  of  the  bank  are  violated  by 
compelling  It  to  furnish  reiM)rts.  If  the  officers  of  the  bank  decline  to  give  In- 
formation on  constitutional  grounds  personal  to  them  others  can  be  selected  who 
will  have  no  such  ground  for  refusal. 

Notwithstanding  that  the  comptroller  wns  entitled  to  have  siXH'ial  reports 
giving  him  the  information  sought  for,  he  was  not  authorized  to  demand  that 
the  reiK>rts  be  verified  by  the  persons  designated  by  him  to  swetir  to  them. 

Section  5211  requires  that  the  reports  shall  be  verified  by  the  oath  <»r  afiirma- 
tlon  of  the  president  or  cashier  and  attested  by  the  signature  of  at  least  three 
of  the  directors.  The  refusal  to  furnish  the  reports  was  not  base<l  upon  the 
tact  that  the  i>ersons  mentioned  In  the  statute  were  not  called  upon  to  verify  and 
attest  -them,  and  the  defendants  claim  that  this  amounted  to  a  waiver  of  the 
<lefect  and  that  penalties  can  he  Imposed  notwithstanding. 

An  action  to  recover  penalties  such  as  are  herein  imposed  is  an  action  of  debt 
and  is  a  civil  suit  and  not  a  criminal  prosecution,  Hepner  v.  United  States 
(231  U.  S.,  1()3).  The  case  against  the  defendant  need  not  be  made  out  beyond 
u  reasonable  doubt.  United  Stiites  v.  Keagan  (232  U.  S.,  37).  Nevertheless  the 
declaration  in  an  action  to  recover  penalties  is  to  be  as  strictly  construed  as 
would  be  an  indictment  for  the  offense  for  which  the  penalty  Is  Imposed.  Fer- 
ret! V.  Atwlll  (S  Federal  Cases,  4747),  and  of  course  must  set  forth  the  duty 
imposed  upon  the  defendant  by  the  statute.  Where  as  here  tbat  <luty  does  not 
arise  until  an  official  has  taken  a  step  of  a  certain  descrli)tlon.  It  should  appear 
in  a  declaration  that  such  step  has  been  taken  and  according  to  law.  In  prov- 
ing the  cause  of  action  the  plaintiff  must  bring  himself  clearly  within  the  stat- 
ute. Gilbert  v.  Howe  (179  111.,  341),  which  was  a  case  involving  the  right  of  an 
individual  to  recover  a  i»enalty  in  his  private  capacity.  Such  was  also  the  case 
of  Levy  ?'  C^hen  (IS  X.  Y,  Supp.,  15.5,  on  appeal,  19  N.  Y.  Supp.,  912).  There 
the  action  was  to  recover  a  ixMuilty  from  the  general  manager  of  a  coriniratlon 
for  refusing  to  allow  the  inspection  of  lH>ok.s  and  it  was  held  that  the  plaintiff 
must  allege  that  he  made  his  <leniand  at  the  principal  place  of  business  of  the 
con>oratlon  nnd  during  business  hours,  which  was  a  prerequisite  under  the 
statute  to  obtaining  the  information.  The  court  on  the  appeal  there  said  that 
as  the  action  was  to  recover  a  penalty  the  pleadings  were  to  be  c(»nstrued  with 
the  same  strictness  that  an  imlictment  is.  The  ruling  of  the  court  was  that  the 
complaint  was  ilefectlve  in  not  alleging  the  fact  ne<'es.«iary  to  be  proved. 

While  it  is  true  that  one  clnirgeil  with  a  crime  may  waive  the  doing  of  certain 
things  which  the  law  provides  for  his  lK»nefit,  such,  for  instance,  as  the  right  to 
have  the  names  of  wltnes.ses  furnished  to  him  l>efore  going  to  trial,  no  case  has 
been  found  In  which  It  has  In^en  held  that  a  defendant  waives  the  doing  of  any- 
thing which  is  of  the  essence  of  the  offense  with  which  he  Is  chargeil,  and  there- 
fore It  nuist  be  held  in  this  case  that  the  c(»mptroller  having  called  for  a  report 
not  verifie<l  an<l  attested  as  provided  In  the  statute  did  not  place  himself  In  a 
lv>sition  where  he  could  lawf\illy  as.*<ess  a  penalty  for  a  failure  to  comply  with 
the  demand  which  he  made. 

The  ]>lalntiff  would  have  the  court  enjoin  the  ctmiptroller  from  revoking  any 
designation  of  the  plaintiff  as  a  depositary  and  from  refusing  to  approve  of 
the  bank  as  su<fh.  The  prayer  of  the  hill  also  asks  that  If  the  confptroller  has 
In  form  revoked  such  designation  or  In  form  refused  such  approval,  then  that 
such  revo<»atlon  or  refusal  may  be  decreed  to  be  null  and  void. 

Section  5192  of  the  Revlse<l  Statutes  provides  that  a  certain  percentage  of 
the  reserves  of  a  bank  may  consist  of  balances  due  from  other  associations 
approved  by  the  Comptroller  of  the  Currency.  The  comptroller  *  had  not 
refused  to  approve  the  application  of  any  association  for  leave  to  keep  part 
of  its  reserve  in  the  plaintiff  bank.  He  has  not  revoked  or  threatened  to 
revoke  any  approval  heretofore  given.  He  has,  however,  announced  that  he 
will  until  further  notice  refuse  to  approve  of  the  plaintiff  for  that  vwY^^fe. 

It  is  obvious  that  If  the  court  has  any  power  \n  l\\e  i^tcoA^ea  l>afeT<i  V^  wsi 
stAtement  of  fact  upon  the  basis  of  which  It  couVA  xvct  excff\>\.  «^^  ^^^  ^^  ^^^ 
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allef^atloii  of  the  comptroller's  alleged  intention  not  to  approve  may  be  an 
allegation  of  fact.  To  enjoin  him  "from  refusing  to  approve  the  plaintifE 
bank  as  such  a  depositorj- "  can  mean  nothing  unless  it  be  to  require  the 
comptroller  to  approve,  and  there  being  no  specific  instance  of  an  application 
pending.  It  amounts  to  asking  the  court  to  compel  the  comptroller  to  approve 
of  any  application.  To  state  the  request  as  thus  analyzed  is  to  show  that 
it  can  not  be  granted. 

It  Is  contended  by  the  plaintiff  that  i\w  Secretary  of  the  Treasury  has 
usurped  the  functions  of  the  Treasurer  of  the  UnitCKl  States  in  i>aying  Interest 
on  the  lH)nds  rather  than  directing  the  Treasurer  to  do  so.  If  provisions  of  the 
statutes  are  such  as  to  require  the  Secretary  of  the  Treasury  to  construe  them 
acting  presumably  under  the  advice  of  the  officer  lawfully  assigned  to  his 
department  to  advise  him.  the  court  will  not  Interfere  with  that  construction, 
at  least  if  it  l)e  n  |>osslble  one,  especially  in  a  case  in  which  no  harm  can  come 
to  a  plaintiff  by  following  the  interpretation  placed  on  the  act  by  the  Secretary. 
He  claims  that  It  Is  his  duty  to  pay  the  Interest  and  he  is  retained  in  the 
case  only  beiiiuse  of  that  contention ;  otherwise  the  bill  would  be  dismissed  as 
to  him. 

The  plaintiff  set^ks  to  have  the  comptroller  enjoined  generally  from  future 
violations  of  the  law  so  far  as  his  acts  nflght  affect  It.  Such  an  Injunction 
could  not  be  upheld.  A  court  will  not  stop  an  officer  vested  with  powers  to 
be  exercised  at  his  discretion  from  performing  his  statutory  duty  for  fear  that 
he  should  perform  it  wrongly.  First  National  Bank  v.  Albright  (208  U.  S^ 
548).  Moreover,  such  an  Injunction  would  l)C  too  vague.  Ulchnumd  Safety 
Gate  Co.  v.  Ashbrldge  (116  Fed.  Rep.,  220),  In  which  case  the  bill  asked  for 
an  injunction  against  certain  building  Insiiei'tors,  but  the  court  said  (p.  222): 

**  The  court  can  iH»t  undertake  to  direct  or  control  the  defendant's  exercise  of 
Judgment  In  specific  cases  upon  which  they  may  hereafter  be  calle<l  upon  to 
act  ♦  •  *  init  an  injuntrtlon.  If  npw^  Issued,  restraining  them,  in  general 
terms,  fr<mi  a(;tlng  with  groundless  discrimination,  or  upon  frivolous  reasons, 
or  from  unfairly  refusing  to  inspect  gates  of  the  plaintiff  *  for  long  periods  of 
time,*  or  from  denying  its  rights,  or  Interfering  with  Its  business  would,  I 
think,  because  of  its  vagueness,  be  practically  Incapable  of  enforcement,  and 
therefore,  If  for  no  other  reason,  ought  not  to  be  awarded." 

The  tenll>orary  Injunction  restraining  the  payment  of  $5,000  due  for  Interest 
Into  the  Treasury  will  be  continued  but  not  as  to  the  Comptroller  of  the 
Currency,  as  he  has  no  control  over  that  mutter. 

No  preliminary  relief  will  be  granted  against  the  comptroller,  as  he  Is  not 
threatening  at  this  time  to  a».sess  any  penalties  and  has  disclainuxl  any  inten- 
tion of  doing  so. 

Except  for  the  pun><>w  <>f  <'oni|»elllng  payment  (»f  the  interest  due  the  bank 
and  retained  and  of  enjoining  the  assessment  of  i)enaltles  bi»cause  of  the  failure 
to  comply  with  the  demands  for  reports,  the  bill  will  be  dismissed  as  to  all 
the  defendants. 

Mr.  Williams.  Mr.  Chairniiin,  I  would  like  to  make  a  short  state- 
ment regarding  the  Ked  Cross  account,  referred  to  by  Mr.  Poole. 
The  Chairman.  Very  well. 

ADDITIONAL  STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  Mr.  Poole  appeared 
before  the  committee  a  day  or  two  ago  and  charged  discrimination 
against  me,  as  treasurer  of  the  American  Red  Cross,  in  the  matter  of 
Red  Cross  deposits.  If  Mr.  Poole  is  a  fair-minded  and  honest  man, 
as  I  of  course  assume  him  to  be,  I  think  when  Mr.  Poole  asxiertains 
and  realizes  the  facts  of  the  matter  he  will  send  me  an  humble 
apology  for  the  charges  which  he  made  before  this  committee. 

U[)on  my  return  to  the  Treasury  after  Mr.  Poole's  testimony,  or 
Mr.  Hogaivs — I  forget  which  it  was — I  telephoned  to  the  Red  Cross 
office,  to  the  assistant  treasurer,  who  has  active  charge  of  the  office 
there,  Mr.  Hugh  S.  Bird,  and  told  him  that  it  had  l>een  stated  before 
this  committee  that  a  large  deposit  of  $400^000,  or  thereabouts,  liad 
been  made  on  one  occasion  to  the  Federal  National  Bank,  and  that 
it  had  been  iiDinediately  withdrawn  a  day  or  two  following,  and  that 
j't  had  been  charged  that  that  was  due  to  my  \)T^^wd\ce  against  the 
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Federal  National  Bank  or  against  some  member  of  its  board.  I 
asked  the  Assistant  Treasurer  if  he  had  any  idea  what  was  I'eferred 
to;  that  I  had  never  heard  of  any  such  transaction,  knew  nothing 
about  it  or  anything  resembling  such  a  suggestion.  Mr.  Bird  said, 
"Yes;  I  know  what  they  are  talking  arout.  I  will  send  you  a 
memorandum  at  once." 

Under  date  of  July  12  I  received  from  the  assistant  treasurer,  Mr. 
Bird,  who  has  active  charge  of  the  office  at  the  Red  Cross  Building, 
this  letter: 

The  American  IIed  Cross, 
Office  of  the  Treasurer,  National  Headquarters, 

Wanhiiiffton,  D.  C,  July  12,  1919. 
Mr.  John  Skelton  Williams, 

Treasurer,  American  National  Red  Cross,  Washington,  D,  C. 

Dear  Sir:  In  response  to  your  Inquiry  concerning  Red  Cross  deposits  wltli 
the  Federal  National  Bank  of  this  city,  I  l^ave  this  to  say : 

In  Decem»>er,  1917,  following  a  certain  revision  of  the  accounting  of  the 
organization,  it  canfe  about  that  each  of  the  managers  of  the  14  divisions  of 
Red  Cross  neede<l  to  have  a  bank  in  his  home  city  in  which  he  could  make 
deposits  subject  to  the  check  of  this  office.. 

I  accordingly  invited  each  of  the  division  managers  to  nominate  a  bank  in 
his  home  city  for  such  deposits,  subject  to  your  approval  as  required  by  the 
by-laws  of  the  Red  Cross.  Each  division  manager  followed  my  suggestion  and 
the  banks  named  by  them  are  to-day  depositories  of  this  organization  as  you 
have  made  no  objection  to  any  of  them. 

Following  the  routine  above  outlined.  Mr.  Otis  H.  Cutler,  division  manager 
of  the  Foreign  division,  selected  the  Federal  National  Bank  of  this  dty  for 
his  deposits,  and  it  has  continued  to  occupy  this  status  to  the  present  date, 
as  you  can  tell  from  the  daily  balance  sheets  mailed  fronf  this  office.  In 
addition  to  this  account  the  foreign  division  keeps  its  office  account,  with 
which  this  office  1ms  nothlpg  to  do,  at  the  Federal,  and  has  done  so.  I  am 
informed,  since  tho  organization  of  the  division. 

Following  the  tripartite  arrangement  made  with  each  of  the  divisions,  the 
Potomac  division  selecte<l  the  American  Security  &  Trust  Co.  as  their  deposi- 
tary. I  had  accepted  this  designation  and  you  had  not  objected  as  you  had  not 
in  the  case  of  the  foreign  division  and  the  Federal,  the  tripartite  arrangement 
being  in  each  case  between  the  division  manager,  the  bank  selected  by  him, 
and  myself. 

In  c(»nversations  with  the  managers  of  the  two  divisions  whose  office  was  in 
Washington,  I  had  enjoined  upon  them  that  they  select  other  banks  than  the 
Confmerclal,  the  District  National,  and  the  Washington  Loan  &  Trust,  because 
I  had  alrea<ly  accounts  with  them  and  did  not  want  to  run  the  risk  of  con- 
fusion. For  \\  like  reason  I  asked  the  two  managers  to  select  different  banks 
from  one  another. 

On  March  12,  1918.  Mr.  Henry  White  of  the  Potomac  division  made  a  deposit 
of  .$389,518.11  In  the  Federal  National,  thus  breaking  the  arrangement  I  had 
made  with  the  American  Security  &  Trust  as  the  recognized  depositary  of  the 
Potomac  division.  Mr.  Hell,  of  the  American  Security,  justly  became  aggrieved, 
and  on  Ids  roniplaint  on  March  14  I  moved  the  erroneously  placed  deixisit  of 
JR389/>18.11  to  tlie  American  Se<'urity,  where  it  belonge<l.  I  had  no  prejudice 
either  for  or  a;raiiist  either  bank  involved  but  I  did  need  to  keep  the  deposits 
of  the  two  divisioiis  in  separate  hanks.  Mr.  White  explained  that  his  account- 
ant had  niisunderstood  the  arrangement  and  the  account  of  the  Potonuic 
division  has  since  remained  with  the  American  Security  &  Trust,  as  the 
account  of  the  foreign  division  has  remained  with  the  Federal  National. 

It  is  needless  for  ine  t<»  tell  you  that  yon  knew  nothing  of  the  ern»r  of  Mr. 
White  in  malxing  the  Potomac  deposit  in  the  hank  selecteil  for  another  division 
nor  of  my  rena^lying  the  erroi-  by  transferring  the  m<mey  to  the  bank  in  which 
it  had  been  agn'Ul  it  should  he  phicetl.  It  was  a  matter  of  office  routine  and 
was  done  in  the  interest  of  maintaining  the  clarity  of  our  accounting  between^ 

divisions.  ,        ,  ,     i.  ^     ^, 

I  miL'ht  ad<l  that,  althougli  of  the  'ITt  hanks  in  which  the  funds  snhje(  t  to  the 
<-heck  of  this  office  are  deposited  the  Fe<leral  National  is  the  least  liberal  in 
the  interest  it  allows  on  daily  balances,  the  original  selec-tion  of  it  as  the  de- 
positarv  of  the  foreign  division  remains  undisturbe<l  to  this  day.    \  \vv5^  w^'v. 
hitherto  apprised  you  of  this  fnct  becrause  I  Inul  Yvo\>eif^  Wiat,  \n\w\\ 'NVx.  CxvXNfe^ 
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who  made  the  original  agreement  with   tlie   Fe<ienil.   returne<l   frc»ni   Enrope, 
I  c^niM  effei't  a  more  favorable  Interest  practice. 

Yonrs.  very  truly,  Hugh  S.  Bibd, 

A8sistant  Treasurer. 

I  was  in  complete  ignorance  of  any  of  those  airangenients  at  all. 

I  think  it  may  interest  the  committee  to  note  at  the  same  tinie 
in  connection  with  the  alleged  prejiulice  on  my  pait  against  the 
Riggs  interests  that  T  unclerstund  that  the  leading  officer  of  the  Riggs 
BanK  is  probably  tlie  largest  owner  or  shareholder  in  this  particu^ 
American  Security  «&  Trust  Co.  with  which  the  deposit  was  made  and 
remains. 

Senator  Caij>ek.  Have  3'ou  any  recor<l  of  the  Re<l  Cross  deposits 
in  the  Federal  National  Bank? 

Mr.  W1LLLVM8.  Yes,  sir. 

Senator  Cau>er.  Will  you  tell  us  w^iat  they  are  or  wei*e? 

Mr.  W1LLLVM8.  Do  yon  recall,  Mr.  Chairman  and  gentlemen, 
that  Mr.  Hogan  or  Mr.  Poole — I  think  it  was  Mr.  Hogan;  I  do  not 
remember  which — stated  that  the  Red  Cross  deposits  at  that  time 
in  the. Federal  National  Bank  were  $525? 

The  CiiAiKMAN.  At  the  time  this  money  was  deposited  and  with- 
drawn? 

Mr.  Williams.  Yes.  Here  is  a  letter  from  Mr.  Hugh  S.  Bird, 
date^l  July  14,  1919: 

The  Amkrican  Ukd  Cross, 
Okfk'K  ok  thk  Trkasitrer,  National  Heaikji^artkrs, 

Waiihinfrton,  I).  C  ./m///  1  j,  19J9. 
Hon.  John  Skei,ton  Wiixiams, 

Trea^mrer  American  National  Red  Cross, 

United  States  Treasury  Buildinif,  Washinfftou,  J),  V. 

Dear  Sir:  In  response  to  your  inquiry  as  to  balanre  subject  to  the  check  of 
this  office  in  the  Federal  National  Bank  of  this  city,  I  submit  the  following 
figures  taken  from  our  books — which  figures  have  been  cliocked  monthly  with 
bank  statement  sent  us  and  same  found  correct: 
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January,  11)19---        $27,147.2^1 

February.  1019 33,2r)(). -iS 

March,  UnO 27,8()5.  77 

April,  isn»__-     _     32,702.92 

May,  1919 9,323.37 

June.  1919     _       _   0.  34<).  28 


February,   1918- $18,921.9."i 

Manh,  1918 ."».■>, t;29.  IVl 

April,  1918.  _-   59,  ."ifJL*.  .•»7 

May,  1918 35,57:^.28 

.rune,  1918 23,  55<5.  7() 

.Tulv,1918 40.700.(H) 

August,  1918 42,  282.  27 

September.  1918.    _   30,  7(M».  70 

0<-lolM»r,  1918 13,  581.  50 

November,  1918_ .     24.  :«2.  10 

Decem!>er,  1918..    7,  JKM.  02 

As  you  know,  since  the  iirniistice,  deposits  have  been  going  down — 

Average  daily  balance  for  tlie  17  months  $28,798.55. 

More  spe<'ifically,  the  balance  in  the  Fwleral  National  on  (»r  about  the  date 
of  the  transfer  of  which  Mr.  Po<»le  comi)lalned  were  as  follows,  disreganling 
the  amomk  erroneously  dei)oslte<l  altogether: 

On  March  12,  13.  14,  15,  and  10,  1918.  $55,988.90— 

Not  $525. 

On  March  17,  1918,  $70,945.74— 

The  fluctuations  of  bahince  in  this  bank  have  been  just  as  they 

V(*re  in  all  other  banks  where  the  divisions  deix)sited. 

1  should  add  that  had  the  I^'eileral  allowed  interest  on  daily  balance  as  little 
as  the  least  given  us  by  our  four  other  Washington  ileposltarles.  we  wonld 
have  recelve<l  $1,224.15  on  this  aci-ount.     The  Feileral  allowed  for  the  avertige 
hnhim^  «>f  $28,798.55  kept  with  them  17  months  the  sum  of  $10.30. 
J7>//m  rer.r  truly,  Hugh  S.  Bird, 

A*%\%t«u\  Tvcatiurcr. 
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Senator  Caij)ek.  Was  there  more  than  one  account  at  the  Federal 
Bank? 

Mr.  Williams.  He  speaks  hei-e  of  another  account,  I  think. 

May  I  read  a  letter  which  reached  nie  this  morning  from  the  second 
assistant  treasurer,  with  whom  I  had  not  discussed  this  matter  at  all  '< 
He  seems  to  have  taken  it  upon  himself,  however,  to  address  me  this 
letter,  which  I  think  is  quite  in  order: 

The  American  Ued  Cross. 
On.'icK  OF  THE  Treasukkb,  National  Headqi\\rtek8. 
Hon.   John    Skelton   Williamh.  WashUufton.  J),  r..  July  /.I,  lUiK 

Comptrolhr  of  the   Currency, 

United  States  Treasury  Building,  Washington,  D,  C. 

My  Dear  Mr.  Williams:  If  the  account  of  Mr.  P<M)le's  testimony  bef<»re  tin* 
Banking;  and  Currency  CJoninilttee  yesterday  was  correctly  stated  in  the  Wasli- 
ington  Post  as  to  the  deposit  and  transfer  of  lied  Cross  funds,  |>eruiit  to  say 
that  Mr.  Poole  has  deliberately  jjlven  the  committee  information  that  is  not 
absolutely    true. 

The  deposit  of  the  funds  in  question  with  the  Federal  National  Bank  and  the 
tran.<tfer  immediately  back  to  the  American  Security  &  Trust  <V>.,  was  made 
absolutely  without  your  knowledge,  ahd  tlierefore,  the  questhm  <»f  |>ers«»nal  feel- 
ing that  Mr.  Poole  raises  between  Mr.  Hogan  and  yourself  could  not  outer  into 
it  at  all. 

I  also  find  tliat  our  territorial  foreign  and  insular  division  had  on  de|>osit 
with  the  Fe<leral  National  Bank  on  March  12  and  1,%  1918,  ai)proximately 
$7,600  Red  Cross  funds  in  addition  to  the  .$55,900  that  we  reiK)rte<l  to  you  was 
on  deposit  there  for  headquarters:  whereas  Mr.  Poole  states  that  our  oidy 
account  there  amounted  to  $575. 

I  was  working  on  the  Potomac  Division  account  with  this  Mr.  Andrus,  ac- 
countant of  the  Potomac  Division  that  Mr.  Poole  names,  to  straighten  out  the 
status  of  their  account  a  month  l>efore  it  was  transferrwl  to  the  Federal,  and 
this  .same  Mr.  Andnis  told  me  that  it  might,  in  all  probability,  be  transferred 
to  the  Federal  because  Mr.  Poole  had  been  seU*cted  chairman  of  tbe  siH*oiid 
war  drive. 

I  know  that  this  movement  of  funds  created  a  little  stir  in  local  banking  cir- 
cles, and  Mr.  PiM)le  bad  several  explanations  to  make  about  his  part  In  it.  I 
also  understo<Hl  that  be  was  nither  active  aftenvanls  in  trying  to  have  it  traiis- 
ferreil  back  to  the  bank. 

I  trust  that  this  bit  of  infonuMtion  will  as.slst  you  In  refuting  his  <»vasive 
testimony  against  you. 

Very  sincerely,  yours.  E.  C.  Hankkk. 

I  shall  Ix*  glad  to  answer  any  questions  that  may  bo  asked  me  on 
that  point,  because  I  have  told  you  the  whole  story. 

Senator  FLi-yiTHER.  You  knew  nothing  at  all  about  it? 

Mr.  WiLLi.vMs.  Nothing  whatever. 

I  wisli,  also,  with  your  pemission.  Mr.  Chainuan,  at  a  suitable  time 
to  \vp]\  com])lctoly  and  fully  to  the  statements  which  Mr.  Poole  and 
Mr.  Ilogan  made  in  regard  to  discrimination  against  that  bank,  and 
1  think  1  shall  have  some  testimony  which  will  Ih>  quite  as  inter- 
esting a^  that  which  T  have  just  laid  before  you. 

The  Chairman.  Wc  will  continue  until  5  o'clock. 

Senator  Cat-dki:.  Mr.  Williams,  were  you  ti-easui*er  of  the  Red 
Cro.ss  fund  ^ 

Mr.  WiiJjAMs.  I  have  been  for  about  four  ye^irs,  I  think — four  or 
five  years — trea-^ur(»r  of  the  American  National  Red  Cross. 

Senator  Caldkk.  Is  it  passible  for  you  to  advise  the  committee  of 
the  deposits  iu  the  differcMit  banks  of  Washington? 

Mr.  WiiJJAMs.  Yes.  sir. 

Senator  (\mj)fj:.  Of  Red  Cross  funds,  extending  over  the  i)eriod  of 
the  irreatest  activity  .of  the  Red  Ci*oss? 

Mr.  Williams.  Certainly. 

Senator  Cvlder.  I  wish  you  would  do  that,  please. 

Mr.  WiLUAMS.  Very  good. 
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.senator  (jAUiKR.  I  a>rkefi  Mr.  Pciole  if  Mr.  Bird  was  »  relntire  of 

vohi  :.  iiiiil  \if  nAti  lie  thoiifrhr  \w  wjt-. 

Mr.  Williams.  I  do  n'»r  kmiw  that  lie  is»  any  nearer  kin  than  a 
^n-at  many  other  |ieo|»le  in  Vjririnia.  Ho  i^  not  a  near  kin>man  of 
iiiin«-.  It  may  he  that  we  aiv  ei^rhrh  or  ninth  4^iisin<%  Senator:  but 
if  WH  an-  reiateiL  I  do  not  know  what  the  relationship  is.  I  think 
he  mentioni'd  to  me  hi-t  eveninjr  tliaf  he  was  a  det^cendant  of  William 
Kh  I  idol  ph.  I  hai>|N'ri  to  haw  di'^-eiiilod  from  that  ?^inie  anc'estor. 
who  dierl,  I  rJiinK.  aUmt  17:f'».  He  haiw>eniNl.  1  lielieve,  al^so  to  be 
ii  de-^.'endanr  of  Thoinas  JeffiM>«»n  and  John  ^[ai^hall  and  Robert  E. 
Ij(^'.  and  a  few  others :  hiit  we  do  not  ••hniii  any  voiy  neixr  kinship 
on  that  an'ount. 

Tlie  CiiAiKMAN.  ^'oii  had  a  talk  wiili  liim  last  eveninjr? 

Mr.  Williams.  I  did.  He  wa-*  heiv  in  the  room.  Senator,  during 
the  se-7-ioii.  I  asked  him  to  comt*  up  heiv.  I  thought  it  iiiig^lit  be 
that  the  efimmittee  mifrlit  like  ro  hear  him.  If  the  committee  should 
like  to  hear  him.  I  <^honld  lie  very  happy  to  have  you  request  hiin  to 
ap]N*ar.  I  think  I  have  answered  the  question  that  he  is  not  a  near 
kiii>man  of  udiie. 

Senator  Fletciikil  I>  the  trea?ruivr  of  the  Red  Cross  elected  by  a 
hoard  (    Is  he  electe<l  or  <'hosen  ? 

Mr.  WiijjAMs.  I  think  the  ti-easiirer  is  elected  bv  our  central  com- 
mittee. 

Senatr>r  FLKTriiKi:.  He  i>  not  necessarily  always  the  Comptroller 
of  the  (*urrency  ^ 

Mr.  Williams.  I  am  ap]M>inted  by  the  President  as  a  meml)er  of 
the  central  (ronmiittee  of  the  American  Red  Cross  as  n»presenting 
the  Treasury  Department;  Jind  it  has  Iwen,  I  think  customarj'  and, 
perhaps,  provided  by  the  regulations  of  the  Red  Cross,  that  the 
man  whom  the  President  nominates  as  the  representative  of  the 
Treasury  on  the  central  committee  should  be  the  treasurer.  It  is, 
anvliow,  the  custom  to  elect  him  the  treasurer  of  the  Red  Cross. 

Yhe  CuAiKMAN.  We  will  suit  your  convenience,  Mr.  Williams.  We 
will  suspend  until  to-morrow  morning,  or  you  may  continue  until 
5  o'clock. 

Mr.  WiLiJAMs.  I  should  like,  with  your  permission,  gentlemen,  to 
read  you  a  letter  which  I  addressed  on  June  25,  1919,  to  Hon.  Robert 
]j.  Owen,  of  the  Banking  and  Currency  Conunittee,  United  States 
Senate: 

My  I>KAii  Sk\at<»u:  At  :i  lK*jirhiK  Ih«Ioiv  llu'  J^imkiii;;  aiul  (Currency  OomniUtee 
of  tlio  !'ii!t<Ml  Stiitt's  St'imte  <m  TM'bninr.v  10,  IDIS,  mi  tbo  question  of  tlie  con- 
nninition  of  my  nomination  i»y  tlu*  President  as  ConiptroUer  of  the  Currency, 
SiMiiiKir  W«*«»i{K  ro.-HJ  lo  tlie  ronnnitttv  it»r(jiln  **  ivsolutions "  alleged  to  have 
h«MMi  iuisscmI  by  rcrtiiin  **  assorlations,"  wlilrh  lu'  said  lie  had  nH!eived,  which 
ctHIi'ImimI  sev«*ivly  my  administration  of  the  otHcc'  and  expressed  strone:  ap- 
proval of  Mr.  W(H»k\s  of)position, 

Tho  Senator  rofustMl  to  read  In  my  pn*s«»nt'(»  the  name  of  either  of  the  two 
"  asHoclations"  hy  whidi  he  sal<l  thes«'  allojr«Ml  "resolutions'*  had  l>een  passed, 
until  he  learmnl  that  I  was  In  a  better  |M)sition  to  chtH'k  his  statements  than  he 
supiM»s(sl  me  to  be.  Fie  then  admitted  in  respimse  to  (pu^titms  from  me  that  the 
first  H'solutlon  whbh  he  had  n^nl  was  from  the  Clearing  House  Association  of 
l.eNln;;ton.  I\y..  and  he  <-onttde<l  to  tlie  eomniittee  that  the  other  resolutions 
had  iMH'n  passiMl  by  the  Clearinj:  House  Association  of  Wlnehester,  Ky.,  tliough 
he  eautlously  tried  to  eomval  from  me  the  name  of  this  other  to\\Ti  whose 
••riearln«  house"  it  was  falsely  elalnuHl  had  passeil  the  ivsolntlons  which  he. 
Senator  \ViM»ks.  had  read  into  the  rtH'ord. 

1  now  n»siMH'lfuUy  ask  your  attention  lo  a   letter  whieh  this  ofllce  has  Just 

iveelviMl  from  a  national  bank  examiner  in  Kentueky.  wbieli  sliows  tliat  the 

ho-cuIUmI  "n^soluthMis"  purix»rtinj:  li»  have  Imhmi  passes]  by  the  "clearing  house 

iisstM-hidnn  '*  of  U7m'/i»»ster,  Ky..  were  a  jiross  imiMwIiion  u|K>n  the  Senate  mm- 
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iiiittee,  for  not  only  were  no  such  resolntlons  passed  by  the  clearinj:  house  asso- 
ciation of  Winchester  but  as  a  mutter  of  fact  there  is  uo  clearing  liouse  assocla- 
ion  at  Wincliester,  and  never  lias  been,  and  the  allejred  '*  resolutions  "  were 
•oncocted  by  two  juidor  local  bank  officials,  apparently  at  the  instance  or  in- 
liience  of  some  i)er8on  or  i>ersons  whose  identity  has  not  yet  been  dis<*losotl. 
writhout  the  knowled^re  or  approval  of  the  presidents  an<l  directors  of  the 
lational  banks  whose  attitude  they  thus  deliberately  ndsrepresented  in  their 
ittenii»t  to  (le<*eive  the  Senate  connnitttH?  and  Injure  me. 

The  national  bank  examiner  In  the  letter  referre<l  to  says: 

"During:  a  rejruiar  examination  of  the  (''Itlzens  National  Bank  of  Winchester, 
Ky.,  connnen<^<l  on  June  11.  1910,  the  followin^jf  facts  develoi)e<l  which  I  think 
4bould  be  calleil  to  your  attention: 

"  My  assistant,  (i.  K.  Burrows,  hande<l  me  the  cash  items  and  bank  clearings 
for  my  lns|H*<tion.  1  ask(Ml  the  cashier,  W.  T.  Pynter  (who  Is  not  a  director  in 
rhe  bank)  at  what  time  the  "  clearlnjr  house"  met,  as  I  wished  to  present  these  - 
items  oix  the  other  banks  In  the  same  city  for  collection  and  verification.  Mr. 
Pynter  said  there  was  no  clearing  hcaise  In  the  city  of  Winchester  and  never 
had  been.  I  asked  liiuj  then  why  It  was  that  certain  resolutions  had  been 
pepresentiHl  as  having  be«Mi  passed  by  *  the  clearing  house  association  at  Win- 
chester, Ky..'  retpiestlng  the  rnlte<l  States  Senate  not  to  contirm  the  nomination 
.)f  Mr.  Williams  as  Comptroller  of  the  Turrency.  He  became  greatly  confused 
(in<l  then  explaine<l  that  'he  an<l  Hampton' — Hampton  Is  a  teller  of  the  Clark 
f'ounty  National  Bank  at  Winchester — *  had  gotten  together*  and  had  those 
iilleged  resolutions  reiM)rted  as  passed  by  a  clearing  house  ass<M*latlon  that  he 
iidmltte<l  had  never  existed,  because  he  said  he  had  gotten  tired  of  making 
r>nt  the  <letaile<l  reiM>rts  calletl  f<u*  from  Washington  and  added  rather  excite^liy 
that  he  was  a  Hepublican  anyhow. 

He  exonerate<l  President  Slmpscm  and  Vice  President  Gardner  and  Director 
Scoble,  who  just  then  were  sissembling  for  their  regtdar  monthly  meeting,  from 
having  had  anything  to  do  with  the  "resolution,"  and  In  my  presence  they  all 
«poke  up  and  InfornuMl  me  that  they  knew  nothing  whatever  about  the  alleged 
resolutions  and  did  not  appn»ve  of  them.  Mr.  Pynter  said  that  he  coplwl  his 
so-called  "resolution"  from  the  one  passe<l  by  tlie  Lexington  (Ky. )  Clearing 
House  Association. 

On  the  following  day  I  commenced  an  examination  of  the  CMark  County 
National  Bank,  the  only  other  national  bank  In  Winchester,  and  Mr.  U.  F. 
Taylor,  the  cashier.  Informed  me  that  he  was  away  from  home  at  the  time 
that  this  resolution  was  alleged  to  have  been  passed;  that  there  was  no  clear- 
ing house  association  in  Winchester.  Ky. :  that  he  was  sorry  such  a  thing 
should  have  happenetl  and  that  if  he  ha<l  been  at  home  at  the  time  it  couhl 
not  have  haj>pened.  President  (Jofi'  and  Director  Barrow  of  this  bank  also 
state<l  that  thev  knew  nothing  of  any  such  action,  nor  did  they  approve  of 
it.     *     ♦     * 

I  have  yet  njy  tirst  bank  to  exannne  In  which  the  directors  disapprove  of 
the  management  of  the  comptroller's  office,  strict  examinations,  or  t(»  the  de- 
tails aske<l  for  in  your  public  reports.  On  the  contrary,  directors  want  the  In- 
formation thenLselv<'s,  an<l  in  almost  every  In.stance  the  objections  come  from 
minor  officers  or  clerks  wlio  have  t<»  make  the  reports  (uit,  and,  like  everything 
else  that  is  done  well,  this  re<iulres  care  and  accuracy. 

Comment  upon  such  a  disgraceful  attempt  to  deceive  and  lm|>ose  ui)on  a  com- 
mittee of  the  United  States  Senate  seems  superfluous. 

Now,  as  to  the  resolutions  of  the  I^xlngton  Clearing  House  Assoc;iation : 

As  a  prelude  to  Senator  Weeks's  introduction  of  these  two  alleged  Winchester 
and  Lexlngtr)n  "  Uesolntions  "  he  made  the  following  statement  to  the  Senate^ 

committer : 

"  I  have  not  had  a  communication  with  a  national  bank,  as  far  as  I  can  re- 
member, for  five  years — having  been  a  national  banker  and  being  on  this  com- 
mittee I  have  had  a  great  many  connnunicatlons— I  have  not  had  a  single 
word  that  I  recall  which  has  not  been  critical  of  the  comptroller." 

That  statement  was  made  by  him  deliberately,  and  the  record  shows  that  In 
making  It  he  uttered  an  untruth.  For  at  the  very  time  he  made  the  statement 
above  quoted  he  had  In  his  possession,  freshly  received,  a  communication  dated 
February  14.  1911),  from  the  president  of  the  largest  and  strongest  national 
bank  In  I^xington,  and  former  president  of  the  Kentucky  Bankers'  Association, 
which  not  only  was  not  critical  of  the  Comptroller  of  the  Currency  but  which, 
written  without  the  comptroller's  knowledge  or  solicitation,  vigorously  pro- 
tested against*  Mr.  Weeks's  opposition  to  the  nomination  and  strongly  com- 
mended, not  in  only  }i  "  single  word,"  but  at  length,  my  administration  of  thi& 
ofllce. 
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The  writer  of  timt  letter  said  to  Mr,  Weeks,  ainoiip  other  things,  In  a  way 
which  must  necessarily  have  impressed  the  letter  ui)on  the  latter's  ordinarily 
{ilert  memory: 

"  I  notice  that  you  strongly  oppose  the  confirmation  of  Ckwmptroller  Williams 
for  reappointment  on  the  ground  that  he  is  arbitrary  and  technical,  and  al- 
together unsatisfactory  to  the  bankers  of  the  country.  I  wish  to  say  that  I 
have  been  employed  in  this  institution  for  upward  of  40  years.  During  that 
long  time  I  have  seen  many  comptrollers  come  and  go,  and  I  am  frank  to  say 
that  it  is  my  deliberate  judgment  that  no  more  capable  man  has  ever  occupied 
the  position.     •     ♦     ♦ 

**  He  has  imposed  no  conditions  which  this  bnuk  could  not  readily  comply 
with,  and  so  far  as  I  am  concerned  the  more  nearly  my  bank  is  compelled  to 
comply  with  the  provisions  of  the  national  banking  act,  the  better  I  am 
pleased.    •    ♦    • 

"A  comptroller  who  requires  compliance  with  its  provisions,  both  as  to  the 
letter  and  spirit  of  the  act.  Is  the  kind  of  comptroller  I  should  like  to  see  there 
all  the  time,  and  this  I  know  Mr.  Williams  to  be.     *     ♦     * 

"I  would  like  to  say  that  I  am  a  rock-ribbed  McKlnley  Republican,  and  al- 
ways expect  to  be  ♦  *  ♦  so  that  you  will  readily  see  that  nothing  political 
could  have  Influenced  me  lo  presume  to  write  this* letter  *  ♦  •  but  being 
firmly  convinced  of  his  value  as  a  public  servant  I  have  determined  In  this  way 
to  register  my  protest  against  the  effort  to  defeat  Comptroller  Williams's  con- 
firmation." 

That  Mr.  Weeks,  In  view  of  this  emphatic  record,  should,  for  the  purpose  of 
injuring  or  discrediting  the  comptroller,  have  made  a  statement  so  untrue  is 
somewhat  surprising.  It  was  hardly  to  be  supposed  that  a  United  States 
Senator  would  allow  his  groundless  antagonism  to  one  who  has  done  him  no 
wrong  to  impel  him  to  attempt  to  deceive  his  colleragues  on  a  Senate  committee 
by  an  assertion  so  un.1ustlfiable  and  so  false. 

The  Chairman.  What  is  vour  evidence  tliat  Senator  Weeks  had 
possession  of  that  letter  at  tlie  time  he  made  that  statement? 

Mr.  Wtijjams.  T  will  come  to  that.  Senator.  (Continuing  read- 
ing) : 

It  was  ji  few  minutes — 

I  am  glad  you  asked  that  question.  Senator,  right  there,  because 
T  can  answer  it  immediately. 

It  was  a  few  minutes — 

not  a  few  davs — 

a  few  minutes  after  Mr.  Weeks  had  declaretl  to  the  conuuittee  that  he  did  not 
recall  "a  single  word  which  has  not  been  critical  of  the  comptroller"  among 
the  many  letters  he  claimed  lo  have  received,  that  he  sought  to  put  Into  the 
record,  anonymously,  the  alleged  resolutions  from  the  "clearing  house'*  of  JjfiX- 
Ington  and  Winchester.  After  he  discovered  that  something  was  known  of  these 
so-called  resolutions,  (aie  of  which  has  now  been  shown  to  have  been  a  "  fake," 
and  after  the  comptroller  had  re:id  a  lettor  from  the  president  of  the  national 
bank  in  Lexington  referred  to,  regarding  the  letter  which  that  ofiloiai  had 
written  Mr.  Weeks  remonstrating  against  his  opiwsition  to  the  comptn>ller*8 
confirmation,  Mr.  W^eeks  then,  and  then  only,  apologetically  stated  to  the  com- 
mittee : 

"  Well,  Mr.  Chairman.  I  have  a  memornndnm  of  Mr.  StoU's  letter  to  me, 
which,  in  justice  to  Mr.  Williams,  I  was  going  to  mention,  because  I  noted  that 
it  came  from  Ijexlngt<m,  Ky." 

The  Chairman.  He  produced  the  letter. 

Mr.  Williams.  He  did  not  produce  it.  Senator. 

The  Chairmax.  He  told  the  committee  he  had  one  letter  com- 
mending you? 

Mr.  Williams.  Not  until  after  I  brought  this  matter  out. 

The  Chairman.  After  you  brought  out  the  matter  of  the  re,sohi- 
tions  adopted  by  the  clearing  houses? 

Mr.  WiLi^v3i8.  Yes,  sir. 

Senator  Fletcher.  He  then  called  attention  to  the  letter  that  he 
had  received  from  the  bank? 
Mr.   Wtluams.  He  had  said,  Senator,  "I  have  never  received  a 
letter  that  was  not  critical  of  the  comptToWeT?'    kxvdi  XJcl^w  1  btou^it 
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out  the  correspondence  with  Lexington,  and  after  I  had  brought  out 
the  fact  that  this  letter  was  from  Lexington,  then  he  made  that  state- 
ment— ^'*I  was  going  to  call  attention  to  it."  But  it  was  after  he 
said  that  he  had  never  received  a  letter  that  was  not  critical  of  the 
comptroller. 

The  Chairman.  Had  you  given  to  the  committee  this  letter  from 
the  banker? 

Mr.  WnxiAMS.  I  am  coming  to  that  now. 

The  Chairman.  Before  Senator  Weeks  called  the  attention  of  the 
committee  to  the  fact  that  he  had  one  letter? 

Mr.  Williams.  He  had  denied  that  he  had  received  any  communi- 
cation that  was  not  critical. 

The  Chairman.  Yes. 

Mr.  Williams.  Then  I  drew  attention  to  the  facts.  I  think  Sen- 
ator Fletcher  asked,  "Is  that  from  Lexington,  Ky."?  Do  you  recall, 
Senator? 

Senator  Fletcher.  Yes;  I  do. 

Mr.  Williams.  And  then  Senator  Weeks — the  testimony  is  here, 
and  I  would  be  very  glad  to  read  that  in  right  here  if  you  would  like. 

The  Chairman.  Oh,  no;  go  ahead.  If  the  record  shows  this, 
there  is  no  use  in  continuing  it  any  further. 

Mr.  Williams  (continuing  reading)  : 

That  was  the  only  reference  Mr.  Weeks  made  to  the  letter  he  had  just  re- 
ceived, protesting  against  his  eonthiuing  his  opposition,  and  commending  so 
warmly  the  work  and  administration  of  the  office  of  the  Comptroller  of  the 
Currency,  and  as  he  closed  his  testimony  without  producing  that  letter  the 
comptroller  subsequently  submitted  to  the  committee  a  copy  of  that  letter  to 
Mr.  Weeks  which  the  Senator  had  po  recently  received  and  which  he  admitted 
he  had  "  noted  "  as  coming  from  "  Lexington,"  and  which  was,  therefore,  fresh 
in  his  memory  at  the  time  he  falsely  claimed  he  could  not  recall  "  a  single 
word  that  was  not  critical  of  the  comptroller." 

The  matter  of  a  single  letter  of  course  is  m)t  important  of  itself.  In  this 
Instance,  however,  this  letter  taken  with  the  circumstances  connected  with  it 
has  serious  signiilcance.  It  seems  to  prove  that  Mv.  Weeks's  memory  falls  to 
function  efficiently  on  points  favorable  to  my  fitness  to  be  comptroller,  but  it  Is 
vividly  retentive  of  every  scrap  of  anonymous  suggestion  or  bit  of  floating  fret- 
fnlhess  he  can  gather  to  support  his  contention  that  the  comptroller  Is  as  he 
charged,  **  temperamentaUy  unfit."  It  suggests  that  even  he  may  doubt  the 
value  of  opinion  bas^  on  rejection  of  the  evidence  of  one  side  and  inflation  of 
that  on  the  other  side.  It  indicates  that  such  opinion  was  entitled  to  little 
weight  even  aided  by  the  dignity  of  a  senatorship  from  Massachusetts  and 
can  not  command  much  respect  even  by  the  pathos  of  its  e\pres.^ion  as  a 
"Swan  Song."  as  the  now  ex-Senator  described  his  fervent  apr*eal  before  the 
Senate  committee,  preceding  his  retirement,  by  request  of  his  constituents. 

In  tlie  light  of  this  incident,  as  set  forth  In  the  official  record,  the  statement 
made  by  I^Ir.  Weeks  before  the  committee,  and  which  is  quoted  above,  that  he 
had  received  "a  great  many  communications"  criticizing  the  Comptroller  of 
the  Currency,  calls  for  corroboration,  particularly  In  view  of  my  direct  challenge 
to  him  before  the  Senate  committee  to  produce  every  letter  and  every  com- 
plaint which  had  ever  reachetl  him  in  criticism  of  the  comptroller,  and  the  late 
Senator's  apparent  inability  to  produce  anything  to  show  the  sUghtest  founda- 
tion for  his  vaunting  assertions. 

As  a  matter  of  fact,  despite  his  malevolent  efforts  to  discredit  or  injure  and 
his  anxiety  to  give  to  his  protest  all  the  force  that  he  could  summon,  it  appears 
by  the  record  that  he  was  able  to  bring  before  the  committee  only  two  letters 
of  criticism  from  all  the  7,800  national  banks  and  20,000  executive  officers  of 
such  banks,  one  of  which  he  admitted  was  anonymous — from  a  man  whose  name 
he  did  not  know,  and  who,  it  might  he  inferred,  was  too  cowardly  to  com- 
municate with  him  directly.  The  other  letter  which  he  read  to  the  committee 
was.  he  said,  from  a  '*  banker  " ;  but  the  only  objection  that  banker  gave  to  my 
admini.Htration  was  based  upon  certain  recommendations  made  in  the  comp- 
troller's annual  report  to  the  Congress — with  especial  reference  to  limitations 
advocated  by  the  comptroller  upon  a  national  bank's  loans  to  Its  own  Qif&«(»c% 
and  directors. 
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Thot$e  two  letters,  supplemented  by  a  few  newspaper  articles  furnished  by  tt 
discredited  local  bank  otticial,  with  whom  it  appears  Mr.  Weeks  was  collaborat- 
ing and  who  had  pUinned  a  paid-for  propaganda  against  the  comptroller's  office^ 
have  furnished  largely  the  basis  for  his  unjust  and  invidious  attack. 

I  feel  it  my  duty  to  bring  these  facts  before  you  for  your  own  information 
and  for  the  information  of  the  Senate  committee,  which  had  been  so  grossly 
imposed  upon. 

Faithfully,  yours,  Jno.  Skelton  Williams. 

The  Chairman.  You  do  not  know  what  knowledge  Senator  Weeks 
had  of  the  ^nuineness  of  these  resolutions  ? 

Mr.  Williams.  I  do  not.  I  have  given  you  the  facts  within  my 
knowledge  in  the  statement  in  that  letter,  sir. 

The  Chairman.  You  do  not  intimate  that  he  knew 

Mr.  Williams.  I  do  not  know  what  he  knew  about  them.  I  knew 
he  stated  that  he  was  unwilling  to  give  the  name  of  the  other  associa- 
tion there.  That  testimony  in  the  record  will  show  that  he  made  that 
statement. 

The  Chairman.  You  said  that  one  was  a  fake;  and  then  you  did 
not  complete  your  statement  with  regard  to  the  other. 

Mr.  Williams.  The  other  one — you  mean  Lexington? 

The  Chairman.  Yes. 

Mr.  Williams.  Bv  your  leave  I  will  read  this  letter. 

The  Chairman.  Can  vou  not  abbreviate  it,  Mr.  Williams? 

Mr.  Williams.  It  is  not  long.  Senator.     It  l)ears  directly  upon  it. 

[Reading:] 

Treasury  Department, 
Mr.  J.  K.  Downing,  WaMhlnffton,  March  2o,  1919. 

Vice  President  nnd  Cttstiier, 

Phoenix  d  Third  National  Bank,  Lexington,  Kf^. 

Dear  Sir:  I  have  your  lett6r  of  the  21st  instant,  acknowle<lgiug  receipt  of 
copy  of  my  letter  of  March  1  to  Representative  McFatUlen  and  of  a  memo- 
randnra  containing;  excerpts  from  testimony  l)ofore  the  Ranking  and  Currency 
Committee  of  the  Senate. 

You  inform  me  that  you  were  '*  an  active  applicant  for  the  position  of  Comp- 
troller of  the  Currency  "  at  the  time  I  first  rect»lve<i  my  appointment  as  comp- 
troller;  that  you  are  not  at  this  time  president  of  the  Lexin^'ton  Clearing  House 
Association,  and  were  not  In  the  State  at  the  time  that  the  clearing  house  as5}0- 
elation  passed  a  resolution  condemning  my  administration  of  this  office.  Rut 
you  add,  "in  view  of  the  delicate  situation  in  which  T  (you)  would  have  been 
placed  I  (you)  might  add  that  should  I  (you)  have  been  present  at  the  meeting 
I  (you)  would  have  asked  to  be  excused  from  voting,"  and  you  ask  me  to 
**  accept  this  explanation  in  the  spirit  In  which  it  is  sent." 

I  was  not  aware  tliat  you  are  or  had  been  the  president  of  the  Lexington 
CJlearlng  House  Association,  nor  had  it  been  brought  to  my  notice  that  you 
are  vice  president  and  cashier  of  the  Phoenix  &  Third  National  Rank,  but  now 
that  you  remind  me  of  it,  I  do  rei*all  that  were  "an  jictive  applicant  for  the 
position  of  Comptroller  of  the  Currency  at  the  time  you  (T)  were  first  ap- 
pointed." 

The  McFadden  letter  to  which  you  referred  was  mailed  by  my  authority  to 
the  presidents  of  several  clearing  house  as.soclatlons.  listed  as  such,  nnd  you 
were  Included  in  that  way. 

The  resolution  which  was  adopted  by  the  Lexington  Clearing  House  Associa- 
tion (only  one  other  national  bank  in  addition  to  your  own,  as  I  understand  it. 
voting  In  favor  of  It)  declared  "that  this  association  would  regard  the  con- 
firmation of  the  nominati(m  of  Mr.  Williams  unfortunate  for  the  banking  In- 
terests of  the  United  Stiites  for  the  reasons  that  there  exists,  whether  justly 
or  unjustly,  great  antagonism  between  Mr.  Williams  and  the  banks  of  the 
country,  and  great  dissatisfaction  with  the  manner  and  methtnl  of  the  ad- 
ministration of  his  office"    *     *     * 

Referring  to  the  meeting  at  which  the  above  resolution  was  offered  you  now 

Inform  me  that  "  In  view  of  the  delicate  situation  in  which  you  (I)  would  have 

been  placed  I  (you)  might  add  that  should  I  (you)  have  been  present  at  the 

meeting  I  (you)  would  have  asked  to  be  excused  from  voting." 

I  assume  from  this  statement  of  yours  that  you  approve  of  the  "great 

antagonism  "  directed  against  this  office  and  tUe  "  greut  dissatisfaction  with  tt» 

manner  and  method  of  the  administration"  of  t\\\R  omc^,  «i«»i^TV«ei  \s^  >ii»l 
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resolution,  for  otherwise  I  assume  that  recognizing  the  injustice  of  such  a 
declaration  you  would  have  been  quick  to  denounce  it  and  to  vote  in  opposition 
to  it,  as  did,  I  understand,  all  the  national  banks  in  I^xlngton  other  than  your 
bank,  with  but  a  single  exception. 

Neither  you  nor  your  clearing  house  association  have  pointed  out  what  actions 
of  this  office  or  what  mehods  have  caused  the  "  great  antagonism  "  and  '*  great 
dissatisfaction**  which  your  clearing  house  association  claims  existe4l. 

If  agreeable  to  your  clearing  house  association,  I  should  be  inter€*ste<l  to  see 
a  copy  of  the  letter  to  ex-Senator  Weeks  which  conveyed  to  the  latter  the 
copy  of  the  resolution  presented  by  Mr.  Weeks  to  the  Senate  committee,  if  you 
will  furnish  It  The  lettel*  of  transmittal  was  not  presenteil  by  the  ex-Senator 
to  the  committee,  and  he  furthermore  concealed  tlie  Identity  of  the  clearing 
house  association  which  he  said  had  passed  the  resolutions  until  when  chal- 
lenged by  a  Senator  he  learned  to  his  apimrent  surprise  that  their  origin  had 
been  uncovered  and  he  then  admitted  that  they  came  from  I^exington. 

I  think  I  can  understand  that  in  conservative  and  established  connnuidties 
like  Lexington  and  Winchester  [lersonal  relationships  are  strong  and  (chagrin 
for  the  defeat  of  the  entirely  proi)er  aspirations  of  an  enterprising  and  resi>e<rte<l 
citizen,  as  1  have  no  doul)t  you  are,  is  yet  alive  even  after  six  years.  Of  the 
boards  of  directors  of  more  than  28,000  banks,  trust  CNtmpanieK,  and  clearing 
house  assoi'iations  in  the  count r>',  none  but  the  boards  of  those  two  clearing 
bouse  associates,  as  far  as  I  am  advise<l,  have  adopte<l  resolutions  or  taken 
any  action  against  the  present  comi)troller.  I  could  not  imagine  the  reason  foi' 
the  apfjarent  antagonism  until  reminded  by  you  of  your  former  cnindldacy  for 
the  place  I  hold. 

Probably  It  did  not  occur  to  the  gentlemen  wiio  adopted  these  re.solutions 
that  In  undertaking  to  show  their  zealous  friendship  for  you  they  were  doing 
me  an  injustice  and  doing  what  they  could  to  injure  me,  although  I  had  d(me 
them  no  harm,  given  them  no  cause  of  offense  and  was  not  even  personally  re- 
.sponsible  for  my  own  apiN>intment.  I  hope,  for  their  own  sakes,  they  did  not 
consider  their  action  very  carefully  nor  atop  to  realize  the  unpleasant  position 
in  which  it  placed  them. 

Allow  me  to  say  in  conclusi<m  that,  unlike  yourself,  I  have  never  been  "  an 
active  applicant  fon  the  position  of  Comptroller  of  the  Currency,"  or  any  other 
kind  of  an  applicant  for  this  or  any  other  office.  As  a  matter  of  fact,  I  de- 
cllnecl  this  office  when  1  was  first  honored  by  having  it  tendered  to  me,  but 
when  offered  the  second  time,  five  years  ago,  I  accepte<l  It  in  the  hope  that 
my  experience  and  services  might  be  of  some  value  to  an  administration  which 
it  was  my  earnest  desire  to  aid  in  aily  way  I  could. 

Yours,  very  truly,  .Jno.  Skei.ton  Williams. 

In  conclusion,  Mr.  C'hairinaii,  with  your  permission,  as  on  the  per 
contra  of  these  two  resohitions,  one  the  fake  resokition  from  Win- 
chester and  the  other  the  resohition  passed  on  the  vote  of  two  national 
banks  with  the  assistance  of  State  banks  at  Lexington,  I  would  like 
to  I'ead  to  you  this  letter  that  cam^  to  me  through  the  mail. 

The  Chairman.  Do  you  want  to  go  on  in  the  morning? 

Mr.  Williams.  I  will  finish  this  and  dispose  of  this  particular 
subject. 

The  Chairman .  Do  you  want  to  go  on  in  the  morning? 

Mr.  Wn.LiAMS.  What  is  your  pleasure,  Senator? 

The  Chairman.  It  is  for  the  committee  to  say. 

Mr.  Williams.  In  view  of  the  fact  that  as  I  understand  it  you 
Avill  probal)ly  want  to  take  up  the  reply  to  Mr.  Hogan  to-mon*ow\  or 
the  next  time  you  go  on,  it  might  be  well  to  wait  until  day  after 
to-moriow  to  give  me  a  little  time.  I  have  not  had  a  printed  copy 
of  the  testimony  until  a  few  minutes  ago.  If  it  is  agreeable  to  the 
committee  I  would  appi-eciate  it  if  you  would  let  it  go  over  until 
Friday. 

I  will  close  with  a  very  short  letter.  I  am  going  to  take  the  liberty 
of  simply  laying  before  the  committee  this  letter  and  a  couple  of 
telegrams 

The  Chairman.  I  suggest  that  you  put  these  in  witVvowl  v^^<X\w^ 
them,  Mr.  ^Vllliam.s. 
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Mr.  Williams.  It  will  only  take  me  abont  two  minutes,  Mr.  Chair- 
man.    [Reading:] 

Mr.  F«3tU8  J.  Wade,  president  of  the  Mississippi  .Valley  Trust  Co.,  of  St. 
Ix>iiiR,  which  Is  now  one  of  the  largest  if  not  the  largest  trust  company  In  the 
West,  has  furnished  nie  the  follo\iinp  copy  of  a  letter  addressed  by  him  volun- 
tarily, to  a  member  of  the  United  States  Senate: 

"  I  am  closing  the  twentieth  year  in  the  banking  business.  During  that  period 
of  time  I  have  given  u  great  deal  of  attention  to  matters  financial.  In  a  national 
way.  As  a  member  of  the  Currency  Commission  of  the  American  Bankers' 
Assoi-iation.  as  president  of  the  Mercantile  National  Bank,  and  as  president  of 
the  St.  IjOuIs  Clearing  House  for  two  years.  It  was  within  my  province  to  have 
an  Intimate  acquaintance  with  the  four  gentlemen  who  held  the  position  of 
Omipt roller  of  the  Currency  during  that  perlcnl,  namely,  Messrs.  BJcclea,  Ridgely, 
Murray,  Williams. 

"  I  can  unhesitatingly  say,  without  casting  any  reflection  on  the  other  gentle- 
men, that  the  Hon.  John  Skelton  Williams  has  made  the  most  efficient  comp- 
troller of  all  of  the  above  that  preceded  him. 

"  If  this  were  merely  a  personal  opinion  that  could  not  be  borne  out  by  facta, 
then  It  would  be  regarded  as  an  ordinary  letter  of  commendation,  but  the  under- 
lying principle,  the  fundamental  principle  upon  which  the  office  of  the  Comp- 
troller of  the  Currency  is  based  is  to  avoid  failures,  pursue  the  dishonest  or 
incompetent,  and  to  protect  the  depositor  and  stockholder  of  the  national  bank- 
ing system.  This  John  Skelton  Williams  has  done  to  a  superlative  degree,  but 
in  doing  so  nec'essarlly  made  enemies,  who  are  not  only  unjust  but  venomous 
in  their  opposition  to  his  confirmation. 

"  Knowing  you  as  I  do,  and  feeling  c*ertain  that  you  want  to  do  justice  above 
nil  things,  I  beg  of  you  to  look  into  Mr.  Williams'  record  carefully  and  analyti- 
cally, and  if  you  do  I  feel  confident  your  sense  of  justice  will  Impel  you  to  vote 
for  his  confirmation. 

"  I  am  writing  this  letter  without  the  knowledge  or  consent  of  Mr.  Williams 
and  to  show  that  it  is  not  a  new  thought  I  send  you  a  copy  of  a  telegram  whicb 
I  sent  Mr.  Williams  last  February : 

•*  •  If  there  be  any  doubt  about  your  confirmation  I  would  *be  pleased  to  go  to 
Washington  to  testify  you  made  the  best  comptroller  during  my  20  years*  ex- 
perience.' 

••  The  whole  and  sole  pur|)Ose  of  my  writing  to  you  Is  to  see  that  justice  is 
(l<me  to  a  conscientious,  painstaking,  hard-working  public  official. 

"  With  kind  regards. 
"  Yours,  very  truly." 

Senator  Calder.  Is  that  gentleman  one  of  the  governors  of  the 
Federal  reserve  bank  ? 

Mr.  Williams.  I  think  he  is  not,  Senator. 

I  will  also  take  the  liberty  of  reading  the  inclosed  copy  of  a  tele- 
gram which  was  forwarded  to  me  from  St.  Louis.  It  appears  to  have 
been  addressed  to  a  member  of  the  Senate.    It  says : 

St.  Loruis,  July  2,  1919, 

We  strongly  recommend  John  Skelton  Williams  for  confirmation  as  comp- 
troller and  do  hope  you  will  vote  for  him. 

Walker  Hill,  John  G.  Lonsdale, 

Vn'H.,  McchanicH'Ameri<*,an  Natl.  Bank.  PrcHdetit.  NaWmal  Bank  of  Commerce, 
Edward  B.  Pryob,  N.  A.  McMnxAN, 

President,  State  National  Bank.  Pres..  St.  Jjouis  Union  National  Bank, 

F.  O.  Watts,  Brkckenrtdoe  Jones. 

PreMdent,  Third  National  Bank. 

I  would  say  that  the  resources  of  those  particular  institutions  ag- 
gregate, I  think,  approximately  $350,000,000  and  the  telegram  in- 
cludes among  its  signers  two  former  presidents  of  the  American 
Rankers'  Association. 

I  thank  you. 

The  Chairman.  The  committee  will  adjourn  until  Friday  morning 
at  10  o'clock. 

(miei'eupon^  at  6.03  o'clock  p.  m.,  tlv^  committee  adjourned  until 
Friday,  July  18, 1919,  at  10  o'clock  p.  m.") 
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FRIDAY,  JULY  18,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D,  0. 

-  The  committee  met  pursuant  to  adjournment,  at  10.10  o'clock  a.  m., 
in  the  committee  room,  Senate  OflSce  Building,  Senator  George  P. 
McLean,  presiding. 

Present:  Senators  McLean  (chainnan),  Page,  and  Gronna. 

Present  also :  Hon.  John  .Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency; Hon.  John  E.  Laskey,  United  States  Attorney  for  the  Dis- 
trict of  Columbia ;  and  others. 

The  Chairman.  The  committee  will  be  in  order. 

STATEMENT  OF  HON  JOHN  E.  LASHET,  XTNITED  STATES  ATTOR- 
NEY FOR  THE  DISTRICT  OF  COLUICBIA: 

Mr.  Laskey.  Mr.  Chairman  and  Senators,  I  am  the  United  States 
Attorney  for  the  District  of  Columbia,  and  have  been  such  since 
October,  1914.  I  was  district  attorney  all  during  the  year  1915,  and 
as  district  attorney  signed  the  indictment  in  the  case  of  the  United 
States  against  Charles  G.  Glover,  William  J.  Flather,  and  H.  H, 
Flather. 

Mr.  Williams,  through  Mr.  Adkins,  spoke  to  me  about  the  fact 
that  Mr.  Hogan  testified  in  the  hearing,  and  that  he  would  like  to 
have  me  come  up  and  hear  what  Mr.  nogBXi  had  to  say.  I  told  Mr. 
Adkins  that  I  was  not  particularly  interested  in  what  Mr.  Hogan 
might  say,  and  that  I  could  not  come,  but  that  I  knew  it  to  be  a 
fact  that  Mr.  Williams  did  not  influence  the  bringing  of  the  indict- 
ment, or  attempt  to  influence  the  bringing  of  the  indictment,  or  to 
control  its  disposition  after  it  was  brought,  and  if  he  wanted  those 
facts  to  appear  of  record  I  was  perfectly  willing  to  come  up  here 
and  state  them  as  facts.  I  saw  Mr.  Williams  in  the  hall"  the  day  of 
the  President's  appearance  before  the  Senate,  and  told  him  the  same 
thing.  He  told  me  he  would  like  to  have  me  come,  and  as  a  conse- 
quence, I  think,  he  told  the  chairman  to  ask  me  to  come,  and  I  am  here. 

The  indictment  against  the  three  defendants  was  predicated  upon 
the  fact  that  in  the  equity  cause  which  was  pending  before  Mr.  Justice 
McCoy  an  affidavit  was  filed  by  the  defendants  known  as  the  Wesley 
Bennett  affidavit,  which  contained  as  part  of  it  a  transcript  of  the 
record  of  the  transactions  had  between  the  Riggs  National  Bank  and 
the  brokerage  firm  of  Lewis  Johnson  &  Co. 
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AVhen  counsol  for  the  defendrtiits  was  about  to  read  that  affidavit 
I  here  was  objection  made  on  tlie  part  of  counsel  for  the  Kiggs  bank, 
who  said  they  had  not  l>eea  served  with  a  copy  of  it,  and  tney  ob- 
jected to  its  being  read.  Explanation  was  made  as  to  why  they 
wei-e  not  served  with  a  copy,  and  the  court  said  he'  would  hear  the 
affidavit  and  give  counsel  an  opi)ortimity  to  reply  thereto. 

Next  day  the  plaintiffs,  through  Senator  Bailey,,  produced  an  affi'- 
davit,  and  stated  that  it  was  filed  in  answer  to  the  affidavit  of  Wesley 
Bennett.  He  did  not  say  that  in  words,  but  that  was  the  substance 
of  it.    I  have  a  copy  of  that  affidavit. 

Senator  Page.  May  I  ask  if  we  are  to  take  up  this  Glover  fight 
here  further  in  regard  to  this  case? 

Mr.  Laskey.  I  do  not  know  to  what  extent  you  want  me  to  go 
into  it. 

Senator  Page.  That  is  the  point.  To  what  extent  do  you  expect 
to  go  into  it  ? 

Mr.  Laskey.  I  want  to  go  into  it  to  the  necessary-  extent  to  show 
that  Mr.  Williams  did  not  endeavor  to  influence  the  bringing  of  this 
indictment,  that  he  did  not  influence  the  bringing  of  it,  and  did  not 
attempt  to  control  it  after  it  was  brought. 

Senator  Page.  Are  you  sure  you  can  prove  a  negative  of  that  kind? 

Mr.  Laskey.  So  far  as  I  am  concerned ;  yes,  sir. 

Senator  I^age.  You  mean  so  far  as  you  are  concerned  you  have  no 
knowledge. 

Mr.  Laskey.  I  do  not  purport  to  speak  for  others. 

Senator  Page.  You  do  speak  for  others  when  you  say  you  know  no 
influence  was  brought. 

Mr.  Laskey.  On  me;  yes. 

Senator  Page.  You  qualify  it  in  that  way? 

Mr.  Laskey.  Ortainly.  I  was  (mly  intending  to  speak  that  far. 
That  affidavit  stated  that  "  the  siiid  bank  never  at  any  time  boiight 
or  sold  any  stock  whatever  from  or  through  the  firm  of  I^ewis  John- 
son &  Co. ;  that  the  Riggs  National  Bank  never  at  any  time,  from  its 
organization  to  the  present,  ever  made  a  short  sale  of  stock  t-o  or 
through  Lewis  Johnson  &  Co.:  that  if  there  arc  any  entries  on  the 
books  of  the  bank  or  finn  of  I^^vis  Johnson  &  Co.  which  purport  to 
show  that  the  Riggs  National  Bank  l)ought  stock,  sold  stock  or  made 
short  sales,  those  entries  are  false. 

At  the  time  the  affidavit  was  i*ead,  or  the  day  after  it  was  presented, 
it  was  called  to  the  attention  of  the  court  tliat  it  was  a  serious  nmtter, 
that  it  presented  a  direct  contradiction  between  the  two  affidavits^  and 
either  one  was  false  or  the  other  was  false. 

After  the  argument  of  the  case  was  over,  the  court,  Mr.  Justice 
McCoy,  spoke  to  me  atout  that  affidavit,  and  stated  that  in  his  opin- 
ion it  was  a  matter  to  be  presented  to  the  grand  jury.  There  was  an 
investigation  made,  the  records  of  the  bank  were  searched  to  trace 
the  stock  transactions  referred  to  in  the  Wesley  Bennett  affidavit,  and 
the  results  of  those  inve^sti^^ations  were  connnunicated  to  me.  It  was 
my  duty,  of  course,  to  consider  whether  or  not  that  affidavit  -was  false, 
and  whether  it  was  willfully  false.  I  conferred  with  the  then  At- 
torney General,  Mr.  Gregory,  and  in  an  interview  I  had  with  liim  at 
which  no  one  was  present  but  him  and  myself,  ho  stated  that  it  was 


NOMINATION   OF  JOHN  SKELTON   WILLIAMS.  889 

for  US — that  is,  himself  and  myself — to  determine  whether  or  not  the 
Tnatter  should  be  presented  to  the  grand  jury,  and  that  he  would  rely 
upon  my  judcfment,  after  an  investigation  of  the  facts,  as  to  whether 
or  not  tlie  amdavit  was  false,  and  willfully  false. 

I  made  such  an  investigation,  and  told  him  that  in  my  opinion  it 
was  willfully  false.  He  told  me  then  to  proceed  as  I  w^ould  in  any 
other  criminal  case,  and  said  that  if  I  needed  any  assistance  from 
the  department  he  would  give  it  to  me.  I  told  him  I  would  like  to 
have  Mr.  Fitts  participate  in  the  case,  and  he  said  he  would  assign 
him  to  it. 

The  matter  was  presented  to  the  grand  jury  and  the  grand  jury 
presented  the  defendants. 

The  Chairman.  Who  testified  before  the  grand  jury? 

Mr.  I^SKEY.  I  can  not  from  memory  tell  you  all  the  witnesses. 
Mr.  Ailes  was  a  witness,  Mr.  Trimble  was  a  witness,  Mr.  Sherrill 
Smith  was  a  witness 

The  Chairman:  Did  Mr.  Trimble  repi-esent  the  comptroller? 

Mr.  Laskey.  No,  sir.    He  was  a  witne^ss  as  to  facts. 

The  Chairman.  He  was  an  examiner? 
.   Mr.  Laskey.  Oh,  yes;  he  was  an  examiner. 

The  Chairman.  From  the  comptroller's  office? 

Mr.  Laskey.  So  was  Mr.  Smith.  Mr.  LammoncL  Miss  Sheehy,  the 
<'lerk  in  Mr.  Hogan's  office,  before  whom  the  amdavit  was  made; 
clerks  from  the  clerk's  office  of  the  Supreme  Court  of  the  District 
who  produced  the  papers;  and  the  stenographers  who  had  taken  the 
record  of  the  proceedings. 

The  Chairman.  Did  you  know  at  that  time  that  the  affidavit  was 
drawn  by  Mr.  Hogan? 

Mr.  Laskey.  That  it  was  drawn  by  him? 

The  Chairman.  Yes. 

Mr.  Lackey.  Yes,  sir. 

The  Chairman.  And  you  had  heard  his  explanation? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  Notwithstanding  that  you  thought  that  it  was 
willful? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  On  the  part  of  the  officers? 

Mr.  Laskey.  Yes,  sir.  And  I  was  led  to  that  conclusion  by  the 
fact  that  these  officers  must  have  had  an  object  in  stating  that  Riggs 
National  Bank  had  not  bought  stocks  or  sold  stocks  through  T^ewis 
Johnson  &  Co.  If  I  may  be  permitted  to  say,  it  has  been  stated — I 
read  last  night  in  Mr.  Hogan's  testimony — that  for  the  convenience 
of  Lewis  Johnson  &  Co.  there  was  an  account  carried  on  the  books 
in  the  name  of  the  Riggs  National  Bank.  The  transactions  purport- 
ing to  be  upon  that  stock  ledger  were  bona  fide  transactions  with 
the  Riggs  National  Bank,  and  with  no  one  else,  because  the  order 
was  received  by  I^ewis  Johns<m  &  Co.  from  the  Riggs  National  Bank 
upon  tlie  day  of  a  purchase.  At  the  close  of  the  day  they  reported  to 
the  Riggs  National  Bank  "  We  have  bought  for  your  order,"  specify- 
ing the  stock  and  the  price,  and  received  credit  upon  its  bank  book 
with  the  Riggs  National  Bank  for  the  amount  of  tne  purchase.  And 
"when  there  were  stocks  sold,  the  facts  were  the  reverse.  Of  course, 
Lewis  Johnson  &  Co.  would  notify'  the  Riggs  Bank  that  they  had 
sold  stock  for  their  order  and  their  account  and  their  risk.    When 
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they  received  the  shares  of  stock  so  sold,  they  would  transmit  a 
check. 

The  Chairman.  All  that  is  a  matter  of  record,  is  it  not? 

Mr.  Laskey.  Oh,  yes;  it  is  all  a  matter  of  record.  I  said  that  these 
oiScers  must  have  laiown  that  these  were  transactions  of  the  bank, 
and  that  they  had  an  object  to  conceal  the  fact  that  the  bank  had  so 
dealt  in  stocks,  which,  to  my  mind,  was  evidenced  by  the  fact  that 
some  of  the  oflScers  made  a  profit  out  of  those  transactions. 

Senator  Gronna.  Were  you  convinced,  Mr.  Laskey,  that  the  offi- 
cers individually  made  a  profit  out  of  it? 

Mr.  Laskey.  Yes,  sir. 

Senator  Gronna.  It  has  been  stated,  if  I  am  not  mistaken,  that  all 
these  profits  ultimately  went  back  to  tne  bank.  Did  you  go  into  that 
phase  of  it? 

Mr.  Laskey.  Yes,  sir.  For  years  they  had  what  they  called  a 
"  commission  account,"  and  the  bank  charged  a  commission  for  every 
sale  or  every  purchase,  and  into  that  commission  account  went  those 
commissions.  Afterwards,  when  they  transferred  from  the  commis- 
sion account  to  the  Glover-Flather  account  those  commissions  were 
made  to  that  account.  There  was  a  transaction  in  1911,  in  which  the 
bank  ordered  the  purchase  of  140  shares  of  stock.  It  was  bought  on 
that  day,  and  the  bank  was  notified  of  the  purchase.  A  few  days 
later  30  shares  of  the  stock  were  allotted  to  a  gentleman  whose  name 
I  do  not  recall.  The  other  110  shares  of  stock  remained  with  Lewis 
Johnson  &  Co.,  and  they  were  sold  some  8  or  10  days  after  that  at  a 
profit  of  $705.  That  profit  was  turned  into  the  Glover  &  Flather 
account. 

One  of  the  officei-s  of  the  bank,  H.  H.  Flather,  would  make  a  profit 
for  himself  out  of  the  transactions  of  the  bank.  For  instance,  if  a 
customer  of  the  bank  ordered  the  purchase  of  a  given  number  of 
shares,  say  10  or  100  shares  of  stock  of  a  particular  corporation,  that 
order  was  sent  to  Lewis  Johnson  &  Co.  If  that  stock  went  up  the 
same  day,  there  was  a  selling  order  put  in  to  close  out  that  purchase, 
and  another  purchase  was  made,  the  customer  was  given  the  se'X)nd 
purchase,  and  the  profit  derived  from  the  first  was  paid  to  Mr.  H.  H. 
Flather. 

The  Chairman.  What  is  your  authority  for  that  statement? 

Mr.  Laskey.  The  evidence  in  the  case. 

.The  Chatrjuan.  Did  the  court  so  find?  That  is  a  conclusion  you 
drew  from  the  evidence? 

Mr.  Laskey.  That  was  the  proof  in  the  case. 

The  Chairman.  That  is  a  conclusion  you  drew  from  the  testimony 
in  the  case? 

Mr.  Laskey.  It  is  a  fact  established  by  the  evidence  in  the  case. 

The  Chairman.  You  say  the  court  did  not  find  any  such  fact? 

Mr.  Laskey.  No  :  the  court  never  finds  a  matter  of  fact. 

The  Chairman.  The  jury  acquitted  the  accused? 

Mr.  Laskey.  Oh,  yes;  of  course. 

The  Chairman.  I  think  you  can  answer  my  question. 

Senator  Page.  I  do  not  quite  catch  that.  He  says,  "of  course.** 
I  would  like  to  get  the  measure  of  those  two  words. 

Mr.  Laskey.  I  say  it  is  not  a  matter  of  dispute  or  question  that  the 
junr  acquitted  the  defendants. 

Senator  Page.  Tou  say  as  a  matter  of  course  they  acquitted  them. 
What  does  that  meant 
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Mr.  Laskey.  Oh,  no;  I  did  not  sajr  that. 

The  Chairman.  Mr.  Adkins  testified  that  all  of  these  profits, 
whatever  they  were,  wei'e  ultimately  turned  over  to  the  bank. 

Mr.  Laskey.  No;  not  those  profits. 

Senator  Page  (to  the  stenographer).  Please  read  those  words 
spoken  by  Mr.  Laskey. 

(The  stenographer  repeated  the  proceedings  as  follows:) 

The  Chairman.  The  jury  acquitted  the  accused? 
Mr.  Laskey.  Oh,  yes;  of  course. 

Senator  Page.  I  asked  what  the  words  meant.  You  were  asked  if 
the  iuij  acquitted  the  accused,  and  you  said,  "Oh,  yes;  of  course." 

Mr.  Laskey.  I  had  ho  sinister  or  hidden  meaning  in  that,  or  any- 
thing of  that  sort.  I  merely  meant  that  it  is  not  a  matter  of  dispute 
that  the  jury  acquitted  the  defendants. 

Senator  Page.  I  did  not  suppose  you  could  say  that  as  a  matter  of 
course  the  juiy  had  committed  a  crime. 

Mr.  Lasket.  The  jur>^  had  what? 

Senator  Page.  Had  committed  a  crime,  and  as  a  matter  of  course 
acquitted  a  man. 

Mr.  Laskey.  Xo  :  I  do  not  say  that.  I  do  hot  mean  any  such  thing 
as  that. 

Senator  Gronna.  It  is  a  matter  of  record  that  the  jury  acquitted 
them,  and  of  course  you  used  that  language. 

Mr.  Laskey.  Yes. 

The  Chairman.  I  want  to  know  whether  the  statement  about  that 
stock  transaction  is  the  witness's  conclusion,  or  whether  there  is  any 
support  for  it  in  the  record? 

Mr.  Laskey.  Yes;  there  is  support  for  it  in  the  record.  If  you 
want  the  record  of  the  criminal  case,  the  facts  established  by  the 
evidence,  which  were  not  disputed,  will  show  that  to  be  the  fact. 

The  Chairman.  The  verdict  of  the  jury  was  conclusive  as  to  the 
facts  in  that  criminal  case,  was  it  not? 

Mr.  Laskey.  Oh,  yes. 

The  Chairman.  So  you  are  stating  the  opinion  which  you  arrived 
at? 

Mr.  Laskey.  No.  The  finding  of  the  jury  that  the  defendants 
were  not  guilty  would  not  mean  that  they  did  not  find  that  these 
oflScei's  made  a  profit  out  of  it.  There  was  evidence  introduced  in  the 
case  for  the  purpose  of  showing  the  motive  on  the  part  of  the  defend- 
ants for  falsely  swearing. 

The  Chairman.  I  do  not  think  it  is  worth  while  to  continue  that, 
unless  you  give  your  authority  for  your  statement.  You  may  pro- 
ceed. 

Mr.  Laskey.  I  merely  want  to  say — perhaps  I  have  already  Siiid 
it — that  so  far  as  I  know,  Mr.  Williams  did  not  attempt,  directly  or 
indirectly,  to  influence  the  bringing  of  the  indictment,  or  to  control 
it  after  it  was  brougrht. 

The  Chairman.  He  sent  his  examiner  to  appear  before  the  grand 
jury? 

Mr.  Laskey.  Of  course  he  did  that,  because  I  wanted  him  there, 
and  if  he  had  not  sent  him,  I  would  have  subpoenaed  him. 

The  Chairman.  He  was  an  important  witness,  I  assume? 

Mr.  Laskey.  He  was. 

The  Chairman.  Mr.  Williams  was  not  there,  of  course? 
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Mr.  Laskky.  No,  sir.  The  bank  examines  were  sent  into  the 
hank  to  ascreitain  the  facts  in  reference  to  tliese  stock  transactions. 

The  Chairman.  And  it  whs  ui)on  their  i-epoit  that  the  indictment 
was  found? 

Mr.  Laskky.  No;  not  uj^on  their  report  that  the  indictment  was 
found.  The  indictment  was  found  upon  the  testimony  of  the  wit- 
nesses who  appeared  befoi-e  the  jn'«nd  ]ury,  and  those  bank  examiners 
were  among  tne  witnesses. 

The  Chairman.  They  were  the  impoi-tant  witnesses,  were  they 
not? 

Mr.  Laskey.  Yes,  sir;  they  were. 

The  Chairman.  When  did  Mr.  Unteimyer  come  into  the  case? 

Mr.  Laskey.  Mr.  Untermyer  w^as  never  in  the  criminal  case. 

The  Chairman.  He  never  was  associated  with  vou  in  this  matter 
in  any  way? 

Mr.  Laskey.  No,  sir. 

The  Chairman.  Never  conferred  with  you  in  any  way? 

Mr.  Laskey.  About  the  criminal  case  ? 

The  Chairman.  Yes. 

Mr.  Laskey.  No;  I  can  not  sav  that  lie  did.  Of  course,  at  the  tiuie 
that  the  affidavit  was  filed,  the  time  of  the  hearing  of  the  civil  case, 
there  was  discussion  about  the  affidavit,  and  whether  or  not  it  was 
false,  and  whether  or  not  it  was  willfully  false,  and  he  participated 
in  those  discussions. 

The  Chairman.  He  was  present  when  these  affidavits  were  dis- 
cussed ? 

Mr.  Laskky.  Oh,  yes. 

The  C^HAiRMAN.  And  the  question  was  raisetl  as  to  whether  they 
were  willful  or  not? 

Mr.  Laskey.  Yes,  sir. 

The  Chairman.  Did  you  consult  with  Mr.  Williams  about  that? 

Mr.  Laskey.  No,  sir. 

The  Chairman.  You  never  had  anv  confeivnce  with  him  at  all 
with  regard  to  the  case? 

Mr.  Laskey.  No,  sir:  except  that  he  was  present  at  a  confei'ence, 
the  first  one  had,  at  the  Attornev  Generars  office,  a  dav  or  two  after 
that  affidavit  was  filed. 

The  Chairman.  He  was,  then,  present  at  the  Attorney  General's 
office? 

Mr.  Laskey.  "W^s,  sir.  But  that  was  not  the  time  that  the  question 
of  whether  or  not  the  case  should  be  presented  to  the  grand  jury  was 
discussed.    It  was  months  after  that. 

The  Chairman.  After  the  indictment  was  foniul  Mr.  Williams 
was  pivsent  in  the  Attorney  (leneral's  office  and  the  case*  was  dis- 
cussed ? 

Mr.  Laskey.  No.  sir:  I  did  not  sav  that.  It  was  a  dav  or  two  after 
the  affidavit  was  ])ivsente(l  in  the  civil  case  that  there  was  a  meeting 
at  the  Attorney  General-s  office  at  which  Mr.  Williams  was  pi^esent. 

The  Chairman.  That  was  before  the  indictment  was  found? 

Mr.  Lahkey.  Oh,  months  before.  That  was  in  the  month  of  May, 
and  the  indictment  was  found  in  the  month  of  October. 

The  Chairman.  So  that  months  bejFore  the  indictment  was  found, 
or  any  criminal  proceedings  were  begun,  Mr.  Williams  was  present 
in  the  Attorney  General's  office  with  you  ? 
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Mr.  Laskey.  Yes;  I  was  thei-e.  Not  with  nio  alone,  but  thei-e  were 
others  there. 

The  Chairman.  Discussing  the  civil  proceedings  entii-elv? 

Mr.  Laskey.  Yes,  sir. 

The  CiLMRMAX.  What  occasion  had  you  to  go  to  the  Attorney  (ien- 
eral's  office  to  discuss  the  case  brought  bv  the  bank  against  fhe  comp- 
troller? 

Mr.  Laskey.  I  will  amend  my  previous  answer  about  it  Injing  in 
regard  to  the  civil  case  entirely.  It  was  in  i-eference  to  discussing  the 
affidavit  which  was  filed  in  the  civil  case.  I  had  occasion  to  go  there 
because  the  Attorney  fieneral  had  a  meeting  there  that  morning, 
and  requested  me  to  Ire  present. 

The  Chairman.  What  did  Mr.  Williams  say  at  that  meeting? 

Mr.  Laskey.  I  do  not  recall  all  that  he  said.  I  do  i^ecall  that  he 
was  not  a  very  particularly  active  participant  in  the  meeting.  I  am 
quite  sure  he  expressed  his  conviction  that  the  affidavit  was  false,  and 
willfully  false. 

The  Chairman.  If  he  possessed  that  c(mviction,  he  i*ecommended 
prosecution,  did  he  not? 

Mr.  Laskey.  No,  lie  did  not. 

The  Chairman.  He  merely  told  the  Attorney  (ieneral  that  he 
thought  these  officers  were  guilty  of- perjury? 

Mr.  Laskey.  I  can  not  sav  that  he  told  the  Attorney  (ieneral.  We 
wei-e  all  there,  just  as  you  gentlemen  are  around  this  table,  and  he 
expressc»d,  as  I  recall  it,  that  he  was  of  the  opinion  that  it  was  will- 
fully false. 

The  CHAnrMAN.  He  expressed  the  opinion  that  it  was  willfully 
false,  and  you  were  discussing  then  the  propriety  of  bringing  crim- 
inal proceedings? 

Mr.  Laskey.  No,  sir:  we  were  not  discussing  the  propriety  then  of 
bringing  criminal  proceeding;s,  but  to  some  extent 

The  Chairman  (interrupting).  What  wei*e  you  there  for? 

Mr.  Laskey  (continuing).  It  was  under  discussion.  Yes:  to -some 
extent,  it  was  under  discussion. 

Tlie  Chatkmax.  What  else  were  you  discussing  there? 

Mr.  Laskey.  The  entire  civil  casi\  which  was  then  under  discus- 
sion. 

The  Chatioian.  Yon  went  to  the  Attorney  General  s  office  to  dis- 
cuss the  civil  case? 

Mr.  Laskey.  The  civil  case,  and  the  effect  of  this  affidavit ;  yes,  sir. 

The  Chairman.  And  Mr.  Williams  was  there  and  expre.«tse<j  the 
o]>inion  that  it  was  willful  perjury? 

Mr.  Laskey.  Yes,  sir:  that  is  my  recollecti(m. 

The  Chairman.  And  yet  you  want  the  committee  to  understand 
that  he  had  no  control  over  vour  actions  in  the  matter? 

Mr.  liASKEY.  I  (*ertainlv  do. 

The  Chaikman.  I  think  that  is  all. 

Senator  (ironna.  Before  vou  proceeded  with  this  prosecution,  Mr. 
Laskey,  did  you  fi^i  any  information  from  the  official  records  of  the 
bank,  or  was  your  information  obtained  solely  through  the  examiners 
and  through  Mr.  Williams? 

Mr.  Laskey.  We  got  infonnation  from  the  official  records  of  the 
bank. 

Senator  Gronna.  Through  whom? 
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Mr.  Lasket.  Mr.  Milton  Ailes  produced  a  lot — that  was  before  the 
grand  jury — produced  papers  from  the  bank. 

.  SenatorGROXNA.  Before  you  proceeded  with  this  pi*osecution.  Of 
course,  that  was  before  you  would  get  to  the  grand  jury.  Of  course, 
you  would  have  to  make  up  your  mind  l)efoi-e  that? 

Mr.  Lasket.  Oh,  certainly. 

Senator  Gkonna.  Vou  were  satisfied,  as  I  undei-stood  you,  that 
this  case  should  be  taken  Ixjfore  the  grand  jury,  and  that  tlie*se  men 
should  be  prosecuted  for  perjury? 

Mr.  Lasket.  Yes,  sir. 

The  CiiAiKMAN.  What  were  the  facts  ^  In  other  words,  what  led 
}Ou  to  the  conclusion  that  this  affidavit  was  really  false?  Was  it 
from  the  facts  taken  fi-om  the  records,  or  was  it  from  information 
furnished  you  bv'  the  men  connected  or  associated  with  the  office  of 
the  comptroller? 

Mr.  Lasket.  It  was  facts  taken  from  the  records;  nmch  of  the  in- 
formation as  to  the  records  of  the  bank  being  fmnished  by  the  offi- 
cers of  the  comptroller's  office. 

Senator  Gronna.  Reix>rts  obtained  by  these  officials^ 

Mr.  Lasket.  Yes,  sir. 

The  Chairman.  I  do  not  understand  that  there  is  any  dispute  that 
the  records  showed,  and  the  comptroller  had  it,  why  the  mistake 
was  in  the  affidavit. 

Senator  Gronna.  I  was  rather  anxious  to  know  whether  Mr.  Las- 
key  examined  these  I'ecords  from  the  books,  or  'whether  it  was  from 
the  reports  made  by  these  officials.  Of  course,  it  would  make  very 
little  difference  whether  you  conferred  with  Mr.  Williams  person- 
ally, or  whether  you  conferred  with  his  deputies,  as  to  whether  or 
not  there  was  an  influence  brouglit  to  lK»ar  upon  you. 

Mr.  Lasket.  I  will  say  that  there  was  no  influence  bi^ought  to 
bear.  I  sought  to  ascrertain  what  the  facts  were,  and,  having  ascer- 
tained what  the  facts  were,  and  those  facts  being  sufficient,  in  my 
judgment,  to  warrant  the  indictment  of  these. men,  I  so  reported  to 
the  Attorney  General,  and  he  directed  me  to  proceed,  and  to  treat 
the  case  as  I  would  any  other  criminal  case. 

Senator  Gronna.  Exactly.  But  from  you  opening  statement 
one  might  understand — at  least  I  understood — ^that  you  proceeded 
after  having  satisfied  yourself  from  the  records  of  the  bank.  Of 
course,  it  makes  some  difference  whetlier  those  records  are  furnished 
by  the  office  of  the  Comptroller  of  the  Currency. 

The  Chairman.  It  is  very  important. 

Senator  Gronna.  Or  whether  thev  are  obtained  bv  vourself 
directly  from  the  records  of  the  bank.  It  may  not  be  important  to 
the  rest,  but  it  is  to  me. 

Mr.  Laskky.  I  want  to  sa}'  that  I  satisfied  myself,  saw  the  bank 
book  of  I-iCwis  Johnson  &  Co,  on  which  they  received  credits  on  the 
days  of  these  sales,  for  the  sales;  saw  the  checks  of  Lewis  Johnson 
&  Co.  payable  to  the  oi'der  of  the  Riggs  National  Bank  when  Lewis 
Johnson  &  Co.  had  made  a  sale  of  stock,  bearing  the  indorsement  of 
the  Eiggs  National  Bank.     That  is  wlniib  I  mean. 

Senator  Gronna.  But  then  did  you  follow  that  up  to  see  where 
it  ultimately  led  to? 

Mr.  Lxsket.  Yes,  sir. 
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Senator  Gronna.  Who  really  at  the  end  received  the  benefit  of 
the  transactions? 

Mr.  Laskey.  Yes,  .sir. 

Senator  Gronna.  I  think  that  is  all. 

The  Chairman.  I  think  that  is  all,  Mr.  Laskey. 

STATEMENT  OF  ME.  WALTER  P.  EAMSE7,  OF  WASHINGTON,  D.  G. 

The  Chairman.  State  your  name  and  occupation. 

Mr.  Ramsey.  Walter  P.  Eamsey,  solicitor  and  general  agent.  Do 
you  want  me  to  give  my  office  address? 

The  Chairman.  Oh,  no;  just  your  full  name  and  occupation. 
That  is  sufficient.  I  understand  you  desire  an  opportunity  to  make 
a  statement  this  morning? 

Mr.  Eamsey.  Yes,  sir. 

The  Chairman.  You  are  at  liberty  to  proceed. 

Mr.  Ramsey.  The  only  thing  I  care  to  dwell  on  is  the  statement  of 
Mr.  Poole.  I  have  Mr.  Poole's  evidence  in  my  hand  here,  and  he 
states  that  I  visited  him  for  the  purpose  of  soliciting  a  deposit  for 
tJie  Chatham-Pha?nix  National  Bank  of  New  York,  with  the  imder- 
standing  that  if  he  gave  the  deposit  I  would  see  that  he  got  ft  deposit 
of  $500,(X)0  of  the  Emergency  Fleet  Corporation.  That  is  the  mean- 
ing of  his  testimony. 

I  want  to  say  to  you  that  I  never  in  all  my  life  visited  Mr.  Poole 
for  that  specific  purpose.  I  never  called  on  him  for  anything  at 
any  time.  I  have  been  in  his  bank  on  many  occasions,  and  at  this 
particular  time  that  he  speaks  of — a  date  between  November  7th 
and  the  20th — it  is  possible  that  I  was  in  his  bank  15  or  20  times. 
I  go  in  there  nearly  every  week,  and  sometimes  two  or  three  times 
a  week,  and  sometimes  twice  a  iJay,  because  I  know  them  all,  and 
was  associated  with  them  all  before  the  Federal  National  Bank  was 
ever  organized. 

If  my  memory  serves  me  right,  I  was  in  the  bank,  aftd  Mr.  Poole 
called  me  into  Jiis  private  office,  which  he  frequently  did,  to  ask  me 
about  my  family  and  banking  business,  and  I  was  in  there,  and  the 
question  of  deposits  came  iip,  because  he  knew  that  I  was  interested 
in  deposits,  and  this  Fleet  Corporation  came  up,  and  it  was  common 
knowledge — everybody  knew — that  they  had  a  great  deal  of  money 
that  they  were  distributing  around,  and  he  asked  me  the  question  how 
he  could  get  some  of  those  deposits. 

I  said,  "  I  don't  know  how  you  can  get  it.  You  can  get  it,  I  pre- 
sume, just  like  the  balance  of  the  banks  do." 

He  suggested  to  me,  "  It  is  common  rumor  here  that  if  you  deposit 
in  the  Phccnix-Chatham  Bank  you  can  get  some." 

I  said,  "  Why  don't  j^ou  try  it  on,  then?" 

He  just  passed  out,  and  it  passed  out  of  my  mind.  I  never  thought 
of  it — never  heard  of  it  until  he  gave  this  testimony  here. 

I  want  to  state  emphatically  that  I  did  not  make  any  such  proposi- 
tion as  that  to  Mr.  Poole,  because  I  had  no  more  to  do  with  the 
deposits  of  the  Fleet  Corporation  than  you,  Mr.  Chairman.  I  did 
not  attempt  to  control  those,  because  I  have  never  said  a  word  to 
anyone  connected  with  the  Fleet  Corporation  for  deposits,  even  for 
the  bank  which  I  represent,  or  any  other.    You  can  call  every  mem- 
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ber  of  the  Fleet  Corporation,  from  the  messenger  on  up  to  the  head  of 
it,  and  not  one  of  them  will  tell  you  that  I  ever  mentioned  such  a 
proposition  to  them. 

Here  is  one  thing  that  I  want  to  call  your  attention  to.  Mr.  Pooie 
states  in  his  testimony  hei*e  at  the  time  I  made  that  proposition  to 
him  he  had  on  deposit  at  that  time  $007,000.  That  is  proof  positive 
that  I  did  not  know  that  he  had  that  deposit.  He  says  he  would  not 
tell  me.  Of  coui'se  I  did  not  know  it.  Why  should '1  promise  him 
something  that  he  had  ali*eady  ? 

Senator  (tkonxa.  As  I  nndci'stand  it,  there  is  really  no  difference 
between  you  and  Mr.  Poole,  except  this,  that  you  did  not  go  there,  as 
he  stated,  for  this  specific  purpose. 

Mr.  KA3fSEY.  Absolutely  not 

Senator  (ironna.  But  that  you  did  discuss  these  matters? 

Mr.  Kamsey.  We  did  discuss  those  matters. 

Senator  Page.  What  is  your  official  connection  with  the  bank? 

Mr.  Ramsev.  With  the  ("onuuercial  National  Bank? 

Senator  Pa(5k.  Yes. 

Mr.  Kamh£V.  I  am,  I  guess,  in  the  nature  of  an  attorney.  I  nevei 
worked  a  day  in  the  Commercial  National  Bank  in  my  life. 

Senator  Page.  You  are  not  a  dii-ector? 

Mr.  Ramsey.  No,  sir.  I  attend  to  all  their  government  business. 
1  am  a  small  stoirkholder,  and  m}'  wife  is  a  much  hirger  one  than  I  am. 

The  Chairman.  Aix»  you  an  attorney  by  profession? 

Mr.  Rabisey.  W^ell,  yes.  1  have  been  admitted  to  practice  before 
the  Ti-easury  Department.  I  served  in  the  Treasury  Department  16 
years,  in  the  accounting  branch  of  the  office  of  the  xVuclitor  for  the 
War  Department,  was  on  the  law  lK)ard  of  the  Auditor  for  the  War 
Department  for  a  uumbi»r  of  yeai-s.  I  handled  all  of  the  Panama 
Canal  nuitters  when  they  fii-st  came  up,  when  we  took  over  the  Pan- 
ama Canal. 

The  CiiAiKMAX.  Do  vou  have  similar  rehitions  with  other  banks i 

« 

Mr.  RAMsift'.  Yes,  sir. 

The  CiiAiKMAN.  In  Washington^ 

Mr.  Ramsey.  No,  sir.  I  represent  a  New  York  bank  that  is  en- 
gaged in  foreign  business. 

The  Chairman.  What  is  the  name  of  it,  if  you  have  no  objection 
to  giving  it  ? 

Mr.  Ramsey.  I'he  American  Foreign  Banking  Corporation,  of  56 
AVall  Street. 

The  CiiAiRMAx.  Is  Mr.  Boiling  (connected  with  tlie  Conunercial 
Bank  i 

Mr.  Ramsey.  Which  Mr.  Boiling? 

The  Chairman.  A  Mr.  Boiling. 

Mr.  Ramsey.  Yos.  Mr.  R.  V,,  Boiling  is  president  of  the  Commer- 
<'?al  National  Bank. 

The  Chairman.  There  is  another  Mr.  Boiling,  as  I  understand  it, 
connected  with  the  Chatham-Phoenix  National  nank? 

Mr.  Ramsey.  No,  sir;  this  is  the  same  one. 

The  Chairman.  Then  you  are  attorney  for  Mr.  Boiling  of  the 
Commercial  Bank? 

Mr.  Ramsey.  No,  sir:  I  am  not  an  attorney  for  Mr.  Boiling. 

The  Chairman.  Or  for  the  bank? 
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Mr.  Ramsey.  I  liave  been  representinff  the  Comuiercial  National 
Bank  since  1909,  and  was  employed  by  Mi\  John  Poole  himself  when 
he  was  cashier  of  the  Commercial  National  Bank. 

The  Chairman.  But  you  are  attorney  for  that  bank? 

Mr.  Eamsey.  Yes,  sir. 

The  Chairman.  And  the  president  of  that  bank  is  also  the  presi- 
dent of  the  Chatham-Phoenix  Bank? 

Mr.  Eamsey.  No,  sir.  He  has  not  any  connection  whatever,  so  far 
as  I  know,  with  the  Cliatham-Phoenix  Bank.  He  did  at  the  time 
that  Mr.  Poole  refers  to  in  this  matter  here.  He  was  vice  president  at 
that  time. 

The  Chairman.  At  that  time  he  was  vice  pi-esident  of  the  Chat- 
ham-Phtt»nix  Bank  of  New  York? 

Mr.  Kamsey.  Yes,  sir.  Let  me  explain  that  word  ''  attorney  "  for 
the  Connnercial  National  Bank.  I  looked  after  theii*  departmental 
matters.  They  handle  thousands  of  warrants,  and  represent  banks 
all  over  the  whole  country. 

The  Chairman.  As  I  understand  it,  you  were  running  into  the 
Federal  Bank  frequently? 

Mr.  Ramsky.  Oh,  yes,  yes,  yes  indeed. 

The  Chairman.  \ou  were  very  well  acquainted  with  Mr.  Pooled 

Mr.  Ramsey.  All  of  them  were  associated  with  me  in  the  Commer- 
cial National  Bank  prior  to  the  organization  of  the  Federal  National 
Bank,  friends  of  mine. 

The  Chairman.  I  think  that  is  all. 

Senator  Page.  Since  this  hearing  has  commenced  I  have  heard  the 
word  ''  Boiling ''  mentioned  so  many  times  that  I  have  gotten  a  little 
mixed.  Are  there  other  Boilings  connected  with  banks  here  in  Wash- 
ington ?    I  suppose  there  are. 

Mr.  Ramsey.  No,  sir;  I  think  not.  I  l)elieve  that  John  Randolph 
Boiling  writes  the  ads  for  the  Commercial  National  Bank.  But  he 
has  not  any  other  connection  with  it.    He  has  an  office  outside. 

Senator  Page.  Have  there  been  moi*e  than  two  Boilings  connected 
with  this  bank  in  such  a  way  that  their  names  have  come  into  the 
record  ? 

The  Chairman.  I  think  there  are  three  Boilings  mentioned. 

Mr.  Ramsey'.  Yes,  sir. 

Senator  Paoe.  AVho  is  the  third  ? 

Mr.  Ramsey'.  Mr.  R.  W.  Boiling.  He  is  connected  with  the  Ship- 
ping Board,  or  the  Emergency  Fleet  Corporation. 

Senator  Paoe.  Are  they  brothers? 

Mr.  Ramsey.  Yes. 

Senator  Page.  That  is  all. 

STATEMENT  OF  MB.  SHEREILL  SMITH,  OF  NEW  YOBE,  N.  Y. 

Mr.  Smith.  Mr.  Chairman,  my  name  is  Sherill  Smith.  I  am  a 
national  bank  examiner.  I  have  been  asked,  Senators,  to  speak  of 
the  closing  of  the  Fii'st  National  Bank  oi  Uniontown,  Pa.,  tnat  has 
be^n  referred  to  at  this  hearing.  1 

Early  in  January,  1915, 1  was  in  the  city  of  Pittsburgh,  on  my  way 
to  Chicago,  where  I  was  chief  national  bank  examiner,  and  I  learned, 
either  through  John  V.  Thompson,  president  of  the  First  National 
Bank  of  Uniontown,  or  through   a   Pittsbu^h  banker,  that  Mr. 
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Thompson  and  some  of  His  associates  were  in  Pittsburgh  with  a  view 
tc}  raising  some  money  so  that  the  First  National  Bank  of  Uniontown 
could  open  for  business  on  the  following  Monday  morning. 

At  the  request  of  Mr.  Thompson  and  the  Pittsburgh  bankers,  I 
attended  several  meeting  in  Pittsburgh  in  which  various  plans  were 
discussed.  In  fact,  T  think  we  met  all  day  Sunday,  the  day  prior  to 
the  closing  of  the  bank.  Various  matters  were  dwcussed  in  an  effort 
to  raise  sufficient  money  for  the  bank  to  open  on  Monday,  Thompson, 
the  president  of  the  bank,  stating  that  unless  the  money  was  raised, 
the  bank  could  not  open. 

At  the  same  time,  Mr.  Hackney,  cashier  of  the  bank,  and  a  direc- 
tor, several  of  the  other  directors,  and  one  or  two  business  men  of 
Uniontown,  were  meeting  in  an  office  in  Uniontown,  and  having  failed 
to  raise  the  money,  or  assist  in  raising  the  money  in  Pittsbur;gh, 
through  Mr.  Thompson's  efforts,  I  got  Mr.  Hackney  on  the  long  dis- 
tance phone  in  an  effort  to  see  what  the  directors  of  the  bank,  includ- 
ing Mr.  Hackney,  who  were  considered  very  wealthy,  would  do  to- 
ward pledging  any  of  their  personal  property  to  get  mone^  to  put 
into  the  bank  so  tliat  it  could  open.  Those  negotiations  failed,  Mr. 
Hacknev,  who  was  considered  the  wealthiest  man  in  that  he  had  his 
assets  in  the  best  shape,  refusing  to  become  liable  to  the  extent,  I 
think,  of  about  $200,000— it  may  have  been  $300,000— that  we  were 
trj'ing  to  get  to  put  into  the  bank. 

Negotiations  were  carried  on  until  early  Monday  morning,  and  it 
was  finally  decided  that  a  representative  of  the  "I^ittsburgh  banks 
would  go  to  Uniontown 

The  Chairman  (interrupting).  I  just  w^ant  to  call  your  attention 
to  the  fact  that  where  matters  are  not  disputed  and  you  are  just 
relating  proceedings  which  preceded  the  receivership,  that  are  not 
disputed,  I  think  it  is  not  worth  while  to  take  up  the  time  of  the 
committee  with  them.  The  point,  you  know,  that  was  of  interest  to 
the  committee  was  whether,  after  the  receiver  was  appointed,  the 
assets  of  the  bank  were  properly  conserved,  especially  as  to  the  dis- 
posal of  the  bank  building.  I  just  made  that  suggestion  because  I 
think  that  is  tlio  important  point  with  the  committee,  not  whether 
the  bank  was  possibly  improperly  put  into  the  hands  of  a  receiver,  but 
whether  after  that  the  assets  oJ  the  bank  were  properly  conserved. 

Mr.  Smith.  The  reason  I  started  the  wav  I  did  was  that  I  arrived 
here  this  morning,  I  was  simply  requesteci  to  state  the  details  as  to 
the  closing  of  the  bank,  and  I  did  not  know  what  had  gone  ahead. 

The  Chairman.  There  is  no  dispute  about  that. 

Mr.  Smith.  At  the  time  the  bank  closed  I  was  appointed  temporary 
receiver,  and  I  would  like  to  sav  right  here  that  the  bank  was  closed, 
or  was  not  permitted  to  open,  by  the  directors  themselves. 

At  that  time  the  bank's  deposits  were  about  $1,400,000,  possibly 
a  million  and  a  half,  and  of  their  assets  $976,000  was  carried  as  a 
banking  house.  Tlie  banking  house  proper  consisted  of  an  eleven- 
story  arcade  office  and  apartment  building.  Situated  on  the  same 
lot  was  an  old  opera  house,  which,  if  I  remember  correctly,  was  va- 
cant, and  included  also  in  that  property  was  a  big  building  across  the 
street  used  bv  a  printing  office,  and  a  vacant  lot — poSvSibly  I  should 
say  two  or  tfcree  lots — on  which  was  erected  the  post  office. 

The  Chairman.  Yqji  are  not  speaking  of  proix^rty  belonging  to 
the  bank? 
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Mr.  Smith.  I  am  describing  all  the  property  which  was  carried  as 
banking  house  by  that  bank,  and  was,  included  in  the  $976,000  of  val- 
uation.   At  that  time  all  tliis  property  was  asessed  for  $300,000. 

I  had  been  in  Uniontown  some  time  prior  to  the  closing  of  tlie 
bank 

The  Chairman  (interrupting).  Do  you  know  what  proportion  the 
assessment  was  of  the  actual  value? 

Mr.  Smith.  I  could  not  say  as  to  Uniontown ;  no,  sir.  The  build- 
ing had  been  discussed  by  me  several  times  with  the  directors  of  the 
bank,  and  after  the  closing  of  the  bank  it  was  discussed,  because  that 
was  the  largest  single  asset  the  bank  had.  There  never  was  an  effort 
on  the  part  of  the  stockholders,  to  my  knowledge,  to  finance  that 
building.  The  most  they  ever  attempted  to  do  was  to  put  a  mortgage 
on  it.  They  did  not  attempt  to  do  that,  but  they  suggested  they  might 
be  able  to  raise  a  little  money  by  putting  armortgage  on  the  build- 
ing, which  would  not  help  the  ultimate  situation  any. 

Tilings  in  Uniontown,  in  1915,  especially,  were  in  pretty  bad  shape 
owinc:  to  the  coal  and  coke  situation.  That  building  was  too  big  for 
the  town — that  is,  too  big  to  handle.  It  was  a  piece  of  property 
that  would  be  hard  to  dispose  of. 

The  Chairman.  What  did  it  cost? 

Mr.  Smith.  It  cost,  in  round  numbers,  about  what  it  was  carried  at. 

Senator  Gronna.  $976,000? 

Mr.  Smith.  $976,000.  I  say  at  about  what  it  was  carried  at.  At 
the  time  that  building  was  put  up,  I  think,  possibly  several  thou- 
sand dollars,  maybe  a  hundred  thousand,  at  or  about  that  time, 
had  been  charged  off  in  the  nature  of  special  fixtures  for  the  bank, 
and  things  of  that  sort.  Then,  the  other  properties  had  been 
acquired  and  put  in.  All  this  had  happened  long  before  I  examined 
the  bank  the  first  time,  and  I  never  did  go  back  through  those  figures. 
I  could  not  say  to  a  dollar  how  much  that  property  cost,  but  I 
would  say  approximately  $976,000  represented  the  cost  of  that 
building  and  property  when  it  was  ne^v. 

The  Chairman.  When  was  it  built? 

Mr.  Smith.  I  could  not  give  you  those  figures.  It  had  been  built 
a  number  of  years  prior  to  1912,  which  was  the  first  time  I  went  to 
Uniontown.    It  was  not  a  new  building. 

The  Chairman.  What  is  the  population  of  the  town? 

Mr.  Smith.  I  would  say  about  20,000,  sir.  It  is  a  mining  town. 
Uniontown  is  a  coal  town,  and,  as  a  business  i^roposition,  a  building 
in  Uniontown  of  this  size  is  peculiar.  The  Uniontown  industry  is 
coke.  The  coal  from  which  that  coke  is  made  in  the  territory  around 
Uniontown  has  been  mined  to  a  considerable  extent.  They  are  going 
farther  back  and  the  future  business  of  the  coke  industry  is  not  at 
Uniontown. 

The  Chairman.  Is  it  strictly  a  mining  town. 

Mr.  Smith.  It  has  a  population  of  20,000,  and  they  have  some 
other  industries.  They  had  a  brick  factory  there,  and  a  wholesale 
lumber  concern,  some  small  factories.  But  it  is  considered  a  coke 
town.    It  is  the  center  of  the  coke  industry. 

The  Chairman.  Of  what  materials  was  the  bank  building  con- 
structed ? 

Mr.  Smith.  Brick  and  stone,  as  I  remember  it,  sir. 
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The  Chairman.  Was  it  a  fireproof  building? 

Mr.  Smith.  I  think  it  was  so  i-effarded  when  it  was  put  up — not 
firepi'oof  construction  as  we  consider  it  now.  It  was  built  oefore 
some  of  the  modem  fireproof  construction  methods  were  used. 

The  Chairman.  Is  it  a  good  building? 

Mr.  Smith.  A  very  substantial  building. 

The  Chairman.  \ou  may  proceed. 

Senator  Groxna.  The  bank  carried  the  building,  exclusive  of  fix- 
tures, at  $076,000? 

Mr.  Smith.  That  includes  those  other  properties,  sii-;  an  opera- 
house  building  on  the  same  lot;  a  three-stoiy,  fireproof  building,  I 
think;  used  for  a  printing  office,  across  the  street;  and  a  vacant  lot 
I  say  a  vacant  lot.  There  is  probably  room  for  three  buildings  on  it. 
The  post-office  building  was  erected.  Tliat  was  all  carried  in  this 
$976,000. 

Senator  Gronna.  Was  there  not  a  schedule  made  as  to  the  actual 
value  of  each  building? 

Mr.  Smith.  No,  sir.  Those  had  been  merged  by  the  bank's  busi- 
ness at  the  time  they  were  acquired,  and  that  was  one  of  the  things 
that  I  constantly  took  up  with  the  oilicei's  and  directors  of  that  bank 
to  schedule  that  property,  because  the  bank  had  no  ri^ht  to  own  any- 
thing except  their  banking  house  propei-ty  and  they  were  carrying 
this  other  property  under  that  cloalk. 

The  Chahiman.  I  undei-stand  you  to  say  that  the  opera  house 
was  vacant  and  was  not  used? 

Mr.  Smith.  The  opera  house  at  the  time  I  was  there,  if  I  remem- 
ber correctly,  was  vacant.  It  had  been  used  up  to  a  short  time 
prior  to  that. 

Senator  Gronna.  What  was  the  actual  cost  of  this  bank  building 
when  it  was  built? 

Mr.  Smith.  I  never  went  back  over  those  figures. 

Senator  Gronna.  Would  not  the  examiner's  report  show  that? 

Mr.  Smith.  Mine  did  not.  I  examined  the  bank,  I  think,  first,  in 
1912.  The  building  had  been  built  and^paid  for  and  presumably 
the  accounts  had  been  audited  by  the  bank  examiner  who  went  there 
long  prior  to  my  going  there.  So  I  did  not  go  back  10  or  12  years 
and  dig  up  the  old  books  and  the  rex^eipts. 

The  CiiAiR^fAN.  I  asked  the  question  what  the  building  cost. 

Senator  Gronna.  Yes,  I  know. 

The  Chairman.  And  the  reply  was  nine  hundred  and  odd  thou- 
sand dollars. 

Senator  Gronna.  That  is  the  way  I  underst(K)d  it. 

Mr.  Smith.  My  reply  to  that,  was.  Senator,  that  I  valued  the 
entire  property  carried  by  that  bank  at  $976,000.  It  cost  approxi- 
mately that  amount;  that  I  had  understood  that  an  amount  had 
l)een  charged  off,  several  thousands  dollars,  }X)ssibly  a  hundred  thou- 
sand dollars,  at  the  tinje  the  building  was  erected  or  shortly  there- 
after in  the  nature  of  furniture  and  fixtures. 

Senator  Gronna.  You  mean  the  building  or  the  buildings? 

Mr.  Smith.  They  only  had  one  account,  and  they  charged  it  off 
on  the  one  account. 

Senator  Gronna.  You  mean  the  buildin,fij  account? 

Mr.  Smith.  The  buildiujo:  account.  They  carried  the  others  as 
a  banking  house. 
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Senator  Groxna.  You  did  not  ascertain  what  the  amount  was  that 
they  really  charged  off? 

Mr.  Smith.  No,  sir. 

Tlie  CiiAiuMAN.  Did  you  sell  the  building? 

Mr.  Smith.  Did  I  sell  the  building? 

The  Chairman.  Yes. 

Mr.  Smith.  No,  sir. 

The  Chairman.  \Vho  did  sell  it  ? 

Mr.  Smith.  Mr.  Strawn,  the  i-eceiver.  The  building  was  sold 
some  time  after  I  left  Uniontown. 

The  Chairman.  Were  you  consulted  in  the  sale  of  the  building? 

Mr.  Smith.  At  one  time — I  think  it  was  some  time  prior  to  the 
sale  of  the  building — Mr.  Strawn  discussed  the  building  proposition 
with  me. 

The  CiiAUJMAN.  Do  you  know  whether  appraisements  were  made 
by  competent  engineers? 

Mr.  Smith.  There  never  had  been,  to  my  knowledge,  sir. 

Tlie  Chairman.  Before  it  was  sold? 

Mr.  Smith.  There  never  had  been  to  my  knowledge. 

The  Chairman.  Would  you  know  if  Mr.  Strawn  had  had  ap- 
praisals made? 

Mr.  Smith.  No,  sir. 

The  Chaikman.  You  would  not  know  whether  he  had  appraisals 
made  or  not  ? 

Mr.  Smith.  No,  sir.  I  was  in  Chicago  at  the  time  the  building 
was  sold,  and  would  have  no  reason  to  know. 

As  a  building  proposition,  that  building,  as  I  say,  is  located  in 
a  town  j)eculiarly  situated — Uniontown — and  the  sale  of  that  build- 
ing at  $970,000,  in  my  opinion,  would  have  been  almost  impos- 
sible  

The  Chairman.  You  did  not  have  charge  of  that  property  at  the 
time  the  sale  was  made? 

Mr.  Smith.  No  ;  not  at  the  lime  the  sale  was  made.    No,  sir. 

The  Chairman.  Did  you  consult  any  appraisers  while  you  had  it' 
in  charge? 

Mr.  Smith.  I  did  not  consult  any  appraisers  particularly  as  to 
that  building;  no,  sir. 

The  CiiAHtMAX.  Do  you  want  to  state  anything  more  witli  regard 
to  that  matter?  ♦ 

Mr.  Smith.  I  would  state  that  while  I  was  there  I  discussed  the 
value  of  that  building,  and,  in  fact,  I  had  l^efore  the  bank  closed, 
and  after  it  closed,  discussed  the  building  proposition  with  some 
of  the  directors  of  the  bank  and  some  of  the  leading  business  men 
in  that  community,  and  at  that  time  none  of  them  could  figure  out 
any  plan  where  anywhere  near  the  amount  that  the  property  was 
carriexl  at  could  be  realized. 

The  Chahjman.  That  was  in  1915? 

Mr.  Smith.  That  was  in  1915;  during  the  first  half  of  1015. 

The  Chairman.  Wlieii  was  it  sold? 

Mr.  Smith.  I  could  not  give  you  that  date.  It  was  some  time 
after  that. 

The  Chairman.  Do  you  know  about  Mr.  Jones's  trouble  in  get- 
ting a  hearing  for  the  stockholders  ? 
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Mr.  Smith.  Mr.  Jones? 

The  Chairman.  Yes.    He  testified — have  you  seen  his  testimony? 

Mr.  Smith.  T  just  started  to  look  it  over,  sir,  before  I  took  this 

chair.    That  is  the  first  time  I  had  seen  it.  except  what  I  saw  in  the 

Eaper.  I  do  not  know  of  any  trouble  that  he  had.  I  will  say  this: 
li^rthy-five  per  cent  of  the  stock  is  owned  by  the  board  of  directors, 
and  60  per  cent  is  owned  by  J.  V.  Thompson,  the  president  of  the 
bank  who  wrecked  it. 

The  Chairman.  Mr.  Jones  testified  that  he  came  to  Washington 
and  had  an  appointment  with  the  comptroller,  and  that  appoint- 
ment was  not  met.  Then  he  attended  a  meeting  of  the  committee 
here  for  a  couple  of  da.ys,  and  immediately  after  that  he  got  a  reply 
from  the  com[)ti-oller  agreeing,  as  I  understand  it,  to  permit  the 
stockholders  to  intervene  or  appoint  a  committee  to  represent  them. 

Mr.  Smith.  I  know  nothing  about  that,  sir. 

The  Chairman.  You  know  nothing  about  that  matter  at  all? 

Mr.  Smith.  No,  sir:  not  at  all.  The  only  thing  that  I  know  about 
the  stockholders  of  the  bank — as  I  say,  the  directors  of  the  bank 
owned  85  per  cent  and  thereby  controlled  the  stock;  and  before  the 
bank  closed  I  endeavored  to  get  them  to  save  it.  After  the  bank 
closed  the  same  effoits  went  on  to  see  if  the  bank  could  be  reopened. 
But  as  to  any  a])pointment  down  at  the  comptroller's  office  that  was 
not  met  with,  Mr.  Jones;  it  must  have  been  some  time  afteiwartls,  and 
1  know  nothing  about  it,  sir. 

The  Chairman.  Is  there  anv  other  statement  vou  wish  to  make 
with  regard  to  Mr.  Jones's  testimony? 

Mr.  Smith.  I  might  possibly,  after  I  have  read  the  testimony. 

The  Chairman.  Had  you  not  better  suspend,  then  ? 

Mr.  Smith.  I  have  just  had  a  chance.  Senator,  to  look  at  it. 

(The  witness  was  thereupon  excused.) 

STATEMENT  OF  MR.  JOHN  S.  WENDT,  FITTSBTIRGH,  FA. 

Mr.  Wendt.  I  reside  in  Pittsburgh  and  I  \m\v  been  practicing  law 
there  since  1890.  I  am  a  member  of  the  bar  of  the  State  and  the 
Federal  courts  having  jurisdiction  in  that  comuumity. 

I  first  became  counsel  for  the  receivei*s  under  the  national  bank  act, 
appointed  by  the  comptroller  in  about  1905,  when  the  Enterprise 
National  Bimk  of  Allegheny  failed,  at  the  time  Mr.  Ridgely  was 
con^ptroller,  and  I  have  been  counsel  for  the  receivers  of  various 
banks  which  have  failed,  in  that  vicinitv,  under  his  administration 
and  the  administration  of  Lawrence  O.  Murray  and  the  present 
comptroller,  and  repi-esented  John  H.  Strawn,  the  rectiver  of  the 
First  National  Bank  of  Uniontown,  and  have  iilso  been  counsel  for 
the  Comptroller  of  the  Currency  in  one  proceexling  in  which  he  was 
trustee  of  certain  stocks  pledged  by  J.  V.  Thompson  for  the  purpose 
of  securing  certain  of  his  indebtedness. 

Mr.  Strawn  ako  had  local  couUvsel  at  Uniontown  who  advised  him 
in  respect  to  ceitain  matters. 

Tliere  are  only  two  matters  which  are  in  question  here.  I  think, 
about  which  1  need  to  say  anything,  and  those  are  the  mattei's  of  the 

{)led^ing  of  the  stocks  and  the  matter  of  the  sale  of  the  bank 
)uilding. 

In  respect  to  the  sale  of  the  bank  building,  I  did  not  actively  rep- 
resent the  receiver.    A  petition  was  presented  by  his  local  counsel  jat 
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Uniontown  to  the  United  States  district  court  sitting  at  Pittsburgh, 
and  when  opposition  was  made  to  the  selling  by  certain  parties  I  was 
requested  by  Mr.  Strawn  to  attend  the  hearing  before  the  court,  and 
I  have  a  knowledge  of  what  took  place  at  that  hearing  and  am  gen- 
erally familiar  with  the  facts  respecting  the  sale  of  the  building. 

I  can  add  a  very  little,  perhaps,  to  wnat  Mr.  Smith,  the  last  wit- 
ness, testified  to,  and  to  what  Mr.  Strawn,  the  receiver,  who  is  very 
competent  and  fully  informed  as  to  all  the  circumstances,  will  stat?. 
I  understand  he  is  here.  All  I  can  say  is  that  the  petition  was  pre- 
sented to  the  United  States  district  court  long  after  the  bank  failed, 
perhaps  three  years  after  the  bank  failed,  ana  a  hearing  was  had  on 
it.  Notice  was  given  to  the  parties  in  interest,  and  after  the  hearing 
the  court  ordered  a  public  sale  of  the  building,  after  notice  by  pub- 
lication for  30  days. 

At  that  sale  it  was  sold  for  a  price  of,  I  think,  about  $750,000.  I 
believe  there  were  no  exceptions  to  the  sale.  There  was  no  complaint 
made  to  the  court  that  the  price  obtained  was  not  adequate  and  suffi- 
cient. I  gained  the  impi'ession,  from  what  I  heard  at  the  time,  that 
the  parties  in  interest  were  fairly  well  satisfied  with  the  price  re- 
ceived.    It  wjus  moi-e  than  I  think  was  generally  expected. 

Senator  Gronna.  Are  you  speaking  now  just  of  the  bank  build- 
ing, or  of  the  buildings  enumerated  by  Mr.  Smith  ? 

Mr.  Wekdt.  I  am  not  clear  whether  the  sale  comprised  all  the  real 
estate  or  not,  but  I  think  it  did  not  comprise  it  all.  There  is  some 
real  estate  that  was  not  included.  Just  what  portion  of  the  real  estate 
was  not  included  I  do  not  know;  but  the  bank  building  was  sold,  and 
whether  the  opera  house  was  sold  with  it,  I  am  not  sure,  but  my  im- 
pression is  that  the  other  property  referred  to  by  Mr.  Smith  as  the 
one  on  which  the  printing  house  was  erected  was  not  sold. 

The  Chairman.  The  receiver  will  know  about  that? 

Mr.  Wendt.  Yes;  the  receiver  will  inform  you  fully  about  that. 

From  my  observation  and  knowledge  of  the  circumstances  I  would 
say  that  the  building  was  much  too  large  for  the  municipality  in 
which  it  was  erected.  In  other  words,  it  was  the  only  building  of 
that  character  there,  and  the  town  was  small.  It  is  the  center  ot  the 
coal  industry.  The  life  of  the  town  depends  upon  the  ccke  and  coal 
industry  of  which  it  was  the  center  at  the  time  the  town  originally 
grew  up,  and  it  is  a  fact,  I  think,  that  the  coal  areas  of  that  neigh- 
borhood are  being  rapidly  exhausted  to-day,  and  I  can  not  think 
that  there  is  any  prospect  of  any  great  increase  of  the  population  of 
that  community  or  any  increase  in  the  demand  for  office  space  or 
apartments  in  such  a  building.  On  the  contrary,  I  think  the  center 
of  the  coal  industry  is  likely  soon  to  shift  into  another  industry  which 
would  net  be  contributory  in  any  commercial  or  industrial  way  to 
the  Uniontown  community. 

The  court  gave  a  very  full  hearing  to  the  parties  in  interest,  and 
as  there  was  no  objection  to  the  sale  of  the  property — at  least,  I  do 
not  recall  any — I  thought  at  the  time  that  the  sale  was  satisfactory. 
I  do  not  believe  anybody,  any  responsible  party  in  that  community, 
having  a  knowledge  of  real  estate  values  ever  expected  that  they 
could  realize  the  amount  which  that  building  cost,  or  anything  like 
it,  because,  as  I  say,  it  was  an  exceptional  structure,  one  as  to  which 
you  could  not  be  sure  that  the  demand  for  it  would  continue  to  exist. 
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A>  t<)  tlie  Other  matter,  the  ple<lge  of  ceitain  stocks  to  the  Coiiip- 
tn?Her  of  the  Cun-enev,  the  history  of  that  is  this: 

After  this  hank  failed,  and  while  Mr.  Sherrill  Smith  wajs  receiver 
of  it.  he  came  to  me  and  con>ulte<l  me  alM)ut  a  pled^  of  certain  stocks 
which  he  undeistcMMl  had  Ikhmi  ma<le  bv  J.  V.  Thomi)son.  the  president 
of  the  bank  and  the  man  who  was  imlelited  in  a  very  lar|j[e  sum. 

The  CiiAiKMAN.  (live  the  stenoprnipher  the  dates  as  near  as  you 
can. 

Mr.  Wemtt.  I  shall  <lo  that :  yes.  sir. 

This  was  shortly  after  January  18,  lOl."*.  i)erhaps  in  the  spring 
of  that  year.  March  or  April,  that  Mr.  Smith  came  to  me  about  the 
matter.  He  had  <rotten  information  that,  pursnant  to  negotiations 
had  l)etween  Mr.  Thompson  or  his  cwmsel  and  the  comptrofier  in  the 
fall  of  1914,  Mr.  Thompson  liad  deposited  with  McCombs,  Ryan  & 
Gordon — of  which  William  F.  McCombs  was  the  leadiniz:  pailner,  f 
believe — certain  stocks  as  security  for  certain  indebteclness  of  Thomp- 
son, and  the  matter  was  in  infomial  and  unsatisfactory  shai>e. 

I  took  the  matter  uj)  and  ascertained  the  facts  by  confewnces  with 
Mr.  Smith  and,  I  InMieve,  with  the  Comptmller  of  the  Currency's 
office,  as  i^  shown  in  the  ivcords,  and  also  I  consulted  ifcCombs. 
Kyan  &  (iord<m.  I  found  that  thei-e  were  in  the  hands  of  McCombs, 
Rvan  &  Gordon  1\.{M)0  shares  of  the  strck  of  the  Lil>ertv  Coal  Co.,  a 
West  Virginia  coriwnition :  7,<KX)  shai'cs  of  the  capital  stoc*k  of  Wetzel 
Coal  Co.,  a  West  Virginia  corporation  that  had  just  recently  lieen  in- 
coii^onited  by  J.  V.  Thompson  and  to  which  cor|)orations  he  had  con- 
veyed, respei^tively,  certain  blocks  of  undevelo|)ed  coal  in  West  Vir- 
ginia in  a  nei^hborhooil  wheiv  the  coal  had  not  been  develoi>ed  yet. 
There  wei*e  virgin  fields  untouched  and  undeveloped,  without  any  in- 
come, and  lie  had  coiiveyeil  these  proiH?rties.  to  the  coiix>rations  and 
takiMi  stock  for  liis  coal  and  ple<l{recl  for  the  st<x*k  or  <le|)osited  it  witli 
McCombs,  Ryan  «&  (loiilon  tor  purposes  which  I  will  mention. 

The  purpose  of  that  was  to  ^t  the  assent  into  such  shape  as  he  could 
use  for  collateral.  That  was  the  puri>ose  of  the  or^nizations  of  the 
cor  |K>rat  ions. 

After  various  nep)tiations,  the  parties  in  interest,  including  Mr. 
J.  ^^  Thompson  and  his  receivei's — and  I  should  sav  heiv  that  in  the 
meantime  and  almut  the  time  the  bank  failed  Mr.  lliomi>son  failed. 
His  failure  really  ])n»cipitated  the  failure  of  the  bank,  and  he  had 
pHK-uretl  receivei-s  to  1h»  appointed  for  his  estate,  which  was  rather 
an  unusual  prtKvedinjr  iu  our  c^ommunity,  and  an  injunction  restmin- 
inp  creditoi-s,  and  so  forth.  So  the  matter  was  take  ui>  with  Mc- 
Coiiil)s.  Ryan  «&  Gordon,  the  comptroller  and  Thomps<in  and  his 
ivceivei*^,  ami  we  all  ajrreed  that  the  ])k*d*re  had  l)een  made  and  the 
terms  under  which  it  had.  l)een  made  were  agreed  to.  McCombs. 
Ryan  &  (lordon  did  not  wish  to  act  as  pledges  or  trustees  of  the 
trust,  and  suggestt^l  that  the  stock  should  l)e  transferred  to  the 
Comptroller  of  the  Currency  as  trustee. 

We  all  agreed  that  the  purpose  of  the  pledge  was,  fii'st,  to  secure 
payment  of  all  indebtedness  of  said  Thompson  to  the  First  National 
I^aiik  of  Cniontown,  Pa.:  second,  to  secure  and  protect  all  depositors 
of  tlie  Fii'st  National  Bank  of  Uniontown,  Pa.,  from  loss  and,  third, 
si*cure  payment  of  notes  of  said  Thompson  held  by  other  national 
banks. 
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It  having  been  originally  intended  that  no  stocks  be  put  in  the 
hands  of  the  comptroller  for  the  purposes  stated,  it  was  agreed  that 
they  should  be  transferred  to  him,  but  the  receivers  of  Mr.  Thomp- 
son said  that  they  would  not  consent  to  it  unless  the  courts  appoint- 
ing them  gave  them  such  authority.  To  that  end  John  H.  Strawn, 
who,  in  the  meantime,  had  been  appointed  receiver  to  succeed  Mr. 
Smith  as  a  temporary  receiver,  presented  a  petition  to  the  Court 
of  Common  Pleas  of  Fayette  County,  Pa.,  the  court  which  ap- 
pointed the  receivers  for  Mr.  Thompson's  estate,  setting  forth  tne 
fact  that  this  pledge  existed.  It  was  really  an  oral  pledge,  depend- 
ing upon  oral  understanding  and  certain  letters  for  the  terms  of  it, 
as  I  have  stated,  and  an  answer  was  filed  to  that  petition  by  Mr. 
Thompson  and  by  his  receivers  admitting  the  facts  set  forth  in  the 
petition.  The  court  then  made  a  decree  authorizing  the  receivers 
to  consent  that  the  certificates  for  the  stock  should  be  delivered  to 
the  Comptroller  of  the  Currency  to  be  held  by  said  Williams  for 
the  purpose,  first,  of  securing  payment  of  all  indebtedness  of  said 
Thompson;  second,  securing  and  protecting  all  depositors  of  the 
First  National  Bank  of  Uniontown,  Pa.,  from  loss;  and,  third,  secur- 
ing the  payment  of  notes  of  said  Thompson  held  by  other  national 
hanks. 

At  tliat  time  Mr.  Thompson  said  he  did  not  want  the  stocks  dis- 
posed of  soon,  and  that  he  would  like  to  have  an  opportunity  to  re- 
habilitate himself  financially  if  he  could,  and  represented  that  he 
thought  he  could,  if  given  a  reasonable  opportunity  to  do  so.  We 
asked  him  how  long  he  would  like  to  have.  He  said  it  would  be  only 
reasonable  to  give  him  an  opportunity  to  rehabilitate  himself  if  he 
could.  He  said  he  would  like  us  to  agree  that  the  stock  should  not 
be  sold  prior  to  March  1,  191G.    That  was  acquiesced  in. 

So  that  a  clause  was  put  in  that  decree  of  the  court  authorizing  the 
receivers  to  consent  to  this  transfer  of  comptroller,  a  clause  to  this 
effect: 

That  the  said  stock  sliall  nut  he  sulil,  assi^iu><l,  or  iransferitHl  or  converted 
or  otIier\vis*»  <nsi>ost»d  of  by  the  said  comptroller  prior  to  March  1,  1916,  and 
after  the  expiration  (»f  said  i)eriod  only  when  and  in  such  manner  as  may  be 
aj?reed  uiH>n  l)y  said  Thonii)son  or  his  lepii  rei)resentative8  and  said  comptroller, 
and  in  defaidt  of  such  ajrreement,  oidy  ami  in  such  manner  as  may  be  deter- 
mined by  a  court  of  com])etent  jurisdiction,  tliat  said  Tluunpson  or  hig  legal 
representatives  shall  have  the  right  to  redeem  said  stocks  at  any  time  in  the 
interim  on  the  payment  of  a  sum  not  exceeding  $750,000. 

That  sum  was  suggested  by  Mr.  Thompson,  and  the  i*eceiver  re- 
garded that  sum  as  equal  to  or  in  excess  of  the  value  of  the  stocks. 
The  stocks  had  been  appraised  for  more  than  that,  but  the  appraise- 
ments that  were  made  were  made  by  men,  I  think,  pretty  much 
selected  by  Mr.  Thompson,  who  was  very  optimistic  as  to  values. 

The  stocks  were  then  transferred  to  the  comptroller  and  the  time 
passed.  Marcli  1,  1910,  the  time  for  the  redemption  of  them  passed. 
Nothing  was  done  toward  redeeming  them.  The  coal  companies  had 
no  working  capital,  no  cash,  absolutely  none.  They  held  these  lands. 
Taxes  were  accumulating  on  the  lands,  and  requests  were  made  from 
the  comptroller  from  time  to  time  not  to  sell  the  stocks. 

A  connnittee  of  the  creditors  of  J.  V.  Thompson  had  in  the  mean- 
time been  organized,  and  1  understand  that  that  committee  and  the 
receivers  of  Thompson  and  Mr.  Thompson  himself  strongly  opposed 
the  sale  of  those  st<K*ks  at  anv  time. 
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The  trustees  in  bankruptcy  of  Thompson — ^let  me  say  for  the  in- 
formation of  the  committee  that  the  validity  of  the  receivership  was 
questioned  by  certain  ci-editors  of  Thompson,  and  the  Supreme  Court 
of  Pennsylvania  determined  that  the  rCveivei-ship  was  void  and  in- 
valid and  did  not  have  any  effect,  and,  then,  Thompson  became 
bankrupt,  and  the  trustees  in  bankruptcy  were  appointed,  and  thfey 
opposed  the  sale  of  these  stocks,  claimmg  that  eventually  they  hoped 
to  be  able  to  redeem  them. 

The  committee  will  observe  that  the  pledge  was  made  not  only  for 
the  purpose  of  securing  the  indebtedness  of  Thompson  to  the  bank 
and  to  protect  the  depositors  from  loss,  but  also  to  secure  the  pay- 
ment of  notes  of  Thompson  held  by  any  other  national  banks.  Tnere 
were  a  hundred  or  more  other  national  banks  that  held  notes  of 
Thompson's,  of  which  many  were  unsecured,  except,  perhaps,  by  this 
pledge.  The  comptroller,  therefore,  was  imder  the  duty  of  protect- 
ing the  beneficiaries  of  tnis  trust. 

Acting,  as  I  understand,  in  response  to  the  request  of  Thompson's 
creditors'  committee,  who  claimed  to  repi-esent  the  great  bulk  of 
these  irexlitors  and  the  trustees  of  Thompson  in  bankruptcy,  Thomp- 
son himself,  the  comptroller  held  off.  I,  from  time  to  time,  called 
the  comptroller's  attention  to  the*  fact  that  he  was  trustee  not  only 
for  the  receiver  but  also  for  these  other  national  banks,  and  the  in- 
debtedness due  to  the  other  national  banks  for  which  this  stock  was 
in  the  comptroller's  hands  amounted  to  between  two  and  thi'ee  mil- 
lion dollars,  as  near  as  I  can  ascertain  it,  and  the  interest  was  ac- 
cumulating on  that  as  well  as  on  the  debts  of  Thompson  due  to  the 
bank  and  of  the  indebtedness  of  the  bank  to  the  depositors. 

The  Chairman.  What  was  his  indebtedness  to  the  Uniontown 
bank? 

Mr.  Wendt.  Thompson's  expressed  indebtedness,  represented  by 
notes  to  which  he  was  a  party,  maker,  indorser,  or  guarantor,  was 
about  $200,000  at  the  time  the  sale  of  the  stock  was  pledged ;  but  he 
contended,  and  his  trustee  in  bankruptcy  contended,  that  there  was 
an  additional  indebtedness,  approximating  $900,000,  which  was  really 
his  indebtedness  to  this  bank,  because  that  sum  had  been  obtained 
by  him  indirectly  from  the  bank.  Originally,  Mr.  Thompson  liad 
been  indebted  to  the  bank  for  very  much  in  excess  of  $200,000.  His 
indebtedness  had  greatly  exceeded  the  legal  amount,  and,  in  response 
to  objections  or  criticisms  made  by  the  comptroller's  office,  he  had 
reduced  that  indebtedness  but  nominally  by  naving  notes,  on  which 
he  was  maker  or  indorser,  renewed  without  his  indorsement,  although, 
as  a  fact,  he  had  gotten  the  proceeds.  After  his  failure  he  contended 
that  tliis  pledge  secured  not  only  that  indebtedness  of  $200,000  on 
which  he  was  manifestly  liable  but  also  this  so-called  indiret  in- 
debtedness which  was  represented  by  notes  of  other  parties  to  which 
he  was  not  a  party,  which  amounted  to  about  $900,000.  His  trustees 
so  contended. 

There  was  therefore  manifestly  a  question  as  to  whether  this 
pledge  covered  that  indirect  indebtedness.  It  was  to  the  interest  of 
the  other  national  banks  to  hold  Thompson's  paper  secured  by  this 
pledge.  In  other  words,  it  was  to  their  interest  to  have  it  held,  but 
the  pledge  did  not  include  this  indirect  indebtedness,  but  only  the 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  407 

indebtedness  which  was  legally  enforceable,  namely  that  on  which 
Thompson  was  maker,  indoi'ser,  or  guarantor. 

The  Chairman.  This  suggestion  that  this  collateral  should  be 
held  and  indebtedness  to  other  national  banks;  that  you  say  was 
agreed  to? 

Mr.  Wendt.  Oh,  yes. 

The  Chairman.  Was  there  any  legal  obligation  on  the  part  of  the 
Uniontown  Bank  to  forfeit  its  right  to  the  whole  collateral? 

Mr.  Wendt.  The  pledge  was  first  to  secure  all  of  Thompson's  in- 
debtedness to  the  Uniontown  Bank. 

The  Chairman.  They  had  the  prior  right  or  prior  lien? 

Mr.  Wendt.  Exactly.  Then  to  indemnify  tlie  depositors  against 
loss  and,  third,  the  other  national  banks. 

The  Chairman.  That  was  the  agi*eement;  but  the  Uniontown 
Bank  had  the  prior  lien  ? 

Mr.  Wendt.  Yes,  sir. 

The  Chair3ian.  What  were  the  liabilities  of  the  bank  at  the  time 
of  its  failure? 

Mr,  Wendt.  The  Uniontown  Bank? 

The  Chairman.  Yes. 

Mr.  Wendt.  Well,  you  can  get  that  more  accurately  from  Mr. 
Strawn.  Mr.  Smith  stated  the  deposits  were  $1,400,000.  Whetlier 
there  were  additional  liabilities  or  not  I  do  not  know.  I  am  not 
familiar  with  those  figures.  Senator.  You  had  better  get  them  from 
the  receiver.    He  will  be  very  competent  to  give  you  that. 

The  Chairman.  Just  give  us  the  point  on  which  your  testimony 
controverts  Mr.  Jones's  testimony.  We  are  perfectly  willing  to  give 
you  all  the  time  you  want,  but  just  give  the  important  items  that  are 
m  dispute. 

Mr.  Wendt.  I  do  not  care  to  take  up  the  time  of  the  committee 
furtlier  than  is  necessary  to  elucidate  tnis  situation,  because  I  tliink 
a  false  impression  has  been  given  to  the  committee. 

The  Chairman.  Mr.  Jones's  complaint  was  that  the  stocks  should 
have  been  sold  before  the  real  estate,  as  I  understand  it. 

Mr.  Wendt.  Yes.  There  are  several  answers  to  that.  Perhaps 
the  most  important  one  is  that  the  creditors  of  Thompson  and  the 
trustees  of  Thompson  in  bankruptcy  represented  that  if  it  was  not 
sold  they  would  be  able  to  dispose  of  it  for  a  much  greater  price  than 
could  be  obtained  by  public  sale,  and  they  protested  vigorously 
against  the  sale  of  it. 

The  Chairman.  Notwithstanding  the  bank  creditors  had  the  first 
lien? 

Mr.  Wendt.  Well,  they  also  contended  that  they  had  an  injunction 
over  in  West  Virginia  against  the  sale  of  it.  They  did  get  an  in- 
junction from  the  District  Court  of  the  Noilhern  District  of  AVest 
Virginia  purporting  to  enjoin  the  sale  of  these  stocks.  The  comp- 
troller was  not  made  a  party  to  the  proceeding  at  all  and  had  no 
notice  of  it,  but  the  trustees  went  in  there  to  that  court  in  West 
Virginia  and  got  an  injunction  against  all  persons  disposing  of  any 
of  the  assets  of  Thompson. 

The  Chairman.  The  receiver  wap  not  made  a  party? 

Mr.  Wendt.  No;  the  comptroller,  nor  was  the  receiver  of  the  bank, 
as  I  recall  it,  made  a  party.  It  was  in  another  State.  The  depositors 
had  not  been  paid  in  full ;  they  had  been  paid  in  part 
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The  CiiAiRMAX.  What  were  the  total  deposits:  do  you  remember? 

Mr.  Wexdt.  $1,400,000  at  the  time  the  bank  failed.  *The  depositors 
had  not,  been  paid  off  in  full.  In  February,  1918,  the  indebtedness 
of  Thomj>son  to  the  bank  had  not  been  pa'id.  The  indebtedness  to 
these  national  banks  amounting  to  between  two  and  three  millions 
had  not  been  paid.  There  was  not  a  dollar  paid  on  it,  and  the  inter- 
est had  accrued  on  it  for  .several  years,  which  you  will  see  amounts 
to  $150,000  or  more  a  year,  and  my  judgment  was  that  the  comp- 
troller would  be  open  to  criticism  if  he  had  further  delayed  the 
sale  of  stocks.  In  the  meantime,  however,  there  had  nothing  tran- 
spired which  had  depreciated  the  value  of  the  stocks.  Perhaps  the 
conditions  were  rather  better  then  for  the  sale  of  the  stocks  than 
they  were  earlier,  for,  as  I  remember,  in  1918  the  coal  industry  was 
affected ;  the  value  of  coal  stocks  was  in  a  depressed  state,  and  the 
outbreak  of  the  war  helped  it.  So  that  in  February,  1918,  a  bill  was 
filed  bv  me  in  behalf  of  the  comptroller  in  the  District  Court  of  the 
United  States  for  the  Western  District  of  Pennsylvania  for  a  foi^ 
closure  and  sale  of  these  stocks. 

The  CHAIR3IAN.  Was  the  building  sold  at  that  timef 

Mr.  "Wexdt.  I  do  not  recall  the  precise  date  of  the  sale  of  the 
building.  It  seems  to  me  the  building  was  sold  about  the  same  time 
this  bill  was  filed. 

The  Chair3iax.  But  you  do  not  know  whether  it  was  sold  before 
or  after? 

Mr.  Wendt.  I  am  not  clear  about  that,  sir. 

At  the  time  when  the  bill  was  filed  we  made  parties  defendant 
Mr.  Thompson  individually,  his  trustees  in  bankruptcy,  and  a  num* 
ber  of  national  banks  who  held  notes  of  Mr.  Thompson  who  were  of 
such  a  kind  as  would  represent  a  large  class  of  125  national  banks 
that  were  interested  in  this  pledge,  and  the  trustees  of  Mr.  Thomp- 
son came  in  and  opposed  the  sale  of  the  stocks  and  resisted  a  decree. 
They  admitted  the  terms  of  the  pledge,  admitted  that  the  time  for 
redemption  had  passed,  and  all  that,  but  claimed  that  it  was  to  the 
interest  of  all  parties  concerned 

The  Chairman.  Did  the  stockholders  ask  to  intervene  at  this  time? 

Mr.  Wendt.  The  stockholders,  I  believe,  asked  to  intervene. 

The  Chairman.  At  this  time? 

Mr.  Wendt.  It  was  before  the  decree  was  made. 

The  Chairman.  Before  the  decree  was  made? 

Mr.  Wendt.  Yes,  sir.  Their  object  in  intervening  was  to  resist 
and  dispute  the  claims  of  other  national  banks  that  the  receiver 
of  the  Uniontown  Bank  was  not  entitled  to  recover  any  more  than 
$200,000;  in  other  words,  not  entitled  to  recover  this  $900,000  of  so- 
called  indirect  indebtedness. 

I  resisted  the  intervention  on  the  ground  that  the  question  which 
they  sought  to  be  represented  upon  and  to  litigate  at  that  time  was 
not  involved  in  the  preliminary  hearing  which  would  precede  the 
cntiT  of  a  decree,  and  the  court  took  that  view  of  it — that  the  court 
\vould  not  determine  until  the  stocks  had  been  sold  who  were  entitled 
to  the  proceeds. 

The  trustees  in  bankruptcy  contended  that  the  court,  before  a  sale, 
must  adjudicate  who  were  tne  creditors  entitled  to  I'espective  rights 
and  priorities  to  the  amount  of  their  claims,  and  the  court  held, 
and,  I  think,  rightly — ^there  are  many  precedents  in  similar  pro- 
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ccedings  in  the  books — that  the  real  question  before  it  at  that  time 
was  as  to  the  terms  of  the  pledge,  whether  the  stock  should  be  sold, 
and  after  the  sale  had  been  had,  if  the  trustees  were  brought  into 
court,  then  tlie  coui*t  would  determine  all  questions  arising  upon 
distribution. 

The  Chairman.  I  suppose,  as  a  nuitter  of  record,  the  stockholders 
were  denied  their  petition  on  tlie  ground  stated? 

Mr.  Wendt.  They  were  denied  the  right  to  intervene  at  that  time. 

The  Chairman.  At  the  time  the  stocfo  were  sold? 

Mr.  Wendt.  No.  The  court  entered  a  decree  defining  the  terms  of 
the  pledge,  and  appointing  a  master  to  make  the  sale,  reserving 
questions  of  distribution.  The  trustees  in  bankruptcy  took  an  appeal 
for  the  purpose  of  preventing  the  sale,  and  the  Circuit  Court  of  Ap- 
peals of  the  third  circuit  still  has  the  case.    It  was  argued. 

The  Chairman.  Oh,  yes ;  1  remember. 

Mr.  Wendt.  It  was  argued  in  October  and  November  of  last  year. 

The  Chairman.  The  stocks  are  not  sold  yet? 

Mr.  Wendt.  The  stocks  are  not  sold  yet.  The  comptroller  has  done 
everything  that  he  can  do  to  procure  the  sale  of  them. 

The  Chairman.  Then  there  is  no  controversy  between  you  and 
Mr.  Jones,  as  I  understand  it,  as  to  the  record  of  the  proceedings? 

Mr.  Wendt.  There  is  no  controversv  as  to  the  fact  that  the  stock- 
holders  attempted  to  intxirvene,  and  that  I  resisted  it  for  the  reasons 
stated,  and  he,  as  I  understand  it,  withdrew  his  petition  after  Judge 
Orr  expressed  the  view  that  he  would  not  determine  that  point  which 
they  sought  to  have  litigated  at  that  time,  but  he  would  have  an 
opportunity  later  to  appear  before  the  master  and  resist  any  claims 
of  other  national  banks. 

I  always  advised  the  receiver  and  the  comptroller  that  neither 
the  receiver  nor  the  comptroller  could  decide  the  question  of  law  as 
to  the  distribution;  that  that  was  a  question  that  should  be  scrupu- 
lously left  to  be  determined  by  the  court,  and  the  comptroller  prop- 
erly enough  expressed  no  opinion  as  to  how  the  proceeds  were  to  be 
distributed. 

The  Chairman.  If  there  is  any  question  as  to  the  comptroller's 
action  or  the  receiver's  action  in  disposing  of  the  bank  building  be- 
fore thev  do  the  stock? 

Mr.  Wendt.  If  there  is  any  question  about  it;  yes. 

On  that  point  the  situation  was,  as  I  have  stated  to  some  extent, 
that  the  bank  had  failed  three  years  previously.  The  depositors  were 
unpaid.  Thompson's  debt  to  the  bank  was  unpaid ;  interest  was  ac- 
cruing on  that,  and  the  banking  house  was  not  appreciating  its  value. 
According  to  the  information  they  got,  it  was  the  most  valuable 
asset.  The  bank  had  to  be  liquidated.  There  was  no  hope  of  its 
rehabilitation. 

The  Chairman.  What  percentage  of  the  deposits  had  been  paid? 

Mr.  Wendt.  Oh,  they  have  been  paid  in  full  now. 

The  Chairman.  They  have  been  paid  in  full? 

Mr.  Wendt.  They  have  been  paid  in  full,  with  interest.  There  has 
l)een  a  very  happy  and  fortunate  situation  brought  about,  I  think, 
by  the  nuinner  in  which  Thompson's  estate  has  been  handled.  As  I 
say,  receivers  have  been  appointed  for  his  estate 

The  Chairman.  Just  t«ll  us  in  a  word  how  the  money  was  raised 
by  which  the  depositors  were  paid. 
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Mr.  Wendt,  The  receivers  were  held  afterwards  to  have  been  ille- 
gally appointed.  Pending  a  decision  of  the  supreme  court  voiding 
the  receivership  and  nullifying  it,  the  receiver  of  the  bank  procured 
judgments  against  Thompson  in  the  form  of  liens  on  his  real  estate, 
and  he  also  procured  judgments  against  various  other  debtors  of  the 
bank.  Through  the  receiver's  vigilance  in  getting  judgments  while 
anticipating  the  voidance  of  this  receivership,  he  got  liens  in  priority 
to  other  creditors  which  enabled  him  to  collect  in  full  any  debts 
which  he  would  not  have  otlierwise  collected  but  a  very  small  portion 
of.  As  the  result  of  the  collection  of  those  judgments  which  he  got 
in  priority  to  other  creditors  by  i-eason  of  the  receivership  being  held 
void,  he  collected  large  sums  which  he  did  not  anticipate. 

The  Chairman.  Do  you  know  how  much? 

Mr.  Wendt.  No;  the  receiver  can  give  you  that. 

The  Chairman.  Could  the  depositors  have  been  paid  without  the 
sale  of  the  building? 

Mr.  Wendt.  Not  at  that  time,  nor  was  there  then  and  immediate 
prospect  that  they  could. 

The  Chairman.  Could  they,  if  the  bank  building  had  been  held 
by  the  receiver,  have  liquidated  these  claims,  and  could  the  deposi- 
tors' claim  on  the  bank  have  continued  ? 

Mr.  Wendt.  On  that  I  am  not  competent  to  speak.  You  wilj  have 
to  inquire  about  that  from  the  receiver  himself. 

I  have  been,  as  you  know,  merely  counsel  for  the  receiver ;  but  at 
the  time  the  sale  was  made  there  was  no  showing  presented  to  the 
court  which  impressed  it  as  sufficient  to  warrant  preventing  the  sale* 
The  court  was  satisfied  that  the  assets  ought  to  be  converted.  There 
was  no  appeal  from  that  judgment,  of  course. 

The  Chairman.  I  do  not  understand  that  Mr.  Jones  can  contest 
that  record  at  all.  It  is  a  mere  question  of  the  exercise  of  good  judg- 
ment in  the  conservation  of  the  assets  of  the  bank. 

Mr.  Went)T.  Well,  the  receiver  took  the  opinion  of  very  competent 
men  as  to  the  value  of  that  estate,  and  the  comptroller  was  guided, 
as  I  understand  it,  very  largely  upon  the  information  furnished  to 
him  by  the  receiver,  and  perhaps  by  some  independent  investigation. 

The  Chairman.  You  know  nothing,  probably,  about  the  efforts  of 
Mr.  Jones  to  have  a  committee  appointed  repi*esenting  the  stock- 
holders.   Did  you  hear  his  testimony? 

Mr.  Wendt.  No;  I  did  not  hear  his  testimony.  I  read  it,  though, 
Senator.  You  refer  to  his  effort  to  have  a  shareholders'  agent 
appointed  ? 

The  Chairman.  Yes. 

Mr.  Wendt.  As  the  law  provides.  No;  I  know  nothing  about 
that.  I  know  that  the  question  arose.  I  do  not  know  anything  about 
his  efforts. 

The  Chairman.  Thank  you.  Have  you  other  witnesses  ready, 
Mr.  Comptroller? 

Mr.  Wendt.  There  is  one  matter  of  evidence  that  I  overlooked, 
and  that  is  this,  that  attorneys  for  some  of  the  other  national  banks 
interested  in  the  pledge  of  these  stocks  had  consulted  the  receiver 
and  requested  that  he  nave  the  comptroller  brine  a  suit  for  the  sale 
of  those  stocks,  but  the  parties  who  were  vitally  interested  in  the 
value  of  them — that  is,  the  trustees  in  bankruptcy  who  were  inter- 
ested to  obtain  the  most  possible  out  of  it — did  not  want  them  sold 
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at  all.  They  complained  that  they  were  an  integral  part  of  Thomp- 
son's estate,  and  they  had  negotiations  for  the  sale  of  the  estate  in 
bulk  and  the  sale  of  these  stocks  would  prejudice  the  negotiations 
they  had  for  the  sale  of  Thompson's  estate,  and  the  result  would  be 
that  it  would  be  financially  disastrous  to  the  bank  and  the  receivers 
of  the  bank  to  have  the  stocks  sold  at  that  time.  That  was  the  reason 
why  it  was  delayed  so  long. 

The  Chairman.  Do  you  want  to  go  on  this  afternoon*  Mr.  Wil- 
liams? 

Mr.  Williams.  I  would  like  to,  Senator. 

The  Chairman.  The  committee  will  take  a  recess  until  2  o'clock 
this  afternoon. 

(Whereupon,  at  11.45  o'clock  a.  m.,  the  committee  took  a  recess 
until  2  o'clock  p.  m.) 

AFTERNOON  SESSION. 

The  committee  reconvened  at  the  expiration  of  the  recess  at  2 
o'clock  p.  m. 

STATEMENT  OF  MR.  JOHN  S.  WENDT— Besumed. 

Mr.  Wkxdt.  Mr.  Chairman,  there  was  one  reason  for  the  sale  of 
that  bank  building  previous  to  the  sale  of  the  stocks  pledged  to  the 
comptroller,  which  I  neglected  to  state  this  morning.  You  will  have 
observed  that  the  deposit  of  the  stocks  with  the  comptroller  was  in 
trust  for  the  purpose — 

FirFt,  of  securing  payment  of  all  indebtedness  of  Thompson  to 
the  First  National  Bank  of  Uniontown. 

Second,  the  securing  and  protecting  of  depositors  of  the  First 
National  Bank  of  Uniontown  from  losses. 

Third,  to  secure  the  payment  of  notes  of  said  Thompson  held  by 
other  national  banks. 

You  will  observe  that  the  second  purpose  is  to  secure  and  protect 
all  depositors  of  the  First  National  Bank  of  Uniontown  from  loss. 
That  created  a  contract  of  indemnitv,  a  trust  to  indemnifv  the  de- 

Eositors  agamst  loss.  That  would  mean  that  if  the  assets  of  the 
ank  were  not  sufficient  to  pay  the  depositors,  then  the  stock  could 
be  resorted  to  for  that  purpose.  So  that  the  primary  assets  for  the 
payment  of  the  depositors  were  the  assets  of  the  bank.  This  stock 
was  only  sc»condarily  liable  to  protect  depositors  from  loss. 

In  equality,  as  well  as  in  good  morals,  the  receiver  would  be  bound 
to  exhaust  the  assets  of  the  bank  to  pay  the  depositors  before  he 
would  resort  to  this  collateral,  or  have  the  comptroller  sell  the  col- 
lateral for  the  purpose  of  paying  the  depositors,  and  that  was  one 
reascm  the  sale  of  the  bank  was  brought  aoout  in  priority  to  the  sale 
of  the  stock,  because  the  other  national  banks  who  were  interested  in 
the  pledge  of  stocks  would  have  had  a  right  to  complain  if  their 
security  was  taken  to  pay  the  depositors  before  the  assets  of  the 
Uniontown  bank  were  exhausted  in  liquidation  for  the  purpose  of 
paying  them. 

Therefore,  it  seems  to  me  plain  that  there  was  no  equity  whatever 
in  the  contention  of  the  stockholders  that  this  stock  in  the  comptrol- 
ler's hands  should  be  exhausted  first  to  pay  the  depositors,  because 
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the  buildiiifj:,  which  was  the  main  asset  of  the  bank  which  could  be 
sold,  was  primarily  liable  for  that  purpose,  and  the  other  national 
banks  would  have  had  a  right  to  complain  if  it  had  been  sold  and 
the  assets  of  the  bank  exhausted  to  pay  the  depositoi-s  before  that 
was  done. 
The  Chairman.  All  right. 

ADDITIONAL  STATEMENT  OF  ME.  SHEBAILL  SMITH. 

Mr.  Smith.  Since  I  appeared  this  morning.  Senator,  I  have  been 
looking  over  the  testimony  of  Mr.  Jones,  and  among  the  fii^st  I'einarks 
I  noticed  this : 

The  First  National  Banl<  of  I'liloiitimn,  for  years  prior  to  tlio  date  It  was 
closeil  by  tlie  comptroller.  January  19,  1915,  was  the  first  on  the  honor  roH  of 
the  national  banlcs  of  our  country. 

As  a  matter  of  fact,  the  First  National  Bank  of  Uniontown  was 
examined  by  men  in  1912,  under  Comptroller  Murray,  and  at  that 
time  it  was  found  to  be  in  a  verv  unsatisfactory  condition,  dominate<l 
bv  Mr.  Thompson  and  run  for  his  personal  intei'est.  The  bank  was 
placed  on  a  special  list,  and  from  that  time  on  until  it  closed  I  exam- 
ined it  several  times. 

The  bank  was  habitually  a  violator  of  the  law.  Thompson  was 
using  it  for  his  own  ends,  and  bori*owing  money  out  of  it  in  excess  of 
the  law;  his  overdrafts  at  times  ran  to  an  enormous  amount  for  con- 
tinuous periods,  the  bank  was  paying  his  obligations  when  he  did  not 
have  the  funds  under  his  direction,  and  carrying  them  in  what  thev 
called  "cash  items,"  not  only  for  Mr.  Thompson  but  for  some  of  hfs 
associates. 

In  addition  to  that,  Mr.  Thompson,  Seamans,  the  assistant  cashier, 
and  several  of  the  assistant  tellers,  when  foreigners  came  into  the 
bank  and  deposited  money,  would  issue  them  pass  books,  and  give  the 
foreigners  their  personal  notes,  pinning  them  in  the  back  of  the  pass 
books,  whereby  the  foreigner  supposed  he  had  money  deposited  in 
the  bank,  but  had  a  personal  obligation  of  these  men.  At  the  time 
the  bank  closed  there  was  possibly  $400,000  of  these  foi'eignei>$'  notes 
outstanding,  and  a  number  of  them  immediately  filed  a  claim  against 
the  bank,  holding  that  the  bank  was  liable. 

The  Chairman.  This  was  the  record  of  the  l)ank  for  how  long  a 
period  ? 

Mr.  Smith.  This  was  the  record  of  the  bank  as  1  know  from  1012 
to  1915;  continuous  i^ecord.  There  was  time  after  time  when,  in 
spite  of  everything  that  could  be  done.  Thomps<m  had  the  bank 
imder  his  own  control,  and  the  board  of  directoi's  were  consenting 
to  it.  They  owned  85  per  cent  of  the  stock,  and  regardless  of  the 
law,  regardless  of  the  amount  that  Mr.  Thompson,  as  an  individual, 
had  a  right  to  borrow  from  the  bank,  which  was  10  per  cent  of  the 
capital  and  surplus  not  to  exceed  30  per  cent  on  the  capital  all 
together,  or  $30,000,  the  day  the  bank  closed  Thompson  was  in- 
deoted  to  the  bank  by  notes,  overdrafts,  and  checks  in  the  cash 
items  to  the  amount  of  $100,000  or  three  times  the  limit.  That  was 
at  the  time  of  the  closing  of  the  bank  in  1915.  That  same  thing  con- 
tinued all  the  way  back  through  1912,  as  far  as  I  know. 

The  Chairman.  Of  course,  these  mattei's  were  called  to  the  atten- 
tion of  the  bank. 
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Mr.  Smith.  They  were.  Not  only  that,  but  Mr.  Thompson,  after 
Mr.  Murray  went  out,  came  down  to  Washington,  and  an  attempt 
was  made  to  correct  the  matters,  and  through  the  efforts  made  a 
great  many  of  the  matters  were  corrected.  Thompson  sold  some  of 
his  holdings,  and  li(piidated  some  of  his  indebtedness.  He  also  put 
up  some  security. 

The  Chairman.  Were  there  any  violations  of  the  law  ? 

Mr.  Smith.  Plenty  of  them. 

The  Chair3ian.  Were  they  violations  that  were  subject  to  pen- 
alties ? 

Mr.  Smith.  Violations  subject  to  penalty;  yes,  sir.  Mr.  Thomp- 
son, of  course,  is  now  under  indictment  in  the  United  States  court. 
The  matter  has  never  come  to  trial. 

The  Chairman.  When  was  he  indicted? 

Mr.  Smith.  Some  time  after  the  closing  of  the  bank.  In  other 
words,  that  bank,  from  the  earliest  experience  I  had  with  it,  could 
never  have  been,  as  this  seems  to  indicate,  an  honor  roll  bank  or  a 
creditable  bank.  Thompson's  cash  items  and  those  of  his  asso- 
ciates sometimes  ran  to  $100,000  or  $150,000.  I  am  speaking  from 
memory  now — they  may  have  been  $140,000.  The  overdrafts  were 
enormous.  The  I'eports  of  condition  of  the  bank  did  not  i^eflect  the 
true  condition. 

The  Chairman.  That  ran  for  three  years  prior  to  the  failure? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  When  was  the  indictment  brought  against  Mr. 
Thompson  ? 

Mr.  Smith.  After  the  closing  of  the  bank.  I  could  not  say.  The 
bank  closed  in  January,  and  I  can  not  say  when  the  indictment  was 
returned.  Possibly  Mr.  Strawn,  who  is  here,  can  tell  you.  I  think 
he  was  probably  a  witness  at  the  grand  jury  proceedings.  In  fact, 
two  indictments  were  returned,  as  I  understand  it. 

Senator  Flktcher.  Are  you  referring  to  the  indictment  of  Thom|> 
son? 

Mr.  Smith.  The  indictment  of  Thompson ;  yes,  sir. 

Senator  Fi^tcher.  Do  you  know  what  the  charges  were  ? 

Mr.  Smith.  I  was  subpoenaed  as  a  witness  at  the  trial,  and  it  wa^ 
for  a  violation  of  section  5209,  which  covers  embezzlement,  abstrac- 
tion, misapplication,  and  false  ontrie.s.  I  think  that  the  indictment 
covers  pretty  nearly  the  whole  of  the  section. 

The  Chairman.  These  embezzlements  had  been  going  on  during 
three  years  ?     - 

Mr.  Smith.  At  the  time  the  bank  closed,  Mr.  Thompson  was  in- 
debted directly  to  the  bank  for  a  little  over  $100,000,  his  personal 
checks  amounted  at  that  time  to  $60,000,  which  had  been  paid  when 
he  did  not  have  sufficient  funds.  His  account  was  overdrawn  then 
over  $3,000.  Mr.  Thompson  told  me  that  one  time  unless  the  bank 
took  his  personal  obligations  it  would  have  to  close. 

Senator  Gronna.  Did  you  know  these  conditions  existed  at  the 
time  you  met  with  the  directors  at  Uniontown?  You  related  the 
story  this  morning  that  you  met  with  them  and  urged  them  or  sug- 
gested to  them  to  get  together  and  get  funds  to  go  on  with  the  bank- 
ing operation,  as  I  remember  your  testimony. 

Mr.  Smith.  At  that  time  I  did  not  discuss  these  matters  with  them. 
In  the  first  place  this  was  the  night  prior  to  the  closing  of  the  bank, 
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and  I  had  them  on  a  long-distance  phone,  and  at  that  time  I  did  not 
know  the  conditions  that  things  were  in  in  the  bank. 

Senator  Gronna.  Had  you  examined  this  bank  previously? 

Mr.  Smith.  I  had  examined  the  bank  previously.  The  last  time 
was  some  time  in  the  summer  of  1914, 1  think. 

Senator  Gronna.  Had  you  made  only  one  examination? 

Mr.  Smith.  I  had  made  several  from  1912  to  1915. 

Senator  Gronna.  Could  it  be  possible  for  Mr.  Thompson  or  for 
any  other  bank  officials  to  keep  tnese  things  hidden,  if  tne  examina- 
tions were  thorough,  in  amounts  as  large  as  you  have  stated  ? 

Mr.  Smith.  After  every  examination  these  items  were  corrected, 
at  the  time,  or  immediately  after. 

The  Chairman.  Do  you  mean  embezzlements? 

Mr.  Smith.  Any  amount  that  Mr.  Thompson  was  overdrawn,  and 
the  checks  in  the  cash  items,  and  the  loan«;  above  the  legal  amount, 
were  made  good. 

The  Chairman.  Were  the  acts  that  were  afterwards  complained 
of  as  embezzlements  called  to  their  attention  at  that  time? 

Mr.  Smith.  Yes,  sir.  If  a  man  was  overdrawn  it  would  not  neces- 
sarily mean  that  it  was  an  emhbezzlemont. 

Senator  Gronna.  Perhaps  I  misunderstood  the  witness,  Mr.  Chair- 
man, but  T  understood  him  to  say  tliis  morning  that  he  spent  some 
time  at  either  Uniontown  or  in  some  other  town  giving  these  people 
time  to  make  arrangements  to  get  sufficient  funds  to  go  on  with  the 
bank.  The  way  I  understood  vou,  Mr.  Smith,  was  this,  that  you  did 
not  want  to  see  the  bank  closed. 

Mr.  Smith.  That  is  right. 

Mr.  Gronna.  Did  T  understand  you  correctly? 

Mr.  Smith.  I  did  not  want  to  see  the  bank  doped.  I  do  not  think 
I  stated — T  stated  that  T  worked  all  day  and  half  the  night  in  Pitts- 
burgh trying  to  work  out  some  plan  whereby  enough  money  could  be 
raised  to  prevent  the  bank  closinff. 

Senator  Gro^xa.  T  understood  vou  correctly,  then. 

Mr.  Smith.  The  other  stockholders  and  directors  were  in  Union- 
town,  and  I  discussed  the  matter  of  raising  money  with  them  over 
the  long-distance  phone. 

Senator  Gronna.  Do  vou  not  think  that  where  vou  find  bank 
officials  who  will  continuously  violate  the  law,  such  as  you  have  stated 
here,  embezzle  monev,  and  overdraw  their  account,  an  institution  of 
that  sort  should  be  closed  unless  there  is  a  change  in  the  manage- 
ment? 

Mr.  Smith.  Ordinarily,  yes.  The  first  concern,  of  course,  to  an 
examiner  is  the  depositors,  and  the  first  effort  of  the  department  is 
to  work  the  bank  into  shape  so  that  the  depositors  will  run  no  risk 
of  loss.  That  is  the  first  object  of  an  examination.  This  situation 
was  peculiar. 

Senator  Gponna.  In  your  judgment  had  the  bank  improved  in  its 
financial  condition  from  the  time  that  vou  first  discovered  these  ir- 
regularities  in  1912  un  to  1915? 

Mr.  Smith.  It  had  been  improving,  yes,  sir;  constantly. 

Senator  Gronna.  It  kept  on  improving  constantlv? 

Mr.  Smtth.  Yes,  sir.  And.  furthermore,  part  of  that  is  shown  by 
the  ultimate  result  of  the  receivership  and  the  fact  that  the  bank  has 
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paid  out  and  has  assets  left.  If  left  alone  that  bank  would  have 
closed  some  time  ago. 

In  regard  to  the  appointment  of  Mr.  Strawn  as  receiver,  I  want 
to  say  that  I  had  known  Mr.  Strawn  for  some  time.  I  had  known  of 
his  exi^erience  as  a  i-eceiver  under  former  comptrollers  of  the  cur- 
rency, and  also  the  work  he  had  done  as  receiver  of  a  national  bank 
at  Waynesboro,  Pa.,  where  he  had  been  receiver  for  a  number  of 
years,  and  knowing  that  Mr.  Strawn  was  thoroughly  familiar  with 
the  coal  situation  in  Fayette  and  Green  Counties,  ta.,  which  com- 
prised the  assets  that  meant  the  liquidation  of  this  bank  successfully, 
I  recommended  the  appointment  of  Mr.  Strawn  as  receiver  of  the 
First  Xational  Bank  of  Uniontown.  I  wish  also  to  state  that  I  be- 
lieve the  result  of  the  receivership  has  justified  that  opinion. 

The  Chairman.  Mr.  Strawn,  I  understand,  is  to  appear? 

Mr.  Williams.  Yes,  sir. 

Mr.  Smith.  It  was  also  stated  that  a  deliberate  attempt  was  made 
to  limit  the  construction  of  the  stock  pledged.  The  sworn  report  of 
condition  on  I)eceml>er  31,  1914,  showed  Mr.  Thompson's  direct  and 
indirect  liabilities  to  that  bank  were  something  like  $200,000,  I 
am  speaking  from  memory,  but  it  was  a  comparatively  small  amount. 
In  the  testimony  here  it  is  alleged  that  his  indirect  liabilities  are 
$900,000.  Mr.  Thomp.son,  as  president  of  the  bank,  sw^ore  to  the 
statement  showing  his  direct  and  indirect  liabilities.  This  $900,000 
must  take  in  a  considerable  number  of  assets  on  which  Mr.  Thomp- 
son was  not  liable  to  the  bank. 

Mr.  Jones  also  made  a  statement  here  that  some  party  had  a  de- 
posit of  $250,000  in  that  bank,  and  that  he  was  directed  to  lift  the 
deposit,  presumably  to  remove  it  from  the  bank.  If  that  refers  to 
Mr.  Hackney,  cashier  of  the  bank,  I  am  familiar  with  the  transac- 
tion. 

Mr.  Hackney  deposited  in  the  bank  a  considerable  sum  of  money 
at  various  times,  and  took  the  bank's  certificate  of  deposit,  getting  no 
interest.  He  informed  me  that  it  was  an  ordinary  deposit,  in  the 
regular  coui-se  of  business.  I  afterwards  found  that  he  was  getting 
6  per  cent  interest  on  those  certificates.  I  asked  him  how  he,  as 
cashier  of  the  bank,  got  6  per  cent  intei'est  on  a  certificate  that  boi'e 
no  interest.  He  then  told  me  that  he  went  to  other  banks  and  bor- 
rowed money  pei*sonally. 

The  Chairman.  When  was  this? 

Mr.  Smith.  This  was  some  time  prior  to  the  closing  of  the  bank. 

The  Chairman.  It  is  important  that  you  should  fix  that  date. 

Mr.  Smith.  The  date  is  not  fixed  here,  nor  can  I  fix  it  from 
memory. 

The  fciiAiRMAN.  Within  a  year  or  two^years? 

Mr.  Smith.  I  should  imagine  it  was  within  a  year. 

The  Chairman.  Might  it  have  been  more  than  a  year? 

Mr.  Smith.  It  might  have  been.  I  do  not  think  that  it  was.  He 
borrowed  the  money  and  deposited  it  in  the  First  National  Bank  of 
Uniontown  personally,  and  got  the  same  rate  of  interest  that  he 
paid  on  the  money  he  borrowed  and  deposited.  I  then  told  him 
that,  as  a  matter  of  fact,  it  was  not  an  ordinary  deposit,  but  that 
his  bank  was  borrowing  money  from  him  personally,  and  they 
should  show  those  certificates  as  representing  money  borrowed.  But 
he  was  not  instructed  to  take  the  deposit  out  at  any  part  of  the  time. 
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At  the  time  the  bank  dosed,  as  I  stated,  there  was  a  certain 
amount  of  liabilities,  referred  to  here  as  deposits,  of  $1,400,000  or 
$1,500,000.  In  addition  to  that,  the  bank  had  a  liability  of  $400,000 
of  emergency  currency.  They  also  had  the  possible  liability,  which 
is  still  in  existence,  of  some  $400,000  on  these  foreimers'  notes,  the 
foreigners  holding  them  contending  the  bank  is  liable. 

The  emergency  currency,  among  other  things,  was  secui'ed  by  a 
lot  of  assets  that  did  not  belong  to  the  bank.  Thompson  procured 
a  hundred  or  a  hundi'ed  and  twenty-five  thousiind  dollars  worth  of 
first-mortgiige  bonds  from  a  local  concern,  borrowed  them,  and  de- 
posited them.  He  procured  some  notes  in  the  same  way.  That 
liability  had  to  be  taken  care  of,  and  before  anybody  can  say  what 
the  amount  is  to  come  back  to  the  stockholders  of  that  bank  the 
liabilities  have  all  got  to  be  eliminated,  including  the  claims  of  these 
foreigners  who  hold  these  personal  notes. 

I  think  I  stated  this  morning — if  not,  I  would  like  to  say — that 
where  it  says  here  that  "  for  years  prior  to  the  date  it  was  closed 
by  the  comptroller,"  that  is  not  correct.  The  comptroller  did  not 
ciose  the  bank.  The  board  of  directors  realized  they  did  not  have 
enough  cash — I  think  they  had  something  like  $*2,000  in  cash  in  the 
bank.  The  board  of  directors  had  been  unable  to  raise  any  funds. 
Personally  they  were  unwilling  to  put  up  the  money,  the  bank  could 
not  and  did  not  have  the  assists  to,  and  the  board  of  directoi*s  closed 
tlie  bank  themselves. 

The  Chairman.  The  comptroller  was  inclined  to  carry  the  bank 
along  ? 

Mr.  Smith.  As  long  as  the  situation  could  be  saved  and  liquidateil 
for  the  benefit  of  depositors;  yes.  sir. 

The  Chairman.  That  is  all. 

Senator  Fletcher.  What  do  you  mean,  Mr.  Smith  if  I  do  not 
quite  catch  your  meaning  in  referring  to  these  foreigners'  notes,  j>er- 
sonal  notes.    You  described  them  as  personal  notes  of  the  foreignei*s. 

Mr.  Smith.  No;  Mr.  Thompson's  perscmal  notes  to  foreigners.  In 
other  words,  a  foreigner  would  come  into  the  bank  with  a  few  dol- 
lars to  de])osit  and  want  interest.  He  would  get  a  pei^sonal  note  of 
Mr.  Thompson's,  or  he  would  get  a  personal  note  of  Mr.  Seamans's. 
who  was  assistant  cashier,  and  in  some  few  instances  he  would  get 
a  personal  note  of  one  of  the  tellers.  These  iK)tes  he  pinned  in  the 
back  of  the  bank's  pass  book,  and  they  bore  4  per  cent  interest. 
Thereafter  if  a  foreigner  wanted  to  get  his  interest,  or  if  he  wanted 
to  get  a  partial  payment  on  the  note,  he  did  not  go  to  Mr.  Thompson, 
he  did  not  go  to  Mr.  Seamans,  but  he  went  in  to  a  teller  of  the  bank 
.and  said  he  wanted  $40  or  $50  and  wanted  intercvst.  They  would 
give  him  the  interest  and  indorse*  it  on  the  back  of  the  note.  That 
(juesticm  of  whether  the  bank  is  liable  is  one  that  the  courts  have  to 
decide.  On  the  other  hand,  that  liability  is  one  the  receiver  has  to 
take  notice  of  and  has  to  hold  enough  assets  to  provide  for  their  pay- 
ment if  the  bank  is  liable. 

Senator  Fletcher.  You  designate  these  people  as  foreigners. 

Mr.  Smith.  Yes,  sir. 

Senator  Fletcher.  What  do  vou  mean  by  that,  that  they  were  not 
citizens  of  the  United  States? 

Mr.  Smith.  Possibly  I  ought  to  correct  that.  I  mean  people  of 
foreign  birth,  and  in  any  number  of  cases  in  order  to  talk  to  them  I 
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had  to  get  a  foreigner  who  was  employed  in  the  bank  to  carry  on 
the  conversation.  They  conld  not  talk  English,  or  if  at  all,  im- 
perfect English.  Whether  or  not  they  were  naturalized,  I  could  not 
sav. 

Senator  Fletcher.  They  resided  thei'e? 

Mr.  Smith.  Minei's  and  coke  workers  living  in  that  section. 

Senator  FijiiTCHER.  They  resided  there,  and  do  they  still  reside 
there,  or  did  any  of  them  go  out  of  the  country? 

Mr.  Smith.  I  do  not  think  many  of  them  have  gone  out  of  the 
country  since  1915.    They  may  have. 

The  Chairman.  How  lon^  have  you  been  an  examiner? 

Mr.  Smith.  Since  1910,  sir. 

Tlie  Chairman.  I  suppose  you  find  banks  that  are  doing  things 
that  they  ought  not  to  dot  ^ 

Mr.  Smjth.  We  do  sometimes,  but  the  number  are  constantly  get- 
ting less,  the  same  as  the  number  of  banks  that  have  to  be  closed  are 
constantiy  getting  less. 

The  Chairman.  Back  there  in  1912  to  1915  were  there  a  good 
many  banks  that  were  violating  the  law? 

Mr.  Smith.  I  would  not  want  to  say  a  great  number ;  no,  sir.  This 
one  was  a  remarkable  exception. 

Tlie  Chairman.  Some? 

Mr.  Smith.  There  were  some. 

The  Chairman.  You  do  not  know  how  manv  i 

Mr.  Smith.  Oh,  no.  Out  of  seven  thousand-odd  banks  I  only 
examine  a  few  of  them,  and  could  only  speak  from  those  few  I  did 
examine. 

The  Chairman.  The  records  of  the  comptroller's  office  would 
show  ? 

Mr.  Smith.  The  records  of  the  comptroller's  office  would  show; 
yes. 

The  Chairman.  That  is  all. 

STATEMENT  OF  MB.  JOHN  H.  STEAWN,  EECEIYEE  OF  THE  FIEST 

NATIONAL  BANK,  TJNIONTOWN,  FA. 

Mr.  Strawn.  Mr.  Chairman,  my  name  is  John  H.  Strawn.  I  am 
receiver  of  the  P'irst  National  Bank  of  Uniontown,  under  appoint- 
ment from  Mr.  Williams,  the  present  comptroller.  I  have  been  con- 
nected with  the  comptroller's  office  some  13  years,  having  been  in 
charge  of  various  insolvent  national  banks.  My  first  appointment 
was  under  Comptroller  William  B.  Ridgely,  and  I  held  appoint- 
ments und(»r  Comptix)ller  Lawrence  ().  Murray.  I  appear  here  to- 
day in  answer  to  certain  charges  made  by  Mr.  A.  E.  Jones,  of  Union- 
town,  in  connection  with  the  administration  of  the  bank's  affairs. 

Before  taking  up  the  matter  of  tlie  sale  of  the  bank  building  and 
its  collateral,  which  seem  to  Ik?  the  two  principal  points  Mr.  Jones 
has  raised,  and  in  which  I  am  concerned,  I  have  thought  that  I 
would  add  something  to  what  Mr.  Smith  has  said  about  the 
fraud  perpetiated  by  the  former  president  of  the  bank  upon  the 
ignorant  coke  workers  of  that  region,  who  hold  his  personal  obliga- 
tions, and  the  obligations  of  one  of  the  other  officers  of  the  bank, 
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which  they  state  were  frequently  issued  to  them  for  money. that 
they  claimed  to  have  deposited  in  the  bank. 

In  addition  to  the  admitted  liabilities  of  the' bank,  the  amount 
of  which  I  will  state  to  you  presently,  there  were,  at  the  time  of  its 
suspension,  approximately  $400,000  in  personal  notes  made  by  Mr. 
Thompson,  the  pi'esident  of  the  bank,  and  one  of  the  other  omcers, 
held  by  a  large  number  of  people  in  that  region,  all  of  whom  were 
workers  at  the  coke  ovens.  They  were  drawers  of  coke.  They  were 
of  foreign  nationalities,  were  ignoi'ant  of  the  English  language, 
and  were  as  helpless  as  children  in  the  transaction  of  their  business 
affairs. 

The  Chairman.  During  what  period  was  this  going  on? 

Mr.  Strawn.  This  was  going  on  immediately  prior  to  the  bank's 
suspension,  and  at  the  time  that  I  was  appointed  as  receiver. 

The  Chairman.  You  were  not  an  examiner  when  you  were  a^)- 
pointed  receiver? 

Mr.  Strawn.  No,  sir.  My  connection  with  the  comptroller's  office 
for  13  years  has  l^ecn  solely  as  receiver  of  insolvent  national  banks. 
But  I  found  this  situation  when  I  went  there,  and  in  that  connection 
I  may  say  that  while  I  was  not  appointed  for  some  months  after 
the  bank  closed,  yet  immediately  after  it  closed  Mr.  Smith,  who  was 
then  in  charge,  telephoned  me  and  asked  me  to  come  over  to  assist 
him,  and  I  was  with  him  continuously  from  the  week  after  the  bank 
closed  until  my  own  appointment,  and  of  course  all  of  these  mat- 
ters came  to  my  direct  personal  attention. 

As  depositors  came  m  to  prove  their  claims,  these  ignoi^nt  for- 
eigners, worker's  in  the  coke  region,  brought  these  notes  in,  or,  to 
be  more  exact,  each  one  of  them  presented  a  passbook  that  had  been 
regularly  issued  by  the  bank,  showing  a  credit  of  a  sum  of  money 
deposited,  and  a  <?harge  of  like  amount,  and  in  the  back  of  the  pass- 
book was  pinned  what  proved  to  be  a  personal  note  of  the  pi^esident, 
Mr.  Thompson,  or  of  the  assistant  cashier.  The  note  was  printed 
in  such  form  that  it  resembled  in  its  general  appearance  a  certificate 
of  deposit  of  the  bank. 

The  story  told  in  bi-oken  English  at  times,  and  other  times  through 
the  aid  of  an  interpreter,  in  each  case  was  that  the  depositor  brought 
his  money  to  the  bank  and  asked  that  it  be  deposited  on  interest; 
that  he  was  given  a  passbook,  told  to  sign  certain  papers,  and  went 
awav  believine:  that  his  money  was  on  deposit,  whereas,  as  a  matter 
of  fact,  the  funds  had  been  api)ropriatea  pei-sonally  by  the  presi- 
dent of  the  bank  or  one  of  the  other  officers,  and  their  personal  notes 
given  to  the  depositoi^s,  the  passbook  accompanying  it  apparently 
for  the  purpose  of  making  him  believe  he  held  the  bank's  obligation. 
In  fact,  each  one  of  them,  as  they  would  come  back  to  me  asking  for 
dividends,  would  say,  "  My  money  is  in  the  bank.  T  have  the  pass- 
book.   T  have  the  lx)ok  here  to  show  it." 

As  these  alleged  liabilities  did  not  appear  upon  the  books  of  the 
bank,  and  were  denied  by  the  bank's  officials,  I  had  no  alternative 
but  to  reject  them  and  insist  that  they  be  adjudicated  through  the 
courts. 

Senator  Fletcher.  Was  there  no  entry  at  all  on  the  books  of 
these  transactions? 

Mr.  Strawn.  Yes,  s*^  I  have  just  explained  that  in  the  pass- 
book  
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Senator  Fletcher  (interrupting).  Xo;  but  I  was  speaking  of  th? 
books  of  the  bank. 

Mc  Strawn.  Yes,  sir.  An  account  was  opened  in  the  books  of  the 
bank,  and  precisely  the  same  entries  were  made  there  as  appeared 
on  the  passbooks.  As  a  matter  of  fact,  in  many  country  banks,  the 
entries  on  the  passbooks,  at  least  on  the  credit  side,  are  exactly  the 
same  as  those  on  the  bank's  ledger.  The  items  would  be  entered  in 
det^iil.  And  when  a  passbook  is  balanced,  it  is  custonuiry  for  the 
l>ank  to  enter  in  the  passbook,  on  the  credit  side  of  the  passbook, 
which  would  be  on  the^debit  side  of  the  ledger,  the  total  of  the 
checks  withdraw^n  during  that  period,  whereas  on  the  bank's  ledger 
they  would  be  set  forth  in  detail.  The  bank's  ledger  in  each  of  these 
cases  showed  a  deposit  to  the  credit  of  these  individuals,  and  with- 
drawals. 

iSenator  Fletcher.  The  same  date? 

Mr.  Strawn.  Invariably. 

The  Chairman.  For  how  long  a  period?  ITow  hmg  had  it  ex- 
tended back? 

Mr.  Strawn.  That  practice  had  been  goinjr  on  for  years — that  is, 
for  four  or  five  yeai's.  It  was  substantially  mipossible  for  the  bank 
exannners  to  find  out  unless  by  accident,  or  from  the  outside. 

Senator  (ironna.  The  depositor  was  given  credit  for  money  de- 
posited, and  then  the  account  was  balanced  how — b}-  a  check  drawn 
by  the  depositor,  or  by  the  note  of  an  officer  ? 

Mr.  Strawn.  In  each  case  the  transaction  all  occurred  at  the  same 
time.  The  deiX)sitor  placed  his  money  on  the  counter,  a  passbook 
was  then  made  out  with  his  name  on  it,  the  amount  of  his  deposit  was 
crexlite<l  in  the  pass  book,  and  a  siuular  credit  to  his  account  was 
made  in  the  bank's  ledgers.  At  the  same  time  a  check  was  nuide  out 
by  the  bank  officials,  made  payable  to  "  Self,''  and  the  depositor,  who, 
as  I  have  explained,  was  ignorant,  most  of  them  not  speaking  the 
English  language,  and  being  absolutely  helpless,  was  nuide  to  believe 
that  the  signing  of  that  check  was  a  part  of  the  formality  or  routine 
of  the  deposit.  Then  the  check  was  used  as  a  basis  for  charging  his 
account  with  the  amounts  so  dei)osited.  and  the  funds  were  then  im- 
mediately appropriated  by  the  bank  officials. 

Senator  (ironna.  These  transactions  had  been  going  on  for  some 
years  ? 

Mr.  Strawn.  Yes,  sir.  Not  in  all  cases  was  the  note  substituted 
for  the  pass  book  at  the  time  the  deposit  was  made,  because  many  of 
these  individuals  came  in  and  made  small  deposits,  $2.')  or  $50  at  a 
time,  but  wheiiever  it  got  up  to  as  much  as  $200 — it.  seems  the  ac- 
counts were  doselv  scanned  to  ascertain  when  there  wouhl  be 
enough — then,  when  the  depositor  would  come  in  to  uuike  the  next 
one,  the  whole  thing  would  be  switched,  and  the  personal  note  sub- 
stituted. 

The  result  of  that  was  that  when  the  bank  closed,  Mr.  Smith  says 
that  some  of  them  were  presentetl — all  of  them  were  presented  as 
claims.  I  rejected  them.  The  holders  were  helpless,  ignorant,  did 
not  know  what  to  do.  Some  of  them  went  to  some  attorneys  and 
some  to  others.  The  result  was  that  $40,000  in  suits  were  brought 
against  n»e  to  establish  claims  on  the^e  notes.  My  opinion  is  that 
attorneys  hold  large  numbers  of  them  awaiting  the  outcome  of  these 
suits.    'Onlv  two  of  them  have  been  determined.    The  docket  of  the 
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local  court  the  last  two  years  lias  been  continued  generally  I3ecau.se 
the  bar  as  a  whole  requested  it,  saying  that  their  entire  activities 
were  devoted  to  war  work,  and  T  have  not  been  able  to  get  these  cases 
tried  or  determined.  But  while  these  were  not  adiaitted  liabilities 
and  were  not  classified  or  included  as  such  in  the  list  of  liabilities  as 
!  hown  by  my  books,  they  necessarily  had  to  l>e  taken  into  considera- 
tion in  the  rei'eivership  and  guardedl  against,  and  provision  made  for 
their  payment. 

Senator  Flktchkij.  You  said  two  of  the  suits  had  lieen  determined. 
How  were  thev  decided  ? 

Mr.  Stkawn.  They  were  decided  favorably  to  the  bank.  I  got 
verdicts  in  lK)th  of  those  cases. 

Senator  FLtrrciiER.  Were  appeals  taken  in  them,  or  was  that  finaH 

Mr.  Strawn.  Xo,  sir:  no  apjieal  has  been  taken.  In  connection 
^vith  this,  Mr.  Jones,  who  was  here  before  you  a  few  days  ago,  is  an 
attorney  representing  some  of  these  litigants,  the  holders  of  these 
disputed  claims  against  the  bank. 

Senator  Fletcher.  He  is  asserting  the  liability  of  the  bank  on 
those  claims? 

Mr.  Strawx.  Yes.  sir.  The  president  of  the  bank  was  Mr.  J.  V. 
Thompscm,  of  T'niontown,  whose  jn'incipal  business  for  yeai'S  past 
had  been  speculation  in  coal  lands.  His  purpose  seemed  to  have 
been  to  acquire  a  monopoly  of  the 'undivided  coal  acreage  of  western 
Pennsylvania  and  of  northern  West  Virginia:  that  is  to  say,  of  all 
the  remaining  acreage  of  coking  coal  of  what  is  commonly  known 
us  the  Pittsburgh  vein,  whicli  is  generally  regarded  as  the  only  de- 
sirable coking  coal  in  the  country. 

T  was  sent  to  Waynesburg  some  years  before  the  failure  at  T'nion- 
town,  and  was  in  charge  of  a  bank  there.  That  is  right  m  the  heart 
of  Greei^e  County,  where  the  largest  area  of  this  coal  is  situated. 

The  CnAiR:^rAN.  Mr.  Strawn,  please  pardon  me.  I  do  not  under- 
stand that  there  is  any  dispute  about  that  situation.  Tlxe  two  items 
tluit  are  of  consecpience,  so  far  as  I  am  concerned,  are  the  items  re- 
lating to  the  sale  of  the  real  estate  belonging  to  the  bank,  which 
Mr.  Jones  claims  was  sacrificed,  and  the  declination  of  the  comp- 
troller to  permit  of  the  appointment  of  an  agent  to  repreesnt  the 
stockholders. 

Mr.  Strawn.   Yes,  sir. 

The  CiiAiR.MAN.  Those  two  items,  it  seems  to  me,  stand  out  as  the 
items  of  consecpience,  and  T  do  not  wish  to  limit  your  testimony, 
but  you  understand  that  a  mere  repetition  of  facts  that  are  admitted 
is  taking  uj)  the  time  of  the  committee  to  no  special  purpose. 

Mr.  Strawn.  Yes,  sir:  and  T  desire  to  avoid  that.  But  I  think 
that  in  justice  to  myself,  and  as  explanatory  of  the  condition  of  the 
l)ankV  affairs  at  the  time  I  took  up  the  sale  of  the  building,  it  is 
necessary  to  recount,  as  briefly  as  possible,  Mr.  Thompson's  trans- 
actions, the  amount  of  his  i)aper  that  was  out,  and  the  condition  that 
necessitated  the  sale  of  the  building.    I  will  take  very  little  tinu\ 

The  Chairman.  Very  well. 

Mr.  Strawn.  In  the  course  of  his  speculations  he  had  incurred  lia- 
bilities of  ai)proximately  $40,000,000.  About  half  of  that  consisted 
of  mortgage  indebtedness,  and  the  remainder  of  unsecured  notes.  As 
Mr.  Jones  stated,  he  had  acquired  140,000  acres  of  coal  lands.  I  do 
not  know^  whether  that  acreage  is  correct,  but  I  do  know  that  his  lia- 
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bilities  approximated  $40,000,000  when  the  returns  were  all  in.  He 
had  attempted  to  finance  this  largely  through  the  medium  of  this 
Uniontown  bank,  and,  as  was  explained  by  Mr.  Smith,  after  the  bank 
had  closed,  he  declaimed  on  oath  that  his  total  libailities,  direct  and 
indirect,  amounted  to  $900,000.  His  direct  liabilities,  or  those  on 
which  his  name  appeared,  were  approximately  $200,000.  These 
othei*s  were  notes  of  other  people  whom,  in  some  instances,  he  had 
induced  to  borrow  money  from  the  bank  and  loan  it  to  him,  or  many 
other  cases  whei-e  he  had  made  loans  to  these  parties  l)ecause  he 
owed  them  money. 

From  the  nature  of  liis  transactions  it  will  be  seen  that  liabilities 
of  that  sort,  in  the  involved  condition  that  Mr.  Thompson  was  in,  and 
^considering  the  nature  of  his  assets,  nothing  but  coal  lands,  for  which 
there  was  no  demand  at  all,  could  not  l>e  collected.  Upon  an  analysis 
of  all  the  remainder  of  the  bills  receivable,  I  found  that  the  gi^eater 
portion  of  them  consisted  of  loans  he  had  made  to  other  people  for 
the  purchase  of  coal  lands  that  he  had  induced  them  to  buy. 

When  the  bank  closed,  it  had  only  $1,800  cash  on  hand.  While  its 
records  showed  that  it  had  approximately  $100,000,  the  remainder 
consisted  of  Mr.  Thompson's  checks  that  he  had  paid  out  of  the 
bank's  funds,  putting  checks  in  the  cash  drawer  and  counting  them 
as  nmney.  But  it  only  had  that  amount  of  cash,  plus  probably 
three  or  four  hundreds  dollai's  that  was  in  the  foreign  exchange  de- 

i>artment:  no  money  in  the  hands  of  the  reserve  agents  or  other 
)anks,  not  a  liquid  asset  inside  of  the  bank.  The  loans  were  sub- 
stantially all  of  the  character  I  have  indicated,  and  with  his  failure, 
which  occurred  at  that  time,  the  whole  community  was  broke. 

The  total  assets  at  the  time  of  the  failure  were  $3,517,000  in  round 
numbei's,  consisting  of  bills  receivable  $2,073,000,  and  other  assets 
of  $1,444,000.  The  other  assets  vere  comprised  chiefly  of  the  real 
estate,  valued  at  $976,000:  Mr.  Thompson's  overdrafts,  and  these 
cash  items,  these  checks  that  he  had  paid  out  of  the  bank's  funds  and 
carried  as  money,  frequently  a  hundred  thousand  dollars,  and  an 
overdraft  of  the  county  treasurer  of  about  $56,000.  That  arose  from 
the  fact  that  the  county  treasurer  parted  with  some  $76,000  of  the 
county's  funds  which  he  turned  over  to  Mr.  Thompson,  in  considera- 
tion of  which  Mr.  Thompson  permitted  him  to  overdraw  his  account 
to  the  bank  to  that  extent. 

The  Chairman.  When  did  that  happen? 

Mr.  Strawn.  That  lun)i)ened  in  July,  1914.  The  admitted  liabili- 
ties, when  they  were  all  m,  amounted  to  $3,528,000.  These  consisted 
of  liabilities  to  depositors  of  approximately  a  million  and  half; 
$471,000  of  eniergoncy  currency  issued  under  the  Aldridge-Vreeland 
Act,  and  which,  it  seems,  the  comptroller  had  j)ernntted  Mr.  Thomp- 
son to  obtain  in  his  efforts  to  save  the  bank  from  destruction:  and 
^138,()0()  borrowed  money,  borrowed  from  the  Farmers'  Deposit  Na- 
tional Bank  of  Pittsburgh,  secured  by  a  large  number  of  bills  receiv- 
able of  the  National  Bank  of  Uniontown.  The  remainder  of  the  lia- 
bilities consisted  of  borrowed  assets,  certain  bonds  that  Mr.  Thomp- 
son had  borrowed  and  used  as  collateral  security  for  the  emergency 
currency. 

In  the  siunmer  of  1917  the  affaii's  of  the  bank  had  been  so  fai* 
liquidated  that  the  emergency  currency  had  been  paid  off,  the  bor- 
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rowed  money  had  been  paid  off,  and  50  per  cent  in  dividends  had  been 
paid  to  the  depositors  upon  all  claims  proved.  It  was  at  this  time 
that  the  matter  of  the  sale  of  the  bank  building  fii*st  came  up. 

In  connection  with  the  sale  of  the  building,  1  have  to  say  that  the 
matter  first  arose  from  the  fact  that  people  who  wanted  to  purchase 
came  to  me  and  wanted  to  buv,  and  1  refused  f i*om  time  to  time  to 
consider  their  offers,  or  to  refer  them  to  the  comptroller,  because  I 
regarded  them  as  grossly  inadequate.  There  were  several  different 
competing  groups  of  bidders,  and  in  this  connection  I  wish  to  deny 
Mr.  Jones's  statement  that  there  was  only  one  party  who  could  buy 
that  building  or  would  buy  it.  At  the  sale  there  were  some  four  or 
five  different  parties  competing  and  bidding  against  each  other. 

So,  when  from  the  conierences  that  I  had  with  these  different  pix)s* 
pective  purchasers  I  became  convinced  that  the  property  could  be 
sold  at  an  adeauate  price,  I  then  gave  careful  consideration  to  the 
question  as  to  tne  necessity  for  the  sale  of  the  building  and  the  pro- 
priety or  advisability,  and  the  adequacy  of  the  price  that  would  be 
necessary  to  justify  this  sale. 

Senator  Gronna.  When  you  are  speaking  of  the  building,  Mr. 
Strawn,  does  that  mean  all  the  buildings  that  Mr.  Smith  referred  to, 
or  just  the  bank  building? 

Mr.  Strawn.  It  is  just  the  bank  building  and  the  opera  house, 
which,  really,  really  constitute  one  property.  I  was  going  to  explain 
that  a  little  later. 

In  arriving  at  a  decision  as  to  the  necessity  for  the  sale  of  the 
building,  I  wish  to  j>oint  out  one  thing.  Mr,  Jones  correctly  stated 
the  fact  that  the  capital  and  surplus  of  the  bank  amounted  approxi- 
mately to  $1,100,000.  The  bank's  real  estate  was  carried  at  $976,000. 
The  capital  and  surplus  represent  the  entire  margin  of  the  assets  over 
and  above  the  amount  necessary  to  pay  the  debts.  If,  therefore,  the 
bank  had  $976,000  tied  up  in  i*eal  estate,  it  could  sustain  the  loss  of 
only  the  diffei*ence  between  that  and  the  $1,100,000  before  it  became 
necessary  to  resort  to  the  real  estate  to  pay  the  creditors. 

Upon  my  analysis  of  the  assets,  then,  I  found  that  they  consisted 
at  that  time  of  bills  receivable  of  $987,000,  and  other  assets,  compris- 
ing chiefly  the  bank  real  estate,  and  the  Thompson  overdraft, 
$1,016,000.  I  found  also  that  over  $116,000  of  the  bills  receivable  had 
been  ascertained  to  be  wholly  bad,  and  of  the  i*emainder  $600,000  of 
them  consisted  of  claims  against  Mr.  Thompson,  who  was  in  bank- 
ruptcy ;  Mr.  I.  W,  Seamans,  who  was  in  bankruptcy ;  various  others 
of  Mr.  Thompson's  associates  who  were  in  bankruptcy,  or  had  been  in 
receiverships,  and  who  were  hopelessly  involved  financially.  That 
was  $600,000  out  of  $987,000.  Add  to  that  the  $116,000  that  was 
found  to  be  wholly  bad,  and  it  made  something  over  $700,000. 

I  found  also  that  I  had  about  seventy-five  or  eighty  thousand  dol- 
lai-s  of  notas  of  Mr.  Thompson's  relatives  who  were  not  in  precisely 
the  same  financial  condition  he  was  in  but  whose  assets  were  princi- 
pally in  real  estate  and  who  could  not  pay.  On  an  analysis  of  the  re- 
mainder I  foimd  they  consisted  almost  wholly  of  notes  of  people  who 
had  borrowed  money  to  buy  coal  lands  that  were  unsalable.  In  other 
words,  I  had  arrived  at  the  point  where  I  could  realize  on  no  more 
collections  unless  I  sold  the  building,  which  was  the  most  liquid  asset 
that  I  had. 
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The  liabilities  at  that  time  were  50  per  cent  of  the  unpaid  proved 
liabilities,  and  that  50  per  cent  amounted  approximately  to  $592,000. 
There  were,  in  addition,  272  claims  proved  where  the  liabilities  were 
admitted.  The  interest  that  had  acci-ued  on  the  deposits  and  which 
the  law  secured  to  the  depositoi-s  amounted  to  al)out  $220,000,  nuiking 
a  total  of  $1,080,000.  ^ 

Senator  Gronna.  You  got  an  order  from  the  court  to  sell  this 
building? 

Mr.  Strawn.  Yes,  sir.  I  could  not  have  hold  it  without  an  order 
of  court.  In  other  words,  there  were  $1,080,000  liabilities  to  be  liqui- 
dated, and  without  any  assets  out  of  which  further  collections  ( ould 
be  made  at  that  time  because  they  were  all  tied  up. 

Fuithennore,  as  to  the  expediency  of  the  sale  there  were  a  large 
nund>er  of  people  who  were  w^ell  able  to  buy.  Coke  operators,  bank- 
ers, and  others  engaged  in  the  coke  business  had  made  fabulous  prof- 
its^ during  the  war  and  there  was  an  abundance  of  money. 

Senator  Fletcher.  ^Vhat  was  the  character  of  the  real  estate  i 

Mr.  Strawn.  The  real  estate  consisted  of  the  bank  building  proper, 
which  was  an  11-story  structure  of  brick  and  stone  construction  with 
a  building  on  the  same  lot  adjacent  to  it — an  opera  house — and  three 
pieces  of  property  across  the  street  to  the  rear.  One  of  them  was  a 
three-story  brie  k  structure  rented  to  a  printing  establishment  and  to 
a  club.  The  other  was  a  post-office  building,  and  the  third  a  vacant 
lot. 

The  whole  of  this  real  estate  was  assessed,  for  purposes  of  taxation, 
at  $300,000  when  the  bank  closed.  They  subsequently  raised  that 
assessment  to  $315,000  and  I  believe  at  about  the  time  I  sold  it  they 
added  another  $5,000  on  to  the  as^sessment,  making  not  to  exceed 
$320,000.  Under  the  laws  of  Pennsylvania  they  are  presumed  to  as- 
sess real  estate  at  its  value,  although  in  practice  I  find  that  the  valua- 
tions are  always  low.  But  $315,000  was  the  assessed  valuation  of  all 
of  this  property. 

I  sold  the  bank  building  and  the  opera  house,  really  constituting 
one  structure,  and  retained  the  other  property.  The  other  property, 
in  my  opinion,  is  fairly  w^orth  some  $100,000  or  $150,000.  So  that, 
deducting  that  from  the  total  value  of  the  real  estate,  $976,000,  would 
leave  the  book  value  of  the  propertv  I  sold  at  somewhere  from  $800,- 

000  to  $850,000. 

Upon  careful  investigation  I  found  that  the  property  was  carried 
at  cost,  approximately.  There  had  l)eon  some  charge  of,  as  I  had 
been  informed,  for  depreciation,  but  the  amoimts  were  not  great. 

The  Chairman.  How  old  a  building  was  it? 

Mr.  Strawn.  The  building  was  constructed  about  the  year  1901. 
It  was  17  years  old  at  that  time. 

The  Chairman.  Do  you  know  what  it  cost? 

Mr.  Strawn.  Only  fn)m  the  books  of  the  bank.    I  did  not  go  back. 

1  had  inquired  from  the  bank  officials.  None  of  them  claimed  or  pre- 
tended that  this  property  was  worth  more  than  the  l>ook  value,  or 
that  it  cost  any  more  than  that. 

I  investigated  the  matter  bf  the  income  during  the  year  it  had 
been  in  operation.  I  found  that  for  the  first  half  of  the  period  the 
net  income  was  around  $30,000,  and  that  it  never  did  exceed  $85,000. 
From  the  time  I  took  charge  of  the  l)ank,  and  for  the  year  before  it 
was  sold,  I  had  been  able  to  increase  the  yield  \\\)  to  aboiit  $44,000. 


424  NOMINATION   OF  JOHN   SKEX.TON   WIIXIAMS. 

And  SO.  as  I  siiy,  I  found  it  was  nece&sary  to  sell  the  building,  in 
the  fii-st  place,  to  pay  the  debts,  that  there  would  not  l)e  sufficient 
without  it. 

Senator  Fletchek.  Do  you  mean  that  income  was  net  over  and 
above  the  taxes,  insurance,  and  all  that? 

Mr.  Strawn.  And  (ost  of  operation:  yes,  sir.  But  in  conne  tion 
with  the  insurance,  tliere  was  very  little  insurance  carried,  which 
was  a  very  damagrin^  feature  to  the  building.  It  is  a  skyscraper 
structure  in  a  small  town,  and  I  presume  the  insui-ance  companies 
Considered  that  their  fiie-fighting  appliances  are  not  sufficient  to  take 
care  of  that.  Anyhow,  the  rate  on  it  was  2  per  cent,  which  was 
practically  prohibitive. 

Senator  Fustchek.  What  is  the  population  of  the  town? 

Mr.  Strawn.  Al>out  20,000  people. 

Mr.  Fletcher.  Did  you  get  an  order  to  sell  all  the  real  estate^ 

Mr.  Strawn.  N.o,  sir;  I  got  the  order  to  sell  the  particular  prop- 
erty. This  was  all  that  the  purchasers  wanted.  They  did  not  want 
the  property  across  the  street,  and  when  I  say  purchasers  I  do  not 
niean  the  one  party  who  bought  the  building,  but  I  mean  these  dif'- 
ferent  individuals  who  were  negotiating.  There  were  some  four  or 
five  different  groups  of  individuals. 

I  found  it  was  neiessaiT  to  sell  the  proi)ei1:y.  I  found  it  was 
expedient  to  do  so,  that  there  were  competing  bidders,  and  that 
they  had  the  money.  Fui-thermore,  I  took  this  up  with  Mr.  Thomp- 
son, whose  estate  owned  over  60  per  cent  of  the  sto>'k,  and  advised 
him  some  months  l>efore  I  applied  to  the  court  for  an  order  of  sale 
that  it  would  l>e  ne;*essary  to  sell  the  property.  I  told  his  civditor  s 
committee  the  same  thing.  While  he  objected  to  the  sale,  the  (mly 
i*eason  he  could  advance  for  not  selling  was  that  he  said  it  was  not 
necessary;  to  whidi  I  replied  that  it  was  necessary  to  liquidate  the 
bank,  to  pay  the  debts,  and  that  there  would  not  l)e  sufficient  iniless 
he  or  the  other  officers  provided  funds  to  cover  the  deficiency  if 
they  wanted  to  save  that  building.  Vou  will  realize  that  while  that 
bank  was  insolvent,  it  was  in  the  condition  that  Mr.  Smith  has  ex- 
plained, that  the  stock  would  have  to  be  worth  $97()  a  shai-e  after 
liquidation  in  onler  to  save  that  building.  It  would  Ih»  wholly  un- 
reasonable to  look  for  anything  liko  that  in  this  case,  with  assets 
of  that  kind. 

So,  when  T  as.vrtained  that  these  people  would  bid  against  each 
other — I  told  them  I  would  not  recommend  a  private  sale  under 
any  cir(  umstances — I  notified  the  officers  of  the  bank,  after  fii'st 
communicating  with  the  comptroller  and  stating  the  situation,  and 
went  into  couit  and  asked  foi*  an  order,  which  was  gianted. 

T  then  advertised  the  propeity  for  a  period,  I  think,  of  one  mcmth. 
None  of  the  sto 'khohlers  had  anything  to  say  about  it,  excc»])t  tlu^ 
day  before  the  sale  was  advertised  they  went  in  l)efc)i'e  Judge  Orr,  of 
the  Federal  court  for  that  district,  with  a  petition  to  restrain  the 
sale.  'The  court  ordered  the  sale  continued  and  ordered  me  tc5  file 
an  answer  to  that  petition,  whicli  I  did. 

In  the  meantime  Mr.  Thompson's  attorney  requested  the  comp- 
troller to  have  the  sale  continued  one  month,  stating  that  they  would 
be  able  to  satisfy  him  and  satisfy  me  that  they  hacl  a  deal  they  were 
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tibout  to  consumniHte  for  the  sale  of  Mr.  Thompson's  property  which 
would  result  in  the  payment  of  all  of  the  liabilities  of  the  bank  with- 
out the  sale  of  the  building.  And  so  I  went  down  to  meet  them,  and 
ut  his  request  went  over  the  whole  situation  and  met  the  people, 
and  I  found,  in  the  first  place,  that  they  did  not  have  any  sale  of 
his  assets  arranged,  that  the  purchasers  mei*ely  had  an  option  and 
were  investigating.  In  the  second  place,  that*  if  they  had  made  a 
sale  along  those  lines,  it  contained  no  provision  for  the  payment  of 
the  creditors,  so  as  to  avert  the  sale  of  the  building.  I  consequently 
was  unwilling  to  assimie  the  responsibility  of  recommending  an  in- 
definite postponement  of  the  sale. 

In  connection  with  that,  the  responsibility  of  that  matter  was  on 
me.  I  knew  at  that  time  that  the  property  would  sell  for  an  adequate 
price.  I  knew  also  that  these  purchasers,  two  of  whom  were  banks 
there  were  seeking  new  quartei's,  would  be  eliminated  from  the 
market  if  the  sale  was  unduly  deferred.  They  wanted  to  bid  on  this 
pi'opei'ty.  I  foresaw^  a  situation  of  this  kind :  If  I  postponed  that 
sale,  if  I  put  it  off  for  a  few  months,  probably  all  of  the  parties 
who  were  interested  would  be  out  of  the  market  and  I  could  not  sell 
it  then  probably  at  any  price. 

In  c(mnection  with  the  value,  I  want  to  say,  too,  that  the  maximum 
bid  that  I  ever  had  on  the  property  up  to  the  time  of  the  sale  was 
$4:0(),()(K),  subseqiiently  increased  to  $450,000,  and  the  argument  was 
made  all  around  there  that  that  was  the  maximum  price  that  the 
property  would  justify. 

But  after  discussing  with  Mr.  Thom|>son's  attorneys  and  the 
ci-editor's  committee  the  matter  of  the  postponement  of  the  sale,  I 
explained  mv  position  to  them,  and  they  then  stated  to  the  comp- 
troller that  if  this  sjile  were  deferred  one  month  they  would  with- 
draw all  opposition,  and  in  accordance  with  that  they  did  withdraw 
this  petition  for  a  restraining  order.  The  one  month  passed,  and 
their  plans  in  connection  with  the  Thompson  estate  were  no  further 
along  toward  consummation  than  before,  and  I  procex»ded  to  read- 
vertise  the  i)roperty,  and  then  at  the  last  day,  some  of  them — I  do 
not  recall  now  whether  it  was  Jones  or  some  other  attorney — came 
in  there  with  another  ])etition  for  another  resti'aining  order,  which 
Judge  Orr,  after  due  consideration,  turned  down.  Then  I  proceeded 
with  the  sale,  having  advertised  it,  worked  up  thes(»  competing 
grou])s  of  bidders,  and  gave  everybody  an  opportunity. 

In  connecticm  with  that  I  told  Mr.  Hackney,  who  was  vice  presi- 
dent of  the  bank,  and  a  man  of  ample  means,  able  to  buy  this  him- 
self, that  it  was  my  duty  to  sell  that  to  pay  the  depositors,  and  that 
if  the  price  bid  was.  in  his  opinion  not  sufficient,  it  was  his  duty  to 
protect  the  building.  The  property  was  offered  in  accordance  with 
the  order  of  the  court,  and  it  brought  $700,000,  which  was  between 
80  and  J)0  })er  cent  of  its  value.  The  property  sold  was  the  bank 
building  and  the  opera  house.  The  property  across  the  street  was  re- 
tained and  is  still  held. 

At  the  time  of  the  sale  I  gave  notice  that  I  would  present  a  peti- 
tion for  confirnuition  at  a  day  in  the  future  sufficiently  remote  as 
to  give  all  the  interested  parties  an  opportunity  to  go  before  the  court 
and  file  their  objections  to  the  sale,  if  they  so  desired.  Notwith- 
standing that,  not  (me  of  them  appeared  to  object,  and  consequently 
the  court  confirmed  the  sale.     The  court  was  well  convei-sant  with 
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the  facts  and  with  the  value  of  the  pix)perty.  He  had  to  be,  because 
these  petitions  to  restrain  the  sale  nad  been  filed  before  him,  tried 
before  him,  the  whole  matter  thoroughly  aired,  and  the  court  knew 
that  if  the  price  bid  was  inadequate  the  interested  parties  would  be 
there  to  object;  and  not  one  of  them  was  there.  They  had  never 
appeared  to  object.  There  has  never  been  any  complaint  made  about 
the  sale  of  that  building  from  that  day  to  this,  unless  it  is  by  Mr. 
Thompson.  He  did  not  want  it  sold  because  he  did  not  want  any  of 
his  assets  sold.  In  the  administration  of  his  estate  his  policy  has 
been  to  hold  everything  together.  His  creditors  have  never  been 
paid  1  cent,  his  unsecured  creditors,  from  the  day  he  failed.  None 
of  his  secured  creditors  have  ever  been  paid  anything  except  in  in- 
stances where  they  had  mortgages  on  the  proj)ei1:y  and  the  proi>ert3' 
was  sold,  and  they  had  to  pay  it. 

Senator  Fletcher.  Did  he  fail  before  the  bank  failed? 

Mr.  Strawx.  At  the  same  time. 

Senator  Fletcher.  How  long  had  you  been  receiver  at  the  time  of 
the  sale  of  the  real  estate  ? 

Mr.  Strawn.  The  sale  was  made  in  February,  1918,  and  I  was 
appointed  receiver  in  April,  1915. 

Senator  Fletcher.  I  should  think  that  would  give  him  time  to 
wind  up  his  affairs. 

Mr.  Strawx.  Yes,  sir.  I  thought  so.  When  I  said  the  pix)perty 
brought  fi'om  80  to  90  per  cent  of  its  value  I  meant  its  book  value* 
the  value  carried  on  the  books. 

Senator  Fij2Tcher.  Real  estate  ^nerally  in  1918  was  not  veiy  ac- 
tive anv where  in  the  country,  was  it  ? 

Mr.  Strawn.  I  think  not.    But  it  never  was  in  Uniontown. 

The  Chairman.  You  say  there  was  plenty  of  money  thei-e  and 
there  was  a  demand  for  two  new  bank  sites? 

Mr.  Strawn.  Yes,  sir.  It  was  a  fortunate  time,  and  that  is  the 
reason  I  proceeded  to  the  sale  of  the  building.  There  were  not  only 
two  banks  wanting  these  sites,  but  there  wei*e  other  individuals  bid- 
ding as  well.  Mr.  Jones  stated  there  was  only  one  purchaser  at  that 
sale.  That  is  not  true.  There  was  Mr.  James  I.  Feather,  who  bought 
the  property  in  by  making  the  highest  bid.  There  was  the  Citizens 
Title  &  Trust  Co.  bidding  (m  the  property.  There  was  Mr.  W.  A. 
Stone,  an  officer  of  that  company,  who  was  bidding  for  himself. 
There  was  Mr.  F.  E.  Markell,  of  Connollsville.  representing  himself 
and  other  associatee^,  who  was  there  bidding  on  the  property.  There 
was  a  Mr.  Sherrard,  who,  with  his  bi'othei's,  is  worth  sufficient  money 
to  buy  this  property,  and  they  bid  on  it.  There  were  also  some  others 
who  I  was  informed  were  there  for  the  purpose  of  bidding  who  re- 
mained silent  because  Mr.  Feather  and  Mr.  Stone  took  the  lead  and 
bid  this  up  so  fast,  so  quickly,  that  it  bowled  them  out. 

The  Chairman.  It  seems  rather  stranjrc  that  in  a  dead  town  which 
had  no  future  there  should  be  men  wuth  money  looking  for  bank 
sites. 

Mr.  Strawn.  These  were  all  old  established  banks  who  had  out- 
grown their  business  and  wanted  new  quarters.  I  am  not  saying 
that  the  pi'opei'ty  is  not  valuable — it  is.  But  the  fact  remains  that 
while  during  the  i>eriod  of  the  war  it  has  been  filled  wuth  tenants, 
yet  before  the  war  it  w^as  not.  You  see,  that  place  is  the  center  of 
the  coke  industry,  and  there  was  a  vast  expansion  of  business  there 
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<Iuring  the  war,  fabulous  sums  of  money  made.  Those  coke  concers 
wanted  additional  si)ace  temporarily  for  their  offices,  and  there  were 
many  people  wanting  to  engage  in  the  brokerage  business.  On  return 
to  normal  times,  it  is  extremely  doubtful  whether  the  Building  will  be 
filled  with  tenants  or  not.  There  were  a  great  many  vacancies  in  the 
property  when  I  went  there,  and  the  only  reason  why  I  was  able  to 
increase  the  income  was  that  I  succeeded  in  filling  those  vacancies 
before  I  sold  the  property. 

Senator  Gronna.  Was  there  a  considerable  increase  in  the  popula- 
tion of  this  town  during  the  war? 

Mr.  Strawn.  Not  so  far  as  I  know.  I  think  it  remained  station- 
ary. The  coke  industry  there  reached  the  crest  of  its  development 
several  years  ago.  I  do  not  think  Uniontown  is  retrograding  at  the 
present  time,  but  will  in  the  future  as  those  pix)perties  are  worked 
out.    They  are  being  worked  out  rather  rapidly. 

Senator  (ironna.  Did  a  great  number  of  people  go  to  war  from 
that  localitv  ? 

Mr.  Strawn.  Yes,  sir. 

Senator  (iron n a.  I  suppose  as  those  return  there  naturally  will  be 
an  increase,  probably,  above  the  normal  population? 

Mr.  Strawn.  That  will  be  offset  by  the  fact  that  these  foreign  coke 
workers  are  returning  to  the  old  country.  I  understand  that  the 
steamship  agencies  are  simply  swamped  with  applications  for  passage. 

Senator  Gronna.  I  do  not  know  that  it  has  any  bearing  on  the 
oa.se,  Mr.  Chairman,  but  Mr.  Strawn  stated  this  afternoon — and  I 
agree  with  him  entirely — ^that  there  is  considerable  importance  in  the 
fadi  that  these  men  have  been  defrauded  hj  these  officials,  have  been 
led  to  believe  that  they  deposited  money  in  a  banking  institution, 
and  then  individual  notes  had  been  given  to  them.  I  would  like  to 
know  if  any  of  those  men  have  been  paid. 

Mr.  Straw^n.  Xot  to  my  knowledge,  except  that  I  understand 
occasionally  a  small  sum  in  the  way  of  interest,  a  few  dollars,  prob- 
ably, would  be  handed  to  them. 

Senator  Fi^tciier.  What  did  tliey  all  amount  to? 

Mr.  Strawn.  The  total  of  those  presented  to  me  exceeded  $400,000. 

Senator  Gronna.  So,  really  all  they  have  is  the  sympathy  of  the 
commimity  and  of  yourself? 

Mr.  Strawn.  Yes,  sir. 

Senator  (Jronna.  And  Thompson's  notes. 

Mr.  Straw^n.  Yes,  sir;  and  those  of  Assistant  Cashier  Seamans. 

Senator  Fletcher.  WHiat  is  the  number  of  these  depositors? 

Mr.  Strawn.  Of  these  foreignei-s  who  hold  those  notes? 

Senator  Fletcher.  Yes. 

Mr.  Straw^n.  I  do  not  thinly  I  ever  counted  them  up,  but  it  covers 
two  long  pages.  I  should  say  there  were  probably  several  hundred 
of  them.    It  took  several  pages  to  hold  them. 

Senator  Fletcher.  There  must  have  been  several  himdred,  unless 
they  had  large  amounts  to  their  credit. 

Mr.  Strawn.  Some  of  them  were  considerable,  sums  ranging  from 
a  few  hundred  dollars  up  to  three  or  four. thousand  dollars  at  timas 

Senator  Gronna.  Would  you  consider  that  Mr.  Thompson,  in  this 
case,  is  both  morally  and  legally  responsible  to  those  people  of  those 
amounts? 
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Mr.  Strawn.  Yes,  sir.  Mr.  Thompson  is;  yes,  sir.  And  the  moral 
and  legal  responsibility  are,  in  my  opinion,  very  great. 

Senator  Gronna.  I  agree  with  you.  How  long  had  you  known  that 
this  banking  institution  had  conduct<?d  its  affairs  as  described  bv  Mr. 
Smith? 

Mr.  Strawn.  Bank  examiners  will  not  talk  to  me  and  tell  me  about 
conditions  inside  of  any  specific  bank  any  moi-e  than  they  will  to  a 
stranger,  but  those  of  us  who  were  familiar  with  those  things  and 
lived  in  that  region  knew  the  desperate  conditicm  of  his  affairs  and 
his  reckless  methods  for  a  number  of  years.  1  gained  pi-obably  tlie 
greatest  knowledge  down  in  the  Second  National  Bank  of  Pittsburgh 
when  it  closed.  1  was  sent  down  there,  not  as  receiver,  but  to  a.ssist 
Eeceiver  Mun-ay.  and  had  charge  of  a  large  part  of  the  affaii's  of  that 
receivership.  I  found  that  Mr.  Thompson  had  several  hundred  thou- 
sand dollai*s  in  debts  there,  and  collateral  of  the  sort  that  he  had* 
that  he  could  not  pay,  and  that  he  had  be<3n  a  constant  source  of 
trouble  to  them  for  years,  and  ahmg  with  that  I  found  out  that  he 
had  huge  liabilities  to  other  banks,  and  I  was  informed  at  that  time 
that  his  total  liabilities  exceeded  $23,000,000.  He  never  would  give 
out  a  statement.    Nobody  knew  for  sure. 

The  Chairman.  He  was  president  of  the  Pittsburgh  bank? 

Mr.  Strawx.  No.  sir;  the  president  of  the  Fii-st  National  Bank  o'f 
Uniontown. 

The  Chairman.  Who  was  president  of  the  Pittsburgh  bank  that 
failed? 

Mr.  Strawx.  At  the  time  it  closed? 

The  Chairman.  Yes. 

Mr.  Strawn.  Mr.  Oscar  L.  Telling. 

The  Chairman.  I  thought  you  had  gotten  information  fi-om  the 
failure  of  the  Pittsburgh  bank  that  led  you  to  lx»lieve  Mr.  Thomp- 
son's bank  would  fail. 

Mr.  Straw^n.  Yes,  sir.  The  Pittsburgh  bank  failed..  I  was  as- 
signed there  with  the  receiver  to  licjuidate  its  affairs. 

The  Chairman.  When  w  as  that  ? 

Mr.  Strawn.  It  was  in- 1913.  That  bank  subsequently  reopened, 
and  while  I  was  in  there  I  found  that  Mr.  Thompson  had  borrowed  a 
huge  sum  of  money  from  that  bank,  and  in  the  attemi)t  to  collect  that 
I  gained  a  considerable  knowledge  of  his  affairs.  B\it  his  financial 
condition  and  his  reckless  methods  were  matters  of  common  knowl- 
edge over  the  whole  region. 

The  CHAIR3IAN.  That  was  in  1913? 

Mr.  Strawn.  Yes,  sir. 

Senator  Groxna.  It  was  generally  known  that  he  was  a  plunger 
and  speculator  and  not  a  safe  man  to  conduct  the  affairs  of  a  bank? 

Mr.  Strawn.  Yes,  sir.  It  was  known  that  he  was  offering  large 
bonuses  and  commissions  to  people  who  would  procure  loans  for  him. 
He  had  his  notes  in  the  hands  of  note  brokers,  who  were  offering 
them  indiscriminatelv  everv where. 

The  Chairman.  Prior  to  1913? 

Mr.  Strawn.  From  1913  to  1914.  That  was  as  the  end  approacheil. 
I  well  remember  that  in  Waynesburg.  T  got  letters  from  note  brokei-s 
myself  offering  Mr.  Thompson's  $10,000  note  for  four  months 
at  6  per  cent  interest  for  $8,500  in  cash.  The  lx)nus  there  they  of- 
fered to  the  purchaser  was  $1,50<)  for  one-third  of  a  year.     Multi- 


NOMINATION   OF   JOHN   SKELTON  WILLIAMS.  429 

plied  by  three  the  bonus  would  be  at  the  rate  of  $4,500  a  vear,  and 
at  6  per  cent  interest  that  the  note  carried,  there  is  sonietfiing  over 
51  per  cent. 

Senator  Gronna.  At  the  time  you  took  charge  of  his  bank  as  re- 
ceiver, how  much  did  the  bank  owe  the  Government? 

Mr.  Strawn.  $471,000. 

Senator  (jronna.  How  long  had  the  bank  owed  that  money? 

Mr.  Strawn.  Not  very  long.  The  currency  was  not  issued  all  at 
one  time,  but  it  was  along  in  November,  1914.  As  a  matter  of  fact, 
the  failure  was  caused  by  distrust  of  depositors,  who  withdrew  their 
money,  and  the  emergency  currency  that  was  issued  there  was  very 
quickly  exhausted  bv  withdrawals. 

The  Chairman.  Inhere  was  a  run  on  the  bank? 

Mr.  Strawn.  It  was  a  run  in  a  way,  but  simply  steady  with- 
drawals for  months.  There  was  no  panicky  run  there — I  under- 
stand, I  was  not  there  at  the  time — but  every  dav  there  would  be 
considerable  withdrawals,  leaving  the  bank  that  much  poorer.  Then, 
besides,  Thompson's  notes  had  been  maturing,  they  were  coming  in 
by  the  cord. 

The  Chairman.  This  emergency  currency  was  issued  to  stay  that 
rnn,  carry  it  by? 

Mr.  Strawn.  I  think  so.  So  they  borrowed  money,  and  then,  in 
addition  to  that,  my  information  is  that  Mr.  Hackey,  the  cashier, 
who  is  a  man  of  large  means,  ,went  through  the  assets  of  the  bank 
and  took  out  all  of  the  bills  i^eceivable  that  he  was  willing  to  take 
a  chance  on,  putting  money  in  place  of  them,  which  was  perfectly 
legitimate;  and  that  then  in  the  end  all  the  other  bankers  of  Union- 
town  came  and  raked  and  crossrakcd  the  assets  and  took  all  that 
thev  were  willing  to  take,  and  when  that  was  gone  then  the  bank 
had  to  susi^end  simply  from  sheer  inability  to  go  any  fui-ther.  They 
had  no  money,  no  assets  on  which  any  money  could  be  realized,  and 
there  were  depositors  waiting  to  be  paid. 

I  want  to  add  this  in  connection  with  the  sale  of  that  bank  build- 
ing. As  I  stated,  the  j)roperty  was  sold  for  nearly  the  full  value  at 
which  it  was  carried  on  the  books.  That  value  represented  the  actual 
cost  that  the  creditors,  or  the  stockholders,  were  given  the  oppor- 
tunity, not  only  given  the  opportunity,  but  invited  and  urged  to  go 
into  court  to  show  that  the  price  was  inadequate  if  they  were  dis- 
satisfied with  it.    They  failed  to  do  it,  and  not  one  of  them  appeared. 

Now,  what  is  more,  more  than  50  per  cent  of  the  stock  of  this 
bank  belonged  to  Mr.  Thompson:  505  shares  of  it,  constituting  more 
than  half  of  all  the  stock,  had  l)een  pledged  by  Mr.  Thompson  with 
the  Farmers'  Deposit  National  Bank,  of  Pittsl)urgli,  as  collateral 
for  peivonal  loans  Mr.  T]u)in]>.on  luu]  obtained  there.  Consequently, 
that  bank  had  a  large  financial  interest  in  the  sale  of  this  building. 

At  the  time  I  was  otfering  it  Mr.  T.  H.  Given,  who  was  president 
of  the  bank,  was  somewhat  concerned j  because  he  said  to  me  he 
doubted  whether  the  building  would  bring  a  fair  price.  I  told  Mr. 
Given  that  T  was  simply  offering  the  property,  and  that  if  the  bid 
was  inadecjuate,  T  would  not  ask  the  court  to  confirm  it,  and  that  I 
would  consult  him  before  I  did.  So,  the  day  after  the  sale  I  called 
Mr.  Given  up  by  telephone  and  told  him  that  the  propert}' — that  is, 
just  the  buildings:  1  wish  that  to  be  remembered,  that  there  is 
$100,000  to  $150,000  worth  of  real  estate  left— that  I  had  sold-  the 
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building  for  $700,000  subject  to  the  appi-oval  of  the  court,  and  I 
wanted  to  know  whether  he  thought  the  price  was  adequate.  He 
said  to  me,  "  I  am  entirely  satisfied.  I  am  very  well  pleased,  and 
I  want  to  congratulate  you  on  the  sale.  Go  ahead  with  your  peti- 
tion to  the  court  for  confirmation."  Tliat  was  from  a  man  wnose 
bank  held  some  $600,000  to  $700,000  of  Mr.  Thompson's  personal 
notes  for  which  this  stock,  together  with  other  collateral,  had  been 
put  up  as  security. 

Now,  as  to  Mr.  Jones's  statement  as  to  the  appraisals  of  that  prop- 
erty, which  in  one  instance  he  said  was  $1,820,000,  and  in  another 
case  he  said  it  was  from  $1,250,000  to  $1,500,000 — ^if  any  appraisal 
has  ever  been  made  it  must  have  been  made  bv  some  individual  whom 
Mr.  Jones  liad  procnired  for  that  purpose,  and  I  ventui-e  the  a&sertion 
that  tliere  is  no  competent,  reliable  appraiser  or  a  judge  of  real  estate 
values  who  will  say  that  that  property  is  worth  anywhere  near  that, 
or  worth,  at  the  maxinuun,  more  than  the  amount  at  which  it  was 
carried  on  the  books. 

I  had  not  been  informed  of  Mr.  Joneses  testimony  before  I  came 
down  here,  and  I  did  not  have  tlie  opportunity  then,  but  I  expect 
later  to  procure  affidavits  of  representative  people  there  as  to  this 
sale.  I  i^ot  one  of  them  to-day,  from  Mr.  F.  E.  Markell,  president 
of  the  Citizens'  National  Bank  of  Connellsville,  Pa.,  one  of  the  most 
reputable  and  prominent  men  in  that  community. 

The  Chairman.  Do  you  want  to  read  that? 

Mr.  Strawn.  I  want  to  place  it  in  the  record. 

The  Chairman.  Will  it  be  necessaiT  to  read  it?  It  will  go  in  the 
record. 

Mr.  Strawn.  It  is  very  short. 

The  Chairman.  Are  there  othei's  to  come? 

Mr.  Strawn.  This  is  the  only  one  I  have  to-day. 

The  Chahiman.  Very  well. 

Ml".  Strawn.  I  mav  say  that  Mr.  Markell,  as  he  was  interested  in 
the  purchase  of  the  building,  made  thorough  inquiry  into  the  cost, 
the  value,  the  income,  everything  connected  with  the  property.  He 
makes  this  affidavit : 

State  ok  Pennsylvania. 

County  of  Faiiettv,  hh: 

F.  E.  Markell,  belnj?  duly  sworn  luvonlinjr  to  luw.  <lotJi  deiM>si»  and  say,  that 
he  resides  in  Connellsville  Township,  Fayette  County.  Pa. ;  that  he  is  well  ac- 
quainted with  the  First  National  Kank  lUiilding,  situate  in  tlie  city  of  Union- 
town,  Fayette  County,  Pa.,  sold  by  John  H.  Strawn,  receiver ;  that  he  Is  ac- 
quainted in  p^eneral  with  the  real  estate  values  in  the  city  of  llniontown  and 
in  the  vicinity  of  the  said  bulldlnR;  that  the  price  of  $700,000  for  wiiich  the 
said  hulldin;?  w^as  sold  is  fully  adequate  and,  in  tlie  opinion  of  deiK>nent,  a  very 
good  price  to  l)e  receive<l  therefor. 

F.  E.  Mabkell. 

Sworn  and  subscribed  before  me  this  17th  day  of  July,  1919. 

Edith  Harbis,  Notary  Public, 
My  commission  expires  January  31,  1923. 

In  connection  with  the  sale  of  the  building,  there  are  certain  state- 
ments I  find  made  by  Mr.  Jones  tliat  I  wish  to  refute,  one  of  which 
was  that  the  sale  of  the  building,  or  of  this  collateral,  first,  that  the 
sale  of  this  building  furnished  sufficient  funds  to  pay  the  depositors 
in  full.  That  was  not  true.  As  I  have  stated,  the  liabilities  to  be 
liquidated  at  that  time  amounted  to  more  than  a  million  and  fifty 
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thousand  dollars.  This  property  brought  $700,000,  and  it  was  nec- 
essary for  me  to  collect  $350,000  additional  before  the  final  payment 
to  creditors  could  be  made,  and  even  at  that,  all  of  these  contingent 
and  disputed  liabilities  are  still  unliquidated. 

He  made  a  statement  as  to  the  increase  in  rents,  which  was  merely 
conjecture  on  his  part.  I  have  an  office  in  the  building.  He  said  that 
the  rents  had  been  increased  probably  50  per  cent.  They  have  not. 
The  increase  has  been  practically  20  per  cent.  Along  with  that  there 
has  been  great  increase  in  the  cost  of  operation  of  the  building,  due 
to  rise  in  wages  necessary  to  pay  employees  and  in  the  cost  of  fuel  and 
everything  else.    So  that  it  would  not  materially  affect  the  net  income. 

Senator  Fletcher.  Purchasers  took  possession  right  away  after 
the  sale  and  the  confirmation? 

Mr.  Strawn.  Yes,  sir;  us  soon  as  the  sale  was  confirmed.  He 
speaks  of  the  meeting  of  depositors  and  creditors.  That  was  called 
at  the  instigation  of  Mr.  Thompson,  held  the  night  before  the  sale 
took  place.  I  was  not  advised  of  it,  and  not  advised  to  be  present. 
They  did  not  communicate  with  me  at  all  nor  advance  any  ar^iment 
why  this  building  should  not  be  sold.  They  held  this  meeting  in- 
stead. There  are  4,000  depositors  of  that  bank.  At  this  meeting,  as 
I  was  informed,  there  were  about  a  hundred  people,  most  of  tnem 
personal  Thompson  adherents,  a  few  of  them  depositors,  and  many 
others  who  went  there  out  of  curiosity.  The  meetmg  was  in  no  sense 
representative  of  the  sentiment  of  the  depositors  of  the  bank. 

Senator  Gronna.  Was  Thompson  opposed  to  the  sale  of  the 
Building? 

Mr.  Strawn.  Oh,  yes,  sir.  He  has  been  opposed  to  the  sale  of  any 
of  the  assets  of  his  estate  except  where  he  made  the  sale  himself. 
There  have  been  some  sales  of  coal  lands  that  he  has  made,  but  out- 
side of  that  he  has  objected  to  the  sale  of  any  of  his  assets. 

Senator  Gronna.  Have  the  sales  of  coal  lands  been  cash  transac- 
tions, or  have  the  sales  been  on  time? 

Mr.  Strawn.  I  think  the  sales  have  been  largely  for  cash.  Pur- 
chases were  made  by  a  concern  called  the  Cumberland  Coal  Co., 
which  is  a  subsidiary,  as  I  understand,  of  the  Frick  Co.,  or  the  Steel 
Corporation,  and  they  paid  money  for  it.  I  think  that  covers  all  in 
reference  to  the  bank  building,  unless  there  are  any  questions  to  be 
asked.  I  wanted  to  have  something  to  say  about  the  matter  of  this 
pledge  of  stock.  That,  however,  I  think  has  been  fully  covered  by 
Mr.  Wendt  and  Mr.  Smith. 

I  do  desire  to  say  that  Mr.  Jones  has  not  correctly  stated  my  posi- 
tion in  relation  to  the  application  of  the  proceeds  of  that  pledge. 
The  pledge  is  a  legal  document  in  which  other  people  have  rights, 
and  will  have  to  be  construed  by  the  court.  Mr.  Thompson  and  his 
attorney  came  to  mo  with  the  wholly  unreasonable  request  that  I 
myself  usurp  the  functions  of  the  court  and  say  how  the  proceeds 
oi  this  pledge  should  be  applied.  I  replied  to  that  that  I  could  not 
do  that ;  that  if  I  was  presumptuous  enough  to  attempt  to,  it  would 
have  no  weight  whatever ;  that  the  only  one  who  could  construe  that 
pledge  and  direct  the  application  of  the  proceeds  is  the  court.  I 
said  to  them,  when  they  asked  me  how  I  interpreted  that  agreement, 
that  the  only  thing  I  was  sure  of  was  that  it  could  be  api>lied  to  the 
payment  of  Mr.  Thompson's  direct  or  expressed  liabilities.    As  to 
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the  other,  I  did  not  know  that — it  would  take  a  decision  of  the  court 
to  find  out.  In  otlier  words,  I  I'efused  to  take  any  position  in  regard 
to  that,  where  I  knew  it  would  be  of  no  binding  force  and  effect, 
and  where  the  matter  was  properly  to  be  determined  by  the  court. 

I  wish  to  point  out  this,  though,  that  Mr.  Jones's  own  anxiety  for 
the  stockholders  would  not  require  that  this  money  be  applied  in  the 
way  that  he  wishes.  The  so-called  indirect  liabilities  of  Mr.  Thomp- 
son  consist  of  notes  made  or  indorsed  by  other  people.  Many  of 
them,  Mr.  Thompson  says,  were  notes  made  for  his  accommodation. 
A  great  many  or  them  are  debts  of  other  people  to  whom  he  hap- 
pened  to  owe  money,  and  therefore  he  said  he  counts  their  notes 
as  his  indirect  liabilities,  although  there  may  have  been  no  connec- 
tion whatever  between  the  contracting  of  the  indebtedness  by  him 
and  the  borrowing  of  the  money  from  the  bank.  The  total  of  the 
liabilities  he  claims  to  owe,  both  dii*ect,  and  express,  and  indirect, 
is  about  $900,000,  probably  $700,000  of  that  in  these  so-called  indirect 
liabilities.  But  I  have  already  collected  approximately  probably 
fully  half  of  these  indirect  liabilities  from  the  makers  of  the  notes, 
and  as  to  the  balance.  I  have  secured  the  greater  part  of  them  by 
judgments  or  collateral  from  the  makers. 

From  the  standpoint  of  the  stockholders,  if  there  is  a  note  of 
John  Doe  for  $10,000  that  I  can  collect  from  John  Doe,  it  certainly 
would  not  be  to  the  benefit  of  the  stockholder  for  me  to  take  that 
out  of  the  proceeds  of  this  collateral  which  the  comptroller  has  to 
secure  Mr.  Thompson's  debt.  So  that  is  a  matter  that  will  neces- 
sarily have  to  be  detennine-d  by  the  court. 

Mr.  •Jbne.s  drew  certain  conclusions  as  to  losses  that  he  alleged  the 
bank  has  sustained  by  reason  of  the  incompetent  receivership. 
Among  them  he  states  that  he  estimates  the  loss  on  the  building  at 
a  million  and  a  half  dollars.  The  maximum  appraisal  he  says  was 
ever  made,  but  which  was  undoubtedly  an  imaginary  one,  was 
$1,820,000.  His  arithmetic  is  not  very  good,  because  if  the  building 
is  worth  the  maximum  figure  he  stated,  it  sold  for  $700,000,  and  he 
would  have  to  reduce  that  figure  to  $1,100,000.  He  says  the  stock- 
holdei-s  suffered  a  loss  in  dividends.  It  is  very  apparent  that  if  the 
assets  are  good,  when  collected  they  will  be  collected  with  interest, 
and  therefore  the  dividends  that  he  alleges  they  have  lost  will  be 
secured  if  the  assets  are  good. 

In  connection  with  the  losses,  the  total  losses  charged  off  up  to 
date  are  approximately  $200,000  on  all  these  assets.  The  assets  are 
there,  and  every  safeguard  and  ]>rotection  has  been  thrown  around 
them  that  is  at  all  possible.  What  they  are  worth,  what  can  be 
realized  out  of  them,  I  can  not  tell  at  this  time. 

Senator  FiiKTCHER.  What  dividend  has  been  paid  to  stockholders 
up  to  now? 

Mr.  Strawn.  To  the  stockholders,  none. 

Senator  Fletciiek.  No;  I  mean  the  depositors. 

Mr.  Strawx.  The  depositors  have  been  paid  in  full  with  interest. 
The  interest  dividend  was  paid  just  recently.  We  have  just  com- 
pleted that,  and  the  matter  is  now  before  the  comptroller  for  the 
calling  of  a  shareholders'  meeting. 

So  far  as  payment  of  interest  on  the  liabilities  is  concerned — and 
that  matter  Mr.  Jones  cx)mplains  of — I  have  to  say  that  this  bank 
was  closed  by  the  directors  because  it  absolutely  could  not  keep  going 
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any  longer;  that  the  law  insures  to  the  depositors  payment  of  inter- 
est on  their  deposits  if  the  funds  are  sufficient,  and  consequently  in 
paying  the  interest  I  am  giving  the  depositors  only  what  the  law  se- 
cures to  them,  and  if  there  is  any  loss  or  injury  to  the  stockholders  in 
that,  the  fault  is  theii>;,  f<n*  permitting  such  management  of  the  bank 
that  it  had  to  close,  and  not  keep  going,  and  not  any  fault  of  the 
receiver,  who  is  simply  complying  with  the  law  in  paying  this  in- 
terest. 

I  think  that  will  conclude  my  statement,  unless  there  are  any  ques- 
tions to  be  asked. 

Senator  Fletchek.  I  understand  this  payment  to  stockholdei's  ex- 
cludes, and  does  not  take  into  consideration,  tliese  foreign  depositors, 
some  $400,000?    . 

Mr.  Strawn.  Xo.  sir;  it  does  not.  That  is  a  provision  that  will 
have  to  be  made.  It  offers  the  only  difficulty  al)out  the  appointment 
of  a  shareholders"  agent,  because  provision  nuist  be  made  for  meet- 
ing those  liabilities,  if  they  are  finally  established  through  the  couits. 
But  I  have  sufficient  protection  and  safeguard  around  the  assets,  so 
that  I  know  that  I  can  take  care  of  them  if  they  are  presented. 

STATEMENT  OF  ME.  B.  F.  BTTCHANAN,  OF  WASHINGTON,  D.  C. 

Mr.  Buchanan.  Mr.  Chairman,  my  name  is  B.  F.  Buchanan.  I 
am  an  attorney.  I  am  ^neral  counsel  for  receivers  of  insolvent 
national  banks  in  the  Unite^l  States  and  have  been  since  the  latter 
part  of  May,  1915. 

It  is  my  duty,  as  counsel,  to  advise  the  receivers  of  national  banks 
in  legal  mattere  arising  in  their  various  trusts,  especially  to  advise 
with  reference  to  the  allowance,  of  claims,  as  to  whether  or  not  they 
are  preferred  claims,  and  to  authorize  and  advise  the  receivers  as  to 
the  application  to  courts  for  orders  for  the  sale  of  assets,  and  as  to 
the  distribution  of  dividends  and  other  mattei*s  connected  with  the 
trusts.  Full  reports  are  required  to  be  made  to  my  office  by  all  re- 
ceivers quarterly  and  all  accounts  of  all  the  receivers  are  kept  under 
my  supervision  in  my  office. 

In  regard  to  the  statement  made  by  Mr.  Jones  with  reference  to 
the  affairs  of  the  Fii*st  National  Bank,  of  X^'^niontown,  in  which  refer- 
ence was  made  to  me,  I  desire  to  say  that  some  time  last  November 
Mr.  Jones  came  to  the  Treasury  Buildine:.  and  I  think  was  brought 
to  my  office  or  was  sent  there  from  the  office  of  Mr.  Kane,  the  deputy 
comptroller.  That  was  the  first  time  I  had  ever  met  Mr.  Jones. 
He  said  that  he  represented  some  stockholders  and  was  anxious  to 
know  something  about  the  condition  of  the  trust,  as  to  when  it  should 
be  turned  over  to  a  shareholdei*s'  agent,  but  more  particularly  as  to 
the  bond  that  would  be  required  of  the  agent  when  elected,  and  I 
told  him  that  the  stockholders'  agent  would  be  elected  and  was  re- 
quired to  l)e  elected  under  the  Revised  Statutes,  which  T  showed  him, 
as  soon  as  all  of  the  creditors  were  paid  with  interest,  and  the  cir- 
culation retired,  and  all  expenses  of  the  receivership  paid;  that  I 
could  not  tell  him  when  this  would  be  done,  but  that  my  best  infor- 
mation was,  from  the  receiver,  that  it  was  probable  that  a  final 
dividend  would  be  paid  in  the  early  part  of  the  year  1010.  and  that  T 
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could  not  make  any  reconiniendation  as  to  the  fixing  the  bond  until 
Ihe  final  dividend  was  paid,  as  under  the  provisions  of  the  law  the 
bond  was  required  to  be  gi^en  by  the  shai*eholdei's  to  the  comptroller, 
binding  themselves  to  pay  any  debt  that  should  be  thereafter  ap- 
proved by  a  couil  of  competent  jurisdiction  against  the  insolvent 
Dank  and  for  the  due  executi(u\  ot  t'v^  tnts^-  that  that  matter  could 
not  be  determined  until  it  was  ascertained  what  the  condition  of  the 
trust  would  be  at  tlie  time  it  was  closed:  that  there  wei*e  numerous 
outstanding  claims,  some  of  which  were  admitted,  and  a  gi-eat  manv 
of  which  were  contested,  including  the  $400,000  of  claims  whicli 
have  been  spoken  of. 

Mr.  Jones  came  to  my  office  two  or  three,  perhaps  four  times,  sub- 
sequent to  that,  and  nuide  the  same  inquiry ;  and  at  one  of  these  meet- 
ings he  insisted  that  the  proceeds  of  this  collateral  stock  which  has 
been  mentioned  should  be  applied  not  only  to  Mr.  Thompson's  direct 
indebtedness,  but  to  his  indirect  mdebtedness  which,  for  the  first  time, 
then,  I  knew  was  claimed  to  amount  to  about  $900,000. 

He  wanted  me  to  write  a  letter  for  the  comptroller,  stating  to  him 
that  that  should  be  done.  I  replied  that  the  comptroller  had  not 
framed  the  conditions  of  the  trust  under  which  he  held  this  pledge; 
that  it  was  made  by  the  court  by  the  consent  of  Mr.  Thompson,  the 
l^ledgor,  and  his  counsel,  and  b}'  the  consent  of  the  attorney  who  was 
representing  the  comptroller,  that  there  was  no  controvei'sy  about 
that;  that  the  court  had  ])i'escribed  the  terms  on  which  the  collateral 
was  held. 

I  may  say  this  collateral  had  been  dej^osited  theretofore  with  Mr. 
Thompson's  attorney  in  New  York,  Mc(\mibs,  Ryan  &  (lordon,  for 
the  purpose  of  securing  the  creditors  of  the  Fii-st  National  Bank  of 
T^niontown,  primarily,  as  was  uudei-stood,  although  there  was  no 
written  statement  or  memorandum  made,  and  to  secure  the  debts  of 
Mr.  Thompson  to  other  national  banks.  That  stock  was  deposited  on 
demand  of  the  comptroller  prior  to  the  time  that  the  bank  was  de- 
clared insolvent  and  went  into  the  hands  of  the  receiver,  and  was  due 
to  a  condition,  the  existiuir  condition  of  the  bank. 

The  comptroller  called  for  Mr.  Thompson  to  come  to  Washington, 
as  the  records  will  show,  though  T  was  not  here  at  the  time,  and  nuule 
a  demand  that  he  do  something,  to  put  up  some  property  or  some 
collateral  to  secure  the  depositors  of  the  bank.  It  was  agreed  that  it 
should  be  done  in  this  way,  that  Mr.  Thompson  had  scmie  undeveloped 
coal  properties  in  West  Virginia  and  that  a  cori>oration  woidd  be 
formed  by  his  counsel,  Mr.  Rvan,  and  stock  would  be  issued  to  him, 
and  that  stock  put  up  with  Mr.  Ryan  for  the  purpose  of  securing 
the  Fii-st  National  Bank  of  T^niontown  and  other  national  banks  to 
which  Mr.  Thompson  was  indebted. 

After  the  bank  went  into  the  hands  of  a  receiver — and  this  was 
after  I  became  counsel  for  the  receivers — it  was  found  that  Mr. 
Thompson  would  have  to  go  into  bankruptcy,  and  that  by  i^eason  of 
loose,  indefinite  manner  in  which  this  collatei-al  was  held,  something 
had  to  be  done  to  protect  the  creditors  of  the  First  National  Bank  of 
X^niontowji;  that  if  Mr.  Thompson  went  into  bankruptcy  the  proba- 
bilitv  was  that  it  would  go  to  his  general  creditors,  and  that  the 
creditors  of  the  national  banks  would  not  have  the  benefit  which  was 
intended  thev  should  have  of  that  stock. 
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So  the  comptroller  took  the  matter  up  with  Mr.  Wendt,  who  had 
been  the  general  counsel  for  the  receivers  of  the  First  National  Bank 
of  Uniontown,  and  he  carried  on  the  correspondence  with  McCombs, 
Ryan  &  Gordon,  setting  forth  the  necessity  of  having  this  collateral 
place  in  a  satisfactory  and  definite  manner  for  the  security  of  the 
parties  that  it  was  intended  to  secure.  They  admitted  the  necessity 
for  it. 

In  the  meantime  a  rec*eiver^s  and  creditor's  committee  had  been 
appointed  and  had  taken  charge  of  the  estate  of  Mr.  Thompson,  Mr. 
Ryan  insisting  that  he  was  not  to  turn  the  collateral  over  without 
the  protection  of  an  order  of  court;  and  a  petition  was  filed  in  court 
setting  forth  the  object^s  for  which  the  security  was  held,  and  this 
was  admitted  by  Mr.  Thompson  and  by  his  receivers,  and  I  believe, 
by  his  trustees — no ;  he  had  not  at  that  time  gone  into  bankruptcy — 
but  by  Mr.  Thompson  and  the  receivers  and  his  committee,  and  the 
terms  of  the  pledge  were  fixed  as  has  been  stated. 

Mr.  Jones  insisted  that  the  comptroller  should  given  him  a  letter 
stating  that  that  was  not  only  to  secure  Mr.  Thompson's  direct  in- 
debtedness which  he  had  un<ler  sworn  statement  made  at  the  last 
examination,  as  I  understand,  before  the  failure  of  the  bank  that 
amounted  to  about  $200,000  and  covered  his  direct  and  indirect  in- 
debtedness. I  said  to  Mr.  Jones,  ''This  matter  is  entirely  in  the 
hands  of  the  court."  But  in  the  meantime  the  comptroller  had  in- 
stituted a  suit  in  the  District  Court  for  the  Western  District  of 
Pennsylvania,  asking  for  the  sale  of  this  stock  and  for  the  court 
to  determine  where  the  proceeds  should  go.  I  stated  to  Mr.  Jones 
that  whatever  the  comptroller  would  say  would  have  no  effect,  that 
there  was  an  agreement  made  between  Mr.  Thompson,  assented  to 
by  him,  and  that  the  language  of  the  agreement  and  of  the  decree 
would  have  to  be  determined  by  the  court,  and  whatever  view  Mr. 
Williams  would  take  of  it,  as  tne  comptroller,  would  have  no  effect 
with  the  court.  But  he  insisted  that  Mr.  Williams's  view  would  con- 
trol, and  I  said  to  him  that  I  would  not  advise  Mr.  Williams  to  un- 
dertake to  dictate  to  the  court  as  to  the  construction  of  that  paper. 

I  heard  no  more  from  Mr.  Jones  until  some  time  in  this  month. 
I  had  been  at  niy  home  in  Virginia,  detained  by  sickness,  and  when 
I  arrived  here  I  was  told  by  some  one  in  my  office  that  Mr.  Jones 
had  called.  The  call  seems  to  have  been  made  by  reason  of  the  letter 
which  he  introduced  here,  of  June  30,  in  which  a  reply  had  been 

fiven  by  some  one  in  my  officre  that  I  would  be  here  on  the  following 
'hursday  morning,  as  I  had  advised  the  office  I  would  be.  Mr. 
Jones  came  on  that  day.  I  left  home  in  time  to  reach  here  on  Thurs- 
day as  I  expected,  but  there  was  a  washout  on  the  Norfolk  &  West- 
ern road,  and  while  the  ordinary  time  between  my  home  and  Wash- 
ington  is  12  hours,  I  was  more  than  36  hours  in  reaching  here,  and 
in  the  meantime  Mr.  Jones  had  written  a  letter,  to  my  attention^ 
asking  therein  when  the  shareholders'  agent  would  be  elected.  That 
letter  was  forwarded  to  my  home  in  Virginia,  and  was  not  received 
by  me  until  the  morning  of  the  8th  of  this  month.  I  replied  to  him 
at  once  that  the  papers  were  then  being  prepared  for  the  election  of 
the  shareholders'  agent,  and  that  the  bond  had  been  fixed  at  $150,000. 
I  had  told  Mr.  Jones  previously  that  when  the  notice  for  the  elec- 
tion of  the  shareholders'  agent  was  given  I  would  advise  him. 
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The  Chairman.  Wlien  was  the  final  dividend  paid  ? 

Mr.  Buchanan.  The  final  dividend  was  authorized  about  the 
middle  of  April  of  this  year.  Tliat  required  the  drawing  of  about 
4^00  checks  and  the  distribution  of  the  checks. 

The  Chairman.  The  money  was  at  hand? 

Mr.  Buchanan.  The  money  was  at  hand. 

The  Chairman.  In  April  last? 

Mr.  Buchanan.  About  the  middle  of  April. 

The  Chairman.  Any  time  after  that  it  was  proper  to  appoint  the 
agent  ? 

Mr.  Buchanan.  Any  time  after  that  it  was  proper  to  appoint 
the  agent,  after  the  dividend  was  paid  and  satisfied  and  the  expenses 
of  the  office  ascertained  and  found  out. 

It  takes  some  time,  as  you  can  appreciate,  to  draw  4,200  checks. 
The  dividend  was  authorized  about  the  middle  of  April,  and  then 
we  required  schedules  to  be  made  out  and  receipts.  Then  the  re- 
ceivers correspond  with  each  creditor  and  send  him  a  receipt.  He 
must  sign  that  receipt  and  return  it.  That  is  the  original  receiver's 
certificate,  and  when  those  are  delivei*ed  to  the  receiver  he  just  for- 
wards the  dividend  check. 

So  that  the  dividend  checks  had  been  prepared  and  were  being 
distributed,  and  we  took  steps  immediately  for  the  selection  of  the 
shareholders'  agent.  On  my  return  to  Washington  those  immediate 
steps  were  taken.  A  notice  was  prepared.  We  would  have  a  set 
of  forms  to  be  made  out,  and  we  forward  them  to  the  receiver.  Mr. 
Jones  was  notified. 

A  telegram  was  then  received  at  my  office  from  Mr.  Jones  as  to 
whether  he  could  see  me  and  the  comptroller  on  the  next  morning, 
I  believe.  That  was  the  8th  of  July.  The  comptroller  wired  him 
that  he  would  see  him,  and  Mr.  Jones  came  and  insisted  again  that 
the  comptroller  should  give  this  letter  to  him,  stating  that  the 
court  should  direct  this  $970,000  paid.  I  again  told  him  that  could 
not  be  done,  and  that  I,  as  an  attorney,  would  not  put  myself  in 
that  position  to  dictate  or  attempt  to  dictate  to  the  court  a  matter 
that  it  was  the  couit's  duty  to  construe  and  as  to  which  he  had  di- 
rected testimony  to  be  taken  by  a  master. 

Mr.  Jones  said.  "  I  have  been  trying  to  ^et  this  letter  since  last 
November  " — I  will  not  undertake  to  give  his  exact  language — ^'  and 
if  I  can  not  get  it  I  am  going  before  the  committee  and  expase  this 
transaction." 

Mr.  Williams  immediately  said,  "  Mr.  Jones,  you  can  get  nothing 
fi'om  this  office  by  threats.  You  go  before  the  committee."  There  is 
where  you  ought  to  go." 

I  started  to  leave  the  room.  Mr.  Jones  said  that  he  had  not  in- 
tended to  make  any  tlireat,  but  that  he  would  state  his  case  before 
the  committee  and  make  his  complaint  here.  Mr.  Williams  told  him 
that  was  perfectly  satisfactory,  that  if  he  felt  that  way  about  it  it 
was  his  duty  to  do  it. 

Mr.  Jones  then  asked  me  if  he  could  go  with  me  to  my  office.     I 

told  him  certainly,  he  could,  and  he  then  said,  still  persisting  in 

regard  to  the  letter,  "I  think  I  can  satisfy  you  that  this  letter 

should  be  given.     If  I  can  furnish  you,  or  if  you  will  agree  to  read 

L  some  documents  which  are  not  in  my  possession,  but  which  I  will 

*^ attempt  to  get  and  to  send  you,  I  think  I  can  satisfy  you."    I  said, 
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^^  Mr.  Jones,  I  will  be  very  glad  to  read  anything  that  you  send,  and 
to  consider  it." 

As  to  the  sale  of  the  bank  building  I  desire  to  make  a  very  brief 
statement. 

Senator  Fletcher.  Did  he  ever  send  any  documents? 

Mr.  Buchanan.  No,  sir;  he  has  not. 

The  Chairman.  Make  this  clear  before  leaving  it,  please.  As  I 
undei'stand  you,  the  depositors  were  paid  in  April? 

Mr.  Buchanan.  The  dividend  was  authorized  then. 

The  Chairman.  The  cash  was  ready  and  there  was  nothing  to  in- 
terfeiv.  with  the  appointment  of  an  agent  for  the  shareholders? 

Mr.  Buchanan.  No,  sir. 

Tlie  Chairman.  And  Mr.  Jones  was  persistent  in  his  efforts  to 
have  that  agent  appointed,  but  the  compti*oller  decline<l  until,  as  a 
matter  of  fact,  I  thmk  he  had  been  here  in  the  committee  two  days, 
when  he  got  a  communication  from  the  comptroller  that  his  request 
would  be  granted, 

Mr.  Buchanan.  I  do  not  know.  That  letter  was  written  on  the 
8th.  I  think  he  said  he  was  in  Washington  on  the  8th.  The  letter 
was  written  on  the  morning  of  the  8th,  but 

The  Chairman.  That  was  a  coincidence,  that  the  delay  had  con- 
tinued for  two  or  three  months  until  he  appeared  in  the  committee 
room  ?  I  did  not  know  whether  you  had  any  explanation  to  make  of 
that  or  not. 

Mr.  Buchanan.  It  may  be  a  coincidence.  Senator,  but  it  had  noth- 
ing to  do  with  the 

The  Chairman.  Very  well;  you  may  proceed. 

Mr.  Buchanan.  I  desire  to  add  this — ^that  Mr.  Jones  at  this  meet- 
ing said  that  he  did  not  want  the  shareholders'  meeting  held  and 
asked  me  if  I  would  not  defer  it. 

The  Chairman.  What  meeting  is  that? 

Mr.  Buchanan.  The  shareholders'  meeting,  to  elect  the  sharehold- 
ers' agent.  At  his  last  interview  he  requested  me  to  withhold  notice. 
The  notice  had  alreadv  been  sent. 

Senator  Fletcher.  Von  mean  the  meeting  in  the  comptroller's 
office  ? 

Mr.  Buchanan.  Yes,  sir;  the  meeting  in  my  office. 

Senator  Fletcher.  Your  office? 

Mr.  Buchanan.  Yes,  sir.  And  he  gave  as  his  reason  that  some 
party  who  held  some  stock  had  died  and  that  he  would  like  to  have 
the  meeting  deferred.  I  asked  him  at  whose  request.  He  said  he  had 
not  consulted  with  anybody.  I  told  him  if  he  would  get  the  request 
of  the  shareholdei-s  who  were  interested  I  would  give  it  consideration, 
and,  in  the  meantime  would  direct  the  receiver  to  withhold  the  notice 
for  a  week  in  order  for  him  to  get  me  the  information  or  to  commu- 
nicate the  desire  of  the  shareholders. 

The  Chairman.  In  regard  to  this  building 

Mr.  Buchanan.  Yes,  sir;  I  will  come  to  that. 

The  Chairman.  Mr.  Jones  has  made  his  statement,  and  we  have 
listened  to-day  to  the  testimony  of  the  receiver  and  the  examiner  in 
regard  to  that.  When  Mr.  Jones  finished  his  testimony  the  other  day 
it  was  understood  that  he  was  to  secure  for  the  committee  appraisals 
of  this  property  to  substantiate  his  statement. 

Mr.  Buchanan.  Yes,  sir. 
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The  Chairman.  Do  you  not  think  you  had  better  defer  any  state- 
ment you  have  on  that  subject  until  you  wait  and  see  whether  he 
furnishes  those  appraisals  or  not?  I  do  not  believe  that  his  testi- 
mony with  regard  to  that  matter  will  have  very  much  weight  with 
the  committee  unless  he  substantiates  it  by  some  other  testimony 
than  his  own.  I  do  not  know  how  the  other  members  of  the  com- 
mittee feel  about  it. 

Mr.  Buchanan.  Of  course,  I  am  subject  to  the  wishes  of  the  com- 
mittee. 

The  Chairaian.  If  he  brings  in  testimony  of  disinterested  and 
competent  engineei*s  estimating  the  value  of  that  property  as  largely 
in  excess  of  the  statements  of  the  witnesses  who  have  already  been 
introduced,  you  will  have  an  opportunity  to  reply  in  any  way  you 
see  fit;  but  until  he  does  I  do  not  think  it  is  worth  while  to  taWup 
tlie  time  of  the  committee  on  that  matter. 

Mr.  Buchanan.  Vei-y  well.  May  I  make  just  one  statement 
to  caII  your  attention  to  the  fact  that  no  asset  of  an  insolvent  na- 
tional bank  can  Le  sold  except  by  order  of  court? 

The  Chairman.  We  understand  that. 

Senator  Fletcher.  I  was  going  to  say,  in  connection  with  what 
the  chairman  mentioned,  that  my  observation  is  that  you  can  get 
as  many  opinions  about  the  value  of  a  building  in  a  town  as  there 
are  people  in  the  town,  almost,  and  those  opinions  vary  all  the  way 
from  what  may  be  regarded  as  insignificant  values  up  to  the  blue 
sky.  I  wnll  be  controlled  very  largely  in  my  judgment  about  this 
by  the  orders  of  the  court. 

The  Chairman.  I  have  called  attention  of  the  witnesses  who  have 
preceded  to  that  fact. 

Senator  Fletcher.  Estimates  of  value  were  made  and  then  finally 
the  sale  was  made  and  the  sale  was  confirmed  by  the  court.  It  seems 
to  me  that  that  is  all  that  is  necessary. 

The  Chairman.  I  quite  agree  with  you.  Senator. 

Mr.  Buchanan.  May  I  file  with  the  committee  as  a  part  of  the 
record  a  report  of  the  sale  made  of  the  bank  in  a  daily  paper  of 
Uniontown? 

The  Chairman.  If  you  think  it  is  necessary  to  cumber  the  record 
with  it. 

Mr.  Buchanan.  It  is  a  very  short  editorial. 

The  Chairman.  We  are  printing  a  lot  of  stuff  here  that  is  of  no 
sort  of  consequence,  it  seems  to  me,  in  the  determination  of  this 
matter. 

Mr.  Buchanan.  It  simply  gives  the  names  of  the  bidders  and  the 
order  in  which  the  bids  were  made. 

(The  newspaper  report  referred  to  by  Mr.  Buchanan  is  as  fol- 
lows:) 

[Daily  News-Standard.  Uniontown,  Pa.,   S-aturday,   Feb.   23,   1918.1 

.Tames  I.  Feather,  State  Senator  William  E.  Crow,  and  other  Interests  pur- 
chased tlie  First  National  Bank  Building  for  .$700,000,  a  price  unanticipated, 
10  minutes  after  the  hidding  started  this  afternoon  in  the  arcade  of  the  bank 
building.  His  chief  competitor  was  William  A.  Stone,  bidding  for  himself  and 
the  Citizens*  Title  &  Trust  Co. 

The  sale  was  unostentatious.  Receiver  John  H  .Strawn,  promptly  at  2 
o'clock,  mounted  a  wooden  box  and  announced  the  terms  of  sale.    After  read- 
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ing  the  conditions  and  restrictions,  as  published  in  the  columns  of  the  Daily 
News-Standard,  Mr.  Strawn  gave  away  to  Auctioneer  Charles  M.  Fee. 

The  latter  started  the  bidding  at  $500,000.  Albert  Oaddis  immediately 
raised  the  price  to  $525,000.  Mr.  Feather  advanced  the  figure  to  $550,000. 
Albert  Gaddis  made  it  $575,000.  William  J.  Sherrard,  of  Vanderbilt.  was  re- 
sponsible for  raising  the  figure  to  $625,000.  From  that  point  the  bidding  nar- 
rowed to  W.  A.  Stone  and  Mr.  Feather.  Feather,  $670,000;  Stone.  $671,000; 
Feather,  $680,000 ;  Stone,  $681,000 ;  Feather,  $690,000 ;  Stone,  $691,000 ;  Feather, 
$700,000.     "  I'm  done,"  said  Mr.  Stone. 

While  Auctioneer  Fee  was  crying  the  sale  for  the  third  and  last  time.  Re- 
ceiver Straw^n  interrupted  to  say  that  it  was  the  full  purpose  of  the  Govern- 
ment to  make  the  sale,  and  the  opportunity  existed  to  buy.  For  a  full  minute 
dead  silence  and  wJien  there  was  no  move,  the  auctioneer  pronounce<l  the  bind- 
ing words,  **  sold."  Mr.  Feather  had  a  check  for  $20,000  in  cash,  in  his  pocket, 
which  he  turned  over  immediately  to  the  receiver  in  accordance  with  the  terms 
of  the  sale. 

Mr.  Strawn  announced  that  an  order  for  the  confirmation  of  the  sale  would 
be  presented  to  the  United  States  district  court  in  Pittsburgh.  Friday,  March  1. 
Tlie  property  purchased  includes  the  First  National  Bank  Building  and  the 
Grand  Opera  House. 

Mr.  WiLLiA3£s.  May  I  detain  you  for  a  few  niimites  in  connection 
with  the  interview  mentioned? 
The  Chairman.  Proceed. 

ADDITIONAL  STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS, 

COMFTBOLLEB  OF  THE  CTTERENCY. 

Mr.  Williams.  I  had  never  met  Mr.  Jones  in  my  life  and  I  had 
not  been  posted  in  regard  to  the  desultorj^  correspondence  which  he 
appears  to  have  had  with  one  of  the  counsel  of  the  comptroller's 
office. 

One  day  last  week — I  think  it  was  Thui'sda)' — anyhow,  one  day 
last  week  I  received  a  telegram  signed  by  Mr.  Jones  dated,  I  think, 
Uniontown,  Pa.,  asking  if  he  could  see  me  and  Gov.  Buchanan  the 
next  day  in  Washington.  I  had  not  the  remotest  idea  of  what  he 
wanted  to  see  us  about,  but  I  directed  my  secretary  to  telegraph  at 
once  that  Gov.  Buchanan  and  I  could  see  him  at  1  o'clock  on  the 
following  day,  which,  I  think,  was  Friday. 

I  was  duly  advised  the  next  day  that  Mr.  Jones  had  arrived  and 
that  it  had  been  noticed  that  he  was  one  of  those  who  were  attending 
the  meetings  of  this  committee. 

Why  he  was  interested  in  the  proceedings  of  the  committee  I  did 
not  know. 

At  1  o'clock  he  came  to  the  office,  and  Gov.  Buchanan  and  I  had  a 
talk  with  him.  He  then  said  that  he  had  tried  several  times,  ineffec- 
tually, to  see  me.  I  said,  "  Mr.  Jones,  this  is  the  first  I  have  heard 
of  it."  He  then  i-eferred  to  some  occasion  last  November,  I  think, 
when  he  had  come  to  the  department  apparently  desiring  to  see  Gov. 
Buchanan  and  that  he  being  away  at  the  time  had  been  referred  to 
my  office,  and  I  was  out,  and  he  saw  neither  of  us  that  day,  as  I  imder- 
stand  it. 

I  said,  "  When  have  you  ever  tried  to  sec  me  again  ?  "  and  he  men- 
tioned some  little  time  ago  when  he  said  he  had  called  at  the  Treas- 
ury, not  by  appointment,  at  my  office,  and  that  I  was  attending  a 
railroad  conference.  I  presume  it  must  have  been  on  some  Thurs- 
day, because  I  have  occasion  sometimes  to  attend  conferences  on 
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Thui'sdays  which  take  up  perhaps  an  hour  or  two.  I  am  not  certain 
exactly  how  long  it  may  take  me.  It  appears  fi*om  his  statement 
that  my  secretary  liad  told  him  that  I  was  at  a  confei-ence  and  it 
would  be  uncertain  when  I  would  return.  It  appears  from  his  state- 
ment that  he  waited  at  my  office  and  that  as  I  did  not  come  back 
within  an  hour  or  two,  he  left. 

The  matter  was  not  even  mentioned  to  me ;  it  was  not  thought  ol 
sufficient  consequence  that  he  had  been  thei*e.  He  did  not  explain, 
as  far  as  I  know,  the  nature  of  his  business  or  advise  that  it  was  a 
matter  of  any  importance  so  I  did  not  have  the  opportunity  of  seeing 
him.  I  asked  Mr.  Jones,  "  Do  I  understand  you  to  suggest  or  imply 
most  remotely  that  I  desired  to  avoid  seeing  you  for  any  reason  what- 
soever?" Hfe  said, ."  Cei-tainlv  not,  Mr.  Williams.  I  understand 
that  fully.-'  That  was  the  assurance  which  he  gave  me  when  he  sug- 
gested to  me,  as  he  had  done  to  the  conmnttee,  that  I  avoid  seeing 
him. 

He  then  proceeded  to  discuss  the  old  Thompson  agi*eement.     I 
said,  "  Mr.  Jones,  that  is  a  matter  which  is  in  the  hands  of  counsel 
for  this  office."    He  said,  "  Yes,  but  I  want  you  to  make  me  a  state- 
ment in  regard  to  it.""     I  said,  "  That  is  a  matter  which  I  am  going 
to  leave  to  counsel,  Mr.  Jones.''    He  said,  '^  Do  you  refuse  to  give 
me  a  letter  stating  what  you  will  do  in  this  or  that  event  ?  "     I  said, 
"  The  matter  will  be  left  entirely  with  counsel,  and  he  will  handle  it 
as  he  thinks  best.     I  have  entire  confidence  that  he  will  do  the  wise 
and  proper  and  legal  thing  about  this  matter,  and  I  must  I'efer  you 
to  Gov.  Buchanan."    He  said,  "Well,  if  you  refuse  to  give  me  that 
letter  I  will  just  have  to  go  before  the  committee."    I  said,  "  Now, 
Mr.  Jones,  if  you  want  to  go  before  the  committee  I  am  very  eager 
that  you  should  do  so.    Please  do  so.    But  please  understand  that  no 
suggestion  of  that  sort  will  move  us  one  iota  to  depart  fi*om  what  wo 
believe  is  the  right  practice  and  proper  thing  in  this  case."    He  said, 
"  If  you  will  give  me  that  letter  I  will  not  go  before  the  committee." 
He  made  that  distinct  proposition.     "  If  you  will  give  me  the  letter 
I  will  not  go  befwe  the  committee."    I  said,  "  No,  Mr.  Jones.     That 
is  not  the  way  to  discuss  this  pi-oposition.     You  can  go  before  the 
committee  any  time  you  please,  but  I  will  not  give  you  that  letter  or 
promise  to  give  you  the  letter;  and  the  only  thing  I  will  do  is  to  refer 
you  to  counsel  for  this  office  and  he  will  deal  with  you  justly  and 
fairly."  • 

The  Chairaian.  What  was  the  cause  of  the  delay  in  the  appoint- 
ment of  this  agent  to  represent  the  shareholders? 

Mr.  WiLi^iAMS.  Why,  Senator,  I  am  glad  you  reminded  me  of  that. 
There  has  been  no  delay ;  there  has  been  no  delay  at  all.  As  a  matter 
of  fact,  (tov.  Buchanan  has  just  explained  here  that  Mr.  Jones  him- 
self asked  for  a  delay  of  several  weeks  more.  The  trust  has  been  an 
important  one,  involving  three  or  four  millions  of  dollai*s  of  claims, 
and  they  are  outstanding  at  this  time,  and  over  $400,000  of  contingent 
claims,  contingent  liabilities,  the  liability  of  which  has  been  asserted 
by  Mr.  Jones  himself  as  attorney  for  one  of  these  poor,  hard-working 
coke  earners  who  were  swindled  by  the  officers  of  that  bank  who  im- 
posed upon  them  in  the  similitude  of  certificates  of  deposits  their 
private  due  bills. 

The  Chairman.  Do  you  know  how  long  that  custom  had  been  fol- 
lowed ? 
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Mr.  Williams.  It  had  been  going  on,  as  I  discovered,  Mr.  Chair- 
man and  gentlemen,  for  several  yeai's.  It  was  first  discovered  when 
I  discovered  it. 

I  said,  ''  Mr.  Jones,  that  practice  has  got  to  stop.''  He  said,  "  All 
right,  Mr.  Comptroller;  I  will  stop  it" 

The  Chairman.  You  mean  Mr.  Thompson? 

Mr.  Williams.  Mr.  Thompson;  yes.  He  said, ''  I  will  stop  it  when 
I  go  back."  I  said,  "  No:  it  will  not  stop  when  vou  get  back;  it  stops 
to-day." 

When  I  first  heard  of  it- 


The  Chatuman.  When  was  that? 

Mr.  Williams.  That  was  in  one  of  the  frequent  confei'ences  which 
I  held  with  Mr.  Thompson  during  the  last  months  of  the  bank's  ex- 
istence. 

The  CuAiioLVN.  Do  you  remember  the  year? 

Mr.  WiLiJAMs.  Yes;  I  can  come  pretty  close  to  it,  because  I  be- 
came comptroller  only  in  1914.  The  bank  was  closed  in  1915.  That 
was  one  of  the  fii'st  national  banks  that  was  brought  to  my  attention 
for  its  irregular  practices — that  is,  the  First  National  Bank  of 
Uniontown. 

I  was  told  by  the  officials  in  the  comptroller's  department  that  "  it 
is  a  tough  proposition ;  you  will  have  a  hard  time  dealing  with  it." 
I  sjiid,  ''  How  IS  that?"  They  said,  "  You  can  not  get  Thompson  to 
come  down  here.  He  will  not  even  come  down  here.  He  pays  no 
attention  to  lettei-s."  I  said,  "  If  he  is  violating  the  law,  as  he  ap- 
pears to  bo,  I  w^ill  try  very  hard  to  get  him  to  come  down  here."  It 
was  with  some  difficulty  that  we  got  Thompson  to  come  down  and 
examined  him  and  discovered  these  practices  that  were  going  on. 

Senator  Gronxa.  Was  the  emergency  currency  issued  to  this  bank 
before  you  became  comptroller? 

Mr.  Williams.  No,  sir.  I  was  comptroller  when  the  emergency 
currency  was  issued.  As  comptroller,  under  the  law,  I  supervised 
the  issuance  of  three  or  four  hundrexl  millions  of  emergency  currency 
which  were  issued  in  the  autumn  of  1914. 

The  Chairman.  Thoi*e  was  not  any  issued  until  Octol)er,  1914,  was 
there  ? 

Mr.  Williams.  August. 

The  Chairman.  Yes;  that  is  right. 

Mr.  Williams.  We  were  hoping  that  the  bank  might  be  saved 
by  checking  and  stopping  the  villainous  practices  which  we  found 
had  been  going  on. 

Perhaps,  gentlemen,  you  realize  that  I  have  no  authority  to  close 
a  bank  l^ecause  of  violations  of  the  law  on  the  part  of  its  officers  until 
or  unless  the  bank  is  insolvent.  A  bank,  as  long  as  it  appeai-s  to  be 
solvent,  may  be  subject  to  many  loose,  irregular,  and  unlawul  prac- 
tices, and  the  penalty  for  many  of  these  direlictions  is  a  suit  for  the 
forfeiture  of  charter.  Naturally  the  comptroller  hesitates  as  long  as 
a  bank  is  solvent  to  bring  suit  for  the  annulment  of  its  charter.  So 
we  tried  to  correct  abuses  so  the  bank  might  be  restored  to  good  con- 
dition. 

Senator  Gronna.  You  have  the  right,  however,  to  assess  penalties 
against  banks  for  violations  of  law? 
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Mr.  WILUA3IS.  Xo,  sir.  Wo  have  the  right,  Senator,  to  impose 
penalties  upon  banks  who  decline  to  furnish  the  comptroller's  office 
the  special  I'eports  which  the  law  authorizes  the  comptroller  to 
call  for.  When  the  bank  declines  to  send  in  those  reports^  the  comp- 
troller, under  the  provisions  of  the  law,  has  the  right  to  impose  cer- 
tain penalties. 

Senator  Gronna.  This  bank  had  not  refused,  as  I  understand  it^ 
to  furnish  am-  and  all  kinds  of  reports  asked  for? 

Mr.  Williams.  Xo,  sir. 

The  Chaikmax.  Is  that  all? 

Mr.  Williams.  Yes,  sir. 

The  Chairmax.  The  committee  adjourns  until  Monday  morning  at 
10  o'clock. 

(Wliereupon,  at  4.25  o'clock  p.  ni.,  the  committee  adjourned  to 
meet  at  10  o'clock  a.  m.,  on  Mondav,  Julv  21,  1919.) 
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MONDAY,  JULY  21,  1919. 

United  States  Senate, 
CoMMrrTEE  ON  Banking  and  Currency, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.15  o'clock  a.  m., 
in  the  committee  room,  Senate  Office  Building,  Senator  George  P. 
McLean  presiding.  7 

Present:  Senators  McLean  (chairman),  Page,  Gronna,  Newberry, 
Keyes,  and  Fletcher. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Curi-ency;  Hon.  Thomas  P.  Kane,  Deputy  Controller  of  the  Cur- 
rency ;  and  others. 

The  Chairman.  The  committee  will  be  in  order.  Mr.  Williams 
^ou  may  proceed. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Eesumed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  took  the  liberty  of 
telephoning  to  your  office  on  Saturday  to  reque^  that  Representative 
McFadden,  who  I  learned  through  the  afternoon  paj^ers  had  made 
certain  charges  and  complaints  against  me  and  my  administration 
of  the  comptroller's  office  before  the  Rules  Committee  of  the  House, 
should  be  called,  and  I  supplemented  that  telephone  message  with  a 
more  formal  request  by  letter.  I  earnestly  hope  that  he  has  been 
summoned,  and  that  he  will  appear  this  morning. 

The  Chairman.  He  has  been  notified,  Mr.  Comptroller.  I  think  he 
said  he  had  some  other  engagement,  it  seems  to  me,  before  a  House 
committee;  but  I  will  not  be  sure  about  that.  In  any  event  he  has 
been  notified,  as  you  requested. 

Mr.  Williams.  Mr.  Chairman,  with  great  respect  I  submit  to  the 
committee  that  it  is  hardly  fair  for  Representative  McFadden,  under 
the  shelter  of  his  protection  as  a  Member  of  the  House,  to  make  slan- 
derous and  unsupported  charges,  which  he  dare  not  make  before  a 
committee  of  the  Senate,  which  is  now  ready  to  receive  them  and 
before  which  ho  has  been  requested  by  yourself  to  appear.  I  hope 
that  Representative  IVlcFadden  will  not  place  himself  in  the  position 
of  a  licensed  slanderer  by  refusing  to  come  and  by  refusing  to  state 
before  this  committee  every  complaint  for  which  he  has  an}'  reason- 
able or  just  foundation. 

The  Chairman.  I  do  not  know  that  there  is  any  foundation  what- 
ever for  the  stateijient  you  have  just  made,  Mr.  Comptroller.  All 
I  can  say  is  that  Mr.  McFadden  was  notified  and  that  his  reply  was 
that  he  had  an  engagement,  I  think,  before  some  other  committee. 
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The  reply  was  to  my  secretary.  I  will  say  this,  however,  that  the^ 
committee,  I  think,  under  the  circmnstances  should  hear  any  state- 
ment which  you  wish  to  make  contradicting  the  newspaper  i'ei>orts 
of  Mr.  McFadden's  charges.  It  seems  to  me  that  that  is  only  fair 
to  you.  Although  he  has  not  testified  before  the  committee,  the 
charges  have  been  generally  circulated,  and  as  it  has  a  bearing  up<m 
your  oiScial  conduct  I  think  you  ought  to  have  a  right  to  maKe  any 
statement  in  reply  that  you  see  fit. 

Mr.  WiLWAMS.  I  thank  you  for  that  opportunity.  I  will  take  ad- 
vantage of  your  permission  at  once,  Mr.  Chairman. 

The  Chairman.  I  wish,  if  you  have  the  article  that  was  published 
containing  Mr.  McFadden's  statement,  you  would  put  that  in  as  a 
basis  for  your  reply. 

Mr.  Williams.  Yes,  sir.  It  nnght  be  in  order,  Mr.  Chairman,  for 
me,  as  a  preliminary,  to  read  the  letter  which  I  wrote  to  Represen- 
tative McFadden  on  July  14,  1919,  in  this  connection.  It  is  not  a 
very  lengthy  comunmication. 

'fhe  Chairman.  Is  it  necessary  to  read  it,  Mr.  Williams?  You  see 
it  takes  so  much  time  to  read  all  this,  and  there  are  few  Senators  here. 

Mr.  Williams.  Perhaps  I  will  save  your  time  by  asking  that  it  be 
incorporated. 

The  CiL\iRMAN.  It  will  he  put  in  at  this  point. 

(The  letter  referred  to  is  as  follows:) 

Tbeaki-ry  Di«::partment, 

OkFICK  of  (  V)M1*TK0I.IJ^:R  of  THK  CURRI-iNCY. 

Washingtrm,  July  1.^,  J 919. 
Hon.  L.  T.  McFaddkx, 

HoHsr  of  ReprcHvntatire^. 

Sir:  On  February  15  Inst,  in  \\  public  si)et'<!h  in  tlie  House  of  KeprpsontntiveH^ 
part  of  wbich  was  ))ublishe<l  in  various  ne\vspaiH»rs,  you  attacktMl  my  adminis- 
tnition  of  the  office  of  the  ( 'oniptr<»ller  of  tlie  Currency,  and  exjiressed  your 
purpose  to  asic  for  investipiflon  of  it  by  a  conunlttee  of  tlie  House  of  Repre- 
sentatives. yo\i  adde<l  tliat  you  had  lieard  rumors  to  tlie  effect  tluit  I  had 
misused  opportunities  driven  me  by  that  office  for  the  financial  advantage  of 
myself  or  my  friends,  an<l  that  y<m  would  ask  an  investipation  of  thene  also. 
Later,  on  February  20,  you  substantially  rei>eated  these  assertions  and  in- 
sinuations. On  both  occasions  I  challenged,  invited,  and  defie<l  you  to  urge  on 
the  investigation  of  whicji  yo\i  si)oke,  and  de<'lared  my  readiness  and  eagerness 
to  meet  it.  My  answer  was  sent  to  you  and  was  rweived  by  ycm :  parts  of  It 
were  printed  in  the  Congres.sional  Reconl  and  the  newspa|H'rs.  but  for  reasons 
which  are  not  crt»dltable  to  yourself  you  endeavored  to  suppress  my  letter  to  you 
of  March  1  and  prevent  its  publication  in  the  Congressional  Record  when  th»* 
subject  was  under  debate  on  the  floor  of  the  House. 

The  new  session  of  Congress,  controlled  by  the  party  to  which  you  l)eKmg, 
has  been  sitting  now  since  May  19 — nearly  two  months.  I  have  not  until  to-day 
seen  nor  heard  of  any  attemi>t  by  you  to  make  good  your  promise  or  threat  of 
investigation  of  the  comptroller's  office  or  of  my  cond\iOt  in  it.  I  have  seen 
you  present  at  sittings  «)f  the  Conunlttee  on  Banking  and  Currency  of  the  Sen- 
ate, considering  my  reap]>ointment,  and  hearing  the  testimony  of  those  opimsiug 
my  confirmation.  You  evidently  were  a  deeply  interested  and  probably  were  a 
sorely  disapix»inted  auditor  and  spectator  of  the  proceeilings  there. 

On  your  resixaisibility  as  a  Representative  and  an  individual  you  luiblidy 
uttered  fals<'  but  serious  accusations  against  the  oflicial  and  personal  charac- 
ter of  an  officer  of  the  Government,  holding  a  place  of  somt*  importance.  The 
person  you  assailed  has  publicly  denounced  your  accusations  as  viciously  false 
and  has  deficnl  you  to  prewnt  any  evidence  which  you  may  havi*  on  which  you 
base  them  autl  adde<l  that  you  had  tried  to  do  injury  to  character  and  then 
skulked  from  the  consequences  of  your  attempt.  You  were  further  reminded 
that  if  you  knew  or  honestly  thought  you  knew  of  any  reason  why  I  was  unfit 
to  hold  office,  your  solenm  duty  as  a  citizen  an<l  a  Representative  of  the  i)eopie 
was  to  make  those  facts  known  and  cause  inquiry  by  the  proper  authorities. 
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So  far  as  I  may  judge  by  your  acts  you  are  content  to  rest  from  March  1 
to  July  14,  under  charges  of  falsehood  and  malicious  attempt  to  do  injury  while 
avoiding  responsibility,  and  of  neglect  of  your  duty,  making  no  attempt  to  reply 
to  my  letter  to  you  of  March  1.  It  included  matter  which,  it  seems  to  me,  would 
require  the  attention  of  any  man  at  all  heedful  of  his  own  reputation  or  nice 
in  his  regard  for  personal  honor. 

You  did,  however,  go  into  court  in  the  interim  between  the  sessions  and 
sought  to  enjoin  me  from  an  investigation  of  your  operations  and  your  manage- 
ment of  the  bank  of  which  you  are  president,  and  especially  to  prevent  me  from 
disclosing  to  Members  of  Congress  transactions  and  operations  of  which  you 
may  well  be  ashamed,  and  the  tendency  of  which  were  and  are  destroying  the 
credit  and  standing  of  the  bank.  You  impress  me,  therefore,  as  being  far  more 
anxious  over  your  job  and  your  pocket  than  over  your  character  as  a  man  or 
official. 

In  the  proceedings  in  court  you  took  occasion  to  present  the  same  pleas  that 
in  one  way  or  another  you  had  put  before  the  House  and  the  public,  to  the 
effect  that  I  was  trying  to  injure  the  bank  with  which  you  are  connected  and 
to  gratify  animosity  you  believed  I  hold  against  you.  The  record  shows  that  I 
knew  nothing  of  you  or  your  supposed  advocacy  of  the  abolition  of  the  comp- 
troller's office  and  knew  nothing  of  the  details  of  your  mismanagement  until  the 
chief  examiner  and  the  Deputy  CJomptroller  of  the  Currency,  believing  that  your 
abuses  unless  checked  would  jeopardize  and  ruin  the  bank,  and  finding  that 
your  repeated  promises  of  reformation  were  persistently  disregarded,  brought 
the  situation  to  my  personal  attention  and  arranged  for  a  conference  with  you 
in  Washington  in  the  comptoller*s  office  in  January  last  The  record  shows 
that  whatever  troubles  the  bank  may  have  had  and  the  criticisms  to  which  it 
may  have  been  subjected  were  mainly  direct  results  of  your  misconduct  and 
mismanagement  and  your  deliberate  refusal  and  failure  to  comply  with  the 
rules  of  this  department  and  the  laws  and  the  principles  of  sound  banking.  You 
have  sought  to  tie  my  hands  and  protect  yourself  against  the  consequences  of 
your  willful  acts  and  the  reckless  handling  of  the  money  of  others  while  using, 
your  place  in  Congress  to  malign  and  to  endeavor  to  Injure  me.  '^ 

You  will  not  be  allowed  to  execute  these  benevolent  intentions  if  I  can 
prevent  The  results  of  the  legal  proceedings  and  processes  of  the  courts  must 
be  awaited.  I  have  eagerly  awaited  opportunity  to  be  heard  in  relation  to  what 
has  been  said  and  done  by  you  before  the  Congress  and  the  public  to  which  I 
am  responsible.  As  a  preliminary  step  in  that  direction  I  now  renew  my  invita- 
tion and  challenge  to  you  to  urge  on  the  investigation  of  my  personal  and  official 
conduct  for  wiiich  you  expressed  such  acute  anxiety  five  months  ago.  I  observe 
with  pleasure  that  to-day  you  presented  in  the  House  a  resolution  for  such  an 
investigation — the  same  you  offered  February  15,  with  some  amplifications, 
presumably  representing  the  results  of  your  examinations  and  investigations  in 
the  interval.  Juding  from  the  reports  of  proceedings  in  the  present  House  thus 
far  there  is  a  readiness  to  take  up  everything  in  the  way  of  an  Investigation  of 
the  present  administration  that  may  be  suggested. 

Furthermore,  my  nomination  for  reappointment  is  before  the  Senate.  You 
have  opportunity  there  to  present  any  evidence  you  may  have  to  prove  my 
unfitness.  Permit  me  to  add  at  risk  of  reiteration,  that  certainly  it  will  be 
your  duty  to  present  to  the  House  or  Senate  or  both  every  scrap  of  evidence 
against  me  you  may  be  able  to  find.  However  you  may  feel  about  such  things, 
I  have  been  taught  to  hold  that  character  for  truth  and  loyalty  to  duty  are 
above  any  imaginable  job  or  position  of  advantage.  That  character  has  been 
wantonly  as.sailed  by  you.  I  now  call  on  you  to  press. directly  and  urgently 
for  the  investigation  you  asked  or  suggested  before  the  last  House,  and  now, 
after  two  months,  advertise  yourself  as  desiring,  of  my  official  and  personal 
conduct.     I  am  ready  for  it  at  any  moment  before  any  competent  body. 

My  name  is  now  before  the  Senate  committee  above  referred  to.  if  you  dis- 
trusted the  same  committee  of  the  last  Senate  because  the  majority  of  its 
members  were  not  of  your  political  party,  that  cause  of  trepidation  or  pretext 
for  shunning  the  Issue  is  removed  now.  The  committee  is  in  session  and  has 
my  case  before  It,  with  full  power  to  command  the  presence  of  persons  and  the 
production  of  papers.  Again  I  invite  and  defy  you  to  go  before  that  body  and 
present  to  It  your  accusations  against  me  with  whatever  you  have  or  c«fn  find 
to  support  them.  This  need  not  obstruct  or  delay  investigation  of  my  adminis- 
tration and  myself  by  the  House.  I  will  welcome  that  also,  will  be  ready  for 
it,  I  repeat,  at  any  moment,  and  the  more  quickly  it  is  ordered  and  begun  the 
better  pleased  I  will  be.    Meanwhile,  however,  the  Senate  committee  is  sitting 
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and  ready  to  hear,  as  Its  duty  is,  any  charges  against  the  appointee  to  aa 
important  and  responsible  office  that  anybody  desires  to  put  before  it 

I  submit  as  an  unaTOidablc  alternative  that  failure  by  you  to  present  your 
charges  and  evidence  to  the  Senate  conunittee  will  prove  that  you  distrust 
either  the  committee  or  your  own  case.  I  might  submit,  further,  that  if  you 
shirk  the  show-down  to  which  you  are  called,  you  will  be  in  the  shameful 
position  of  having  used  your  position  to  attempt  to  Injure  another  man  with 
widely  and  carefully  spread  attacks  on  his  character  which  you  are  ashamed 
or  afraid  to  support,  and  for  confirmation  of  which  you  have  no  evidence  you 
dare  offer;  but  I  do  not  know  whether  you  are  interested  in  that  aspect  of 
the  case. 

As  you  have  assailed  me  before  the  Congress  and  the  public,  I  shall  feel  at 
liberty  to  put  this  letter  to  you  at  the  disposal  of  the  newspapers  and  to 
endeavor  to  have  it  published  In  the  Congressional  Record. 

I  trust  you  will  be  able  to  understand  the  position  In  which  you  will  be  if 
you  refuse  or  fall  to  respond  to  this  call. 

John  Skelton  Williams. 


(For  the  press.     Immediate  release.] 

Ofmce  of  the  Comptroller  of  the  Currency, 

Washington,  July  19,  1919, 

John  Skelton  Williams,  Comptroller  of  the  Currency,  commenting  on  Mr. 
McFadden*s  charge  that  the  Comptroller  of  the  Currency  had  been  financially 
interested  in  the  Arlington  Hotel  transaction,  said: 

"  I  have  been  urging  Mr.  McFadden  by  direct  letters  to  him  made  as  sting- 
ing as  possible,  to  push  the  Investigation  Into  my  conduct  at  which  he  has 
been  hinting  since  last  February.  Five  days  ago  I  sent  him  an  additional 
letter  of  challenge.  I  have  suggested  to  Mr.  McFadden  that  his  most  expedi- 
tious course,  and  his  duty,  is  to  present  any  charges  he  may  have  before  the 
Senate  Committee  on  Banking  and  Currency  which  now  has  before  It  my 
renomlnation.  I  am  scheduled  to  appear  before  that  committee  Monday,  but 
will  cheerfully  give  place  to  Mr.  McFadden  and  all  the  papers  and  other  evi- 
dence he  may  have;  and  upon  learning  of  his  charges  this  afternoon  I  imme- 
diately requested  the  chairman  of  the  Banking  and  Currency  Committee  of 
the  Senate  to  summon  Mr.  McFadden  to  come  before  the  committee  on  Monday. 

"  Meanwhile  it  is  fair  that  I  be  allowed  to  inform  the  public  that  I  had  not 
the  slightest  financial  interest  in  the  Arlington  Hotel  transaction,  directly  or 
Indirectly.  Secretary  McAdoo,  In  March,  1918,  wrote  Representative  Pou,  of 
North  Carolina,  on  this  matter,  giving  him  the  facts.  The  law  firm  of  Williams 
&  Mullen,  of  Richmond,  Va.,  of  which  my  brother-in-law,  Lewis  C.  Williams,  is  a 
member,  has  been  counsel  for  Winston  &  C/O.,  for  the  past  five  years  or  more. 
They  are  large  contractors,  who  controlled  the  Arlington  property.  I  do  not 
know  what  legal  fees  or  compensation  Williams  &  Mullen  may  have  received 
for  their  services  in  the  Arlington  Hotel  transfer.  Whatever  they  may  have 
charged  was  for  their  professional  services,  in  which  I  had  no  participation 
whatsoever.  That  Is  all  the  foundation  I  can  imagine  for  Mr.  McFadden's 
Insinuations,  which  I  denounce  again  as  absolutely  false  and  which  have  all 
the  appearance  of  being  dictated  by  intense  malice. 

"  If  he  thinks  he  knows  anything  against  me  let  him  come  before  the  Senate 
committee  Monday — day  after  to-morrow. 
,^^"  Those  who  have  given  attention  to  this  matter  will  recall  that  a  Pennsyl- 
vania bank  of  which  Mr.  McFadden  is  president,  has  come  under  my  official 
notice  in  an  unpleasant  way  and  that  I  have  expressed,  both  officially  and 
^  publicly,  the  opinion  that  Mr.  McFadden  is  responsible  for  whatever  unfortu- 
\nate  conditions  might  there  exist." 

Mr,  Williams.  I  also  ask  permission  to  place  in  the  record  my 
press  statement  of  Saturday  afternoon,  given  out  immediately  upon 
readinjy  the  newspaper  story.    It  is  a  one-page  statement. 

The  Chairman.  Have  you  the  newspaper  story? 

Mr.  Williams.  I  haven't  it  with  me.  Upon  reading  tlie  news- 
paper article  I  at  once  telephoned  to  Mr.  Lewis  C.  Williams,  of  the 
nrm  of  Williams  &  Mullen,  of  Richmond,  Va..  one  of  mv  brothers-in- 
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law,  and  told  him  of  tlie  slanderous  statement  which  had  appeared 
in  the  afternoon  paper.  He  immediately  wrote  me  this  letter,  which 
I  received  in  reply  to  my  communication : 

Williams  &  Mullen, 
Attorneys  and  Counsellors  at  Law, 
Afutital  Buildinp,  Richmond,  Fa.,  July  19, 1919, 
Hon.  John  Skelton  Williams, 

nJ2  Eighth  Street  NW.,  Washington,  /).  C. 
Dear  Mr.  Williams  :  I  hand  to  you  herewith  a  memorandnm  of  services  by 
my  firm  for  Arlinjrton  Corporation  and  ArUngton  Building. 

I  also  hand  to  you  a  copy  of  the  several  interrogatories  and  answers  filed  by 
Eichelborger  in  the  suit  in  the  District  of  Columbia  in  the  name  of  Eichelberger 
r.  Sands  et  al. 

The  Associated  Press  carried  a  charge  of  McFadden  to-day  that  you  have 
participated  in  the  sale  of  the  Arlington  Building  (Inc.),  which  I,  of  course, 
am  stating  to  be  absolutely  untrue. 
Affectionately, 

Lewis. 

The  interrogatories  filed  in  the  lawsuit  to  which  he  refers,  I  under- 
stand, were  filed  in  the  Supreme  Court  of  this  District  some  six 
months  or  a  year  ago,  and  this  is  an  excerpt  from  the  interrogatories: 

In  the  Supreme  C/Ourt  of  the  District  of  Columbia.    Holding  an  equity  court. 

Harry  D.  Eichelberger,  plaintiff,  v.  Oliver  J.  Sands,  et  al.,  defendants.    Equity 

No.  35483. 

Answer  of  Arlington  Building  (Inc.)  to  the  Interrogatories  filed  by  the 
plaintiff  herein : 

11.  Q.  Have  any  attorney's  fees  been  paid;  and  if  so,  how  much  and  to 
whom,  for  services  in  connection  with  the  sale  to  the  United  States  of  the 
property  described  in  the  bill? 

•  A.  Yes ;  there  has  been  paid  on  account  of  legal  services  to  cover  period  from 
oi'ganlzatlon  of  company,  including  services  for  organization,  negotiating,  and 
pa&sing  on  contracts  with  the  Navy  Department,  with  the  Metropolitan  Life 
Insurance  Co.,  sundry  bankers  and  brokers,  and  preparation  of  mortgages  and 
bond  issues  and  legal  representation  in  negotiations  leading  to  sale  of  property 
luid  preparation  of  contracts  and  services  in  Washington,  New  York,  and 
Baltimore  in  numerous  conferences  with  the  officers,  architects,  contractors, 
and  brokers  and  their  attorneys,  including  expenses,  $25,500. 

12.  Q.  Is  there  an  agreement  for  future  payments  to  attorneys  on  account 
of  services  in  connection  with  the  sale  to  the  United  States  of  the  property 
described  in  the  bill ;  and  if  so,  for  how  much  and  with  whom? 

A.  None. 

13.  Q.  Have  any  fees,  charges,  or  commissions,  other  than  attorney's  fees, 
l>een  agreed  to  be  paid  to  any  person  in  connection  with  the  negotiation  of 
the  .sale  to  the  United  States  of  the  property  described  In  the  bill;  and  if  so, 
how  much  and  to  whom? 

A.  None. 

The  Chairman.  That  money  was  paid  out  of  the  proceeds  of  the 
sale  of  the  Arlington  site? 

Mr.  Williams.  By  the  former  owners  of  the  Arlington  site  to  their 
attorneys. 

The  Chairman.  Was  the  Arlington  property  in  the  hands  of  a 
receiver? 

Mr.  WiLLiA3fs.  T  do  not  know.    I  imderstand  not.     I  do  not  know. 

The  Chairman.  You  do  not  know  how  your  brother-in-law  came 
to  be  employed  ? 

Mr.  Williams.  I  think  this  letter  explains  that: 

Memorandum  of  services  of  Williams  &  Mullen,  as  attorneys  for  Arlington 
Corporation  and  Arllnjrton  Building  (Inc.),  owners  of  the  property  in  Wash- 
ington known  as  Arlington  Hotel,  now  owned  by  the  United  States  Government. 

144936—19 29 
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This  property  was  purchased  by  WiiiRton  &  Co.  in  February,  1914,  at  public 
auction,  and  Williams  &  Mullen  were  employed  as  attorneys  to  organize  the 
Arlington  Corponition,  superintend  the  transfer  of  the  property  and  the  prepa- 
ration of  contracts  and  mortgages  up  to  the  time  of  the  transfer  of  the  property 
of  the  Arlington  Con>oration  to  Arlington  Buihllng  (Inc.),  and  the  dissolution 
of  tlie  corporation.  The  Ann  also  prepared  the  minutes  and  the  deed  conveyingr 
the  Arlington  Building  (Inc.)  and  attended  to  the  liquidation  of  the  com- 
pany's assets. 

This  goes  back  some  five  yeai*s  or  more. 
The  Chairman.  Wliat  are  you  reading  from  now? 
Mr.   WiLJjAMS.  A   memorandum   furnished  me  by  Williams  & 
Mullen,  the  memorandum  referred  to  in  the  letter  which  I  first  i-ead. 

In  August,  1917,  this  firm  organized  the  Arlington  Building  (Inc.),  with 
$1,000,000  capital,  for  the  purpose  of  talcing  over  the  lot  of  the  ArUngton  Cor- 
poration and  erecting  a  building  thereon  for  the  Navy  D^;)artmeQt  of  tlie 
United  States  and  looked  after  the  negotiation  of  contracts  and  proposals 
between  the  Navy  Department  and  the  corporation  and  contracts  with  the 
Metropolitan  Insurance  Co.  of  New  York  for  a  loan,  the  preparation  and 
execution  of  a  deed  of  trust  or  mortgage  to  secure  $1,400,000  borrowed  from  the 
Metropolitan  Insurance  Co.,  conferred  with  attorneys  and  others  In  New  York 
and  Washington  representing  the  insurance  company;  prepared  a  second  deed 
of  trust  or  mortgage  to  secure  a  bond  issue  of  $600,000;  held  conferences 
In  Washington  and  New  York;  took  entire  charge  of  the  suit  of  R.  H.  McNeil 
against  the  corporation  for  $380,000  and  looked  after  the  defense  of  same ;  con- 
ferred and  assisted  in  the  preparation  of  the  proposals  to  the  Treasury  for  the 
sale  of  the  property  on  behalf  of  the  company ;  attended  to  the  consideration 
and  preparation  of  contracts  for  the  snle  of  the  company's  property;  holding 
meetings,  prepared,  and  [Kissed  upon  all  deeds;  satisfaction  of  mortgages;  and 
looked  after  injunction  suit  of  Eichelberger  restraining  transfer  of  property; 
ctmtracts  with  architects  and  builders  and  claims  connected  therewith ;  in  fthort» 
performed  all  legal  services  required  by  the  Arlington  Corporation  and  Arling- 
ton Building  (Inc.),  from  the  purchase  of  the  property  to  its  sale  and  con- 
tinuously since  without  assistance,  except  that  of  the  Hon.  Charles  A.  Douglas 
in  tlie  suit  of  Eichelberger  pending  in  the  Supreme  Court  of  the  District  of 
Columbia.    The  record  of  these  services  fills  many  pages. 

The  above  was  only  one  of  many  matters  in  which  we,  as  counsel  for  Winston 
&  Co.,  have  represented  them  prior  to  and  since  1914. 

Williams  &  Mullen  w«*  paid  for  these  services  $25,500,  as  shown  by  the 
answers  to  the  interrogatories,  and  since  the  answers  were  filed  have  been  paid 
$1,000  for  other  services  in  connection  with  the  litigation  in  Washington. 

Senator  Newberry.  In  the  earlier  part  of  that  dociinient  he  speaks 
of  a  contract  with  the  Navy  Department  and  later  he  speaks  of  serv- 
ices to  the  Treasury  Department. 

Mr.  WnxiAMS.  1  Imow  nothing  about  those  details.  I  saw  in  the 
Congressional  Record  several  years  luro  a  letter  ivom  Secretary 
Daniels  reconmiending  that  the  Navy  Department  be  authorized  to 
enter  into  some  long-term  lease  of  tliat  building,  as  I  recall  it.  I 
was  not  en  rapport  with  the  situaMon  and  knew  nothing  about  it 
except  fix)m  hearsay  and  what  T  would  see  in  the  papers  or  the  Con- 
gressional Record. 

The  Chairman.  Where  are  Winston  &  Co.  located  and  what  do 
they  do? 

Mr.  Williams.  Winston  &  Co.  is  a  large  contractingfirm.  They 
have  probably  been  in  business  for  30  or  40  years.  They  built,  I 
think,  among  other  things,  the  Ashokan  Dam  m  New  York. 

The  Chairman.  Where  is  their  headquarters? 

Mr.  Williams.  I  think  Richmond  and  New  York. 

The  Chairman.  And  they  have  no  headquarters  in  Washington 
that  vou  know  of? 
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Mr.  Williams.  I  understand  that  they  have  offices  here.  I  do  not 
know  where  their  offices  are  located  in  connection  with  the  Arlington 
Biiildinff.  Or,  rather,  they  had  at  one  time.  I  do  not  know  whether 
they  still  have  offices. 

The  Chairman.  Where  is  the  headquarters  of  this  firm  in  which 
your  brother-in-law  is  a  member? 

Mr.  Williams.  In  Richmond,  Va. 

The  Chairman.  They  have  no  Washington  headquarters? 

Mr.  Williams.  No. 

The  Chairman.  You  think  the  building  concern  has  headquarters 
here? 

Mr.  Williams.  I  think  they  have  offices.  Necessarily  they  would 
have  offices  here,  undertaking  to  construct  a  building  at  a  cost  of  sev- 
eral million  dollars.  Necessarily,  I  should  say,  they  would  have 
offices  of  some  sort 

The  Chairman.  Yes ;  they  would  have  temporary  offices. 

Mr.  Williams.  I  assume  so.  But  as  to  that  I  know  nothing.  Nor 
do  I  know  who  the  resident  managers  are. 

(Senator  Gronna  thereupon  made  a  statement  regarding  the  desira- 
bility of  the  appearance  of  Representative  McFadden  to  make  a 
statement,  which  the  reporter  was  directed  not  to  record,  and  after 
colloquy  the  following  occurred:) 

Senator  Gronna.  I  am  not  passing  judgment  either  on  you  or  on 
Mr.  McFadden  at  this  time.  I  am  simply  stating  my  position.  But 
any  citizen,  and  especially  a  public  official,  ought  not  to  make  state- 
ments that  he  is  not  at  least  willing  to  prove. 

Mr.  Williams.  Unquestionably.    It  is  a  cowardly  thing  to  do. 

Senator  Gronna.  I  look  upon  it  like  this:  If  you,  as  Comptroller 
of  the  Currency,  are  guilty  of  the  charj^  made  by  Mr.  McFadden, 
you  are,  of  course,  unfit  to  hold  your  position.  On  the  other  hand,  if 
you  are  not  ^ilty,  it  is  a  gross  injustice  to  you,  and  those  facts 
should  be  made  known  to  the  public. 

Mr.  Williams.  And  promptlv.  Senators,  that  is  exactly  the  posi- 
tion I  have  taken,  and  also  in  this  connection,  if  I  may  be  permitted 
for  a  moment,  I  desire  to  call  attention  to  the  injustice  which  is 
done  me  when  irresponsible  men,  without  any  evidence  whatsoever 
to  support  their  charges,  are  permitted  to  come  here  in  the  guise 
of  witnesses  and  make  statements  which  they  know  are  false,  and 
which  in  every  case  I  have  shown  to  be  without  the  slightest  justi- 
fication. I  realize  the  embarrassment  of  the  committee.  I  am  sure 
that  the  committee  would  not  listen  for  a  second  to  such  slanderous 
charges  unless  they  were  led  to  suppose  that  they  could  later  on,  or 
at  some  time,  be  supported. 

The  Chaibman.  What  other  witnesses  do  you  refer  to  now,  Mr. 
Williams? 

Mr.  Williams.  I  refer  especially  to  the  witness  Cooper;  and  I 
shall  also  bring  evidence  to  disprove  the  statements  of  other  wit- 
nesses heretofore-  But  I  have  dealt  at  some  length  with  the  falsifica- 
tions and  misstatements  deliberately  made  by  the  witness  Cooper, 
and  have  presented  the  written  evidence  which  has  completely  con- 
troverted them  as  they  have  been  brought  to  my  attention. 

The  Chairman.  You  may  have  made  some  mistakes,  and  he  may 
have  made  some  mistakes. 
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Mr.  Williams.  I  have  made  no  statement  here,  Senator,  deliber- 
ately, which  I  did  not  believe,  and  which  I  am  not  prepared  to  cor- 
roborate. 

The  Chairman.  It  is  possible  you  may  have  made  some  mistakes, 
and  it  is  possible  he  may  have  made  some. 

Mr.  WnjLiAMs.  I  have  shown  that  he  made  statements  which  he 
knew  at  the  time  he  made  them  were  false. 

The  Chairman.  What  did  this  property  sell  for? 

Mr.  Williams.  In  answer  to  that,  Senator,  please  allow  me  to 
read,  or  to  put  into  the  testimony,  these  two  letters  from  the  Con- 
cessional Record  of  Mav  18,  1918.  One  is  addressed  to  Senator 
Phelan,  pages  7258  and  7259 : 

Tbeasury  Depabthknt, 

Washington^  May  13,  1918. 

My  Dear  Senator  :  I  have  your  letter  of  the  2d  Instant  regarding  the  Arling- 
ton property,  and  am  glad  to  write  you  fully  on  the  subject. 

It  is  impossible  to  describe  the  difficulties  under  which  the  Treasury  is  now 
laboring  in  its  effort  not  only  to  raise  essential  money  through  the  sale  of 
Liberty  bonds,  but  to  find  room  for  the  employees  to  work  in  order  to  turn  these 
bonds  out  promptly  and  deliver  them  to  purchasers  throughout  the  country. 
The  corridors  of  the  Treasury  Building,  where  light  and  ventilation  are  poor, 
must  be  used  from  time  to  time  for  this  service.  It  is  an  injustice  to  the 
employees  and  a  reproach  to  the  Government. 

The  Chairman.  T  do  not  understand  that  there  is  any  dispute  as 
to  the  need  of  additional  accommodations  at  that  time. 

Senator  Keyes.  Is  this  in  answer  to  the  chairman's  question  as  to 
what  this  building  sold  for? 

Mr.  Williams.  Yes,  sir.    We  are  coming  to  the  detailed  figures. 

Senator  Keyes.  Can  you  not  give  us  those  figures? 

The  Chairman.  Could  you  not  read  the  parts  that  have  a  bearing? 

Mr.  Williams.  I  should  like  to  have  the  whole  letter  go  into  the 
record. 

The  Chairman.  It  is  already  in  the  Congressional  Record. 

Mr.  Williams.  It  is  with  reference  to  charges  against  me,  Mr. 
Chairman. 

Senator  Fletcher.  T  think  it  ought  to  go  in. 

The  Chairman.  Put  the  whole  letter  in,  then. 

(Mr.  Williams  read  further  from  the  letter  referred  to,  as  follows :) 

The  fact  is  that  without  the  prospect  of  having  the  Arlington  Building  soon 
the  situation  would  be  exceedingly  critical.    ♦    ♦    ♦ 
Tabulated,  the  figures  stand  as  follows ; 

Main  building $2, 192. 097 

Changes 118, 751 

Addition  to  building 811,502 

Site 1, 000. 000 

Total 4, 122, 350 

This  corresponds  very  closely  with  the  proposal,  which  is  for  f4.119.072. 
This  gives  a  rate  per  cubic  foot  of  slightly  over  40  cents.  That  this  is  a  rea- 
sonable rate  is  shown  by  the  contract  recently  let  for  the  Treasury  Annex. 

The  bids  for  that  buiUJing  in  limestone  ranged  from  $1,145,603  to  $1,397,565. 
After  making  some  changes,  the  contract  for  the  building,  exclusive  of  tunnel, 
was  let  for  $1,079,952.  Certain  additional  items  will  bring  the  cost  up  to  ap- 
proximately $1,140,000. 
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Senator  Gronna.  That  was  the  real  estate? 
Mr.  Williams.  Yes,  sir. 

On  January  29,  1914,  the  site  was  sold  under  forced  sale  for  $850,000. 

♦  ♦♦♦♦♦♦ 

After  obtaining  these  valuations,  the  department  felt  justified  in  allowing 
;K1.000,000  as  the  value  of  the  site. 

The  Chairman.  And  the  superstructure  up  to  that  date  cost 
$3,100,000,  in  round  numbers  ? 

Mr.  Williams.  No.  I  am  not  familiar  with  this  matter ;  but  as  I 
understand  it,  the  sui)erstructure  of  the  main  building  when  finished 
.was  to  cost  so  much,  three  million  and  so  many  hundred  thousand, 
and  then,  as  I  understand  it,  the  annex  was  to  cost  an  additional 
amount,  eight  or  nine  hundred  thousand. 

The  Chairman.  Do  you  know  what  the  total  cost  to  the  Govern- 
ment was  of  this  building,  completed  ? 

Mr.  Williams.  I  only  know  what  I  read  you  here,  that  the  appro- 
priation asked  for  was  $4,200,000.  The  estimated  cost  was  $4,122,350, 
of  which  the  site  was  $1,000,000,  the  main  building  was  $2,192,097, 
the  changes  $118,751,  and  the  addition  $811,502. 

Senator  Fletcher.  That  included  the  completed  building.  They 
had  only  finished  the  four  stories  below,  and  partly  finished  two 
stories  above,  and  had  material  on  the  ground  for  certain  other  por- 
tions. The  total  cost  of  the  whole  business,  including  the  annex,  was 
$4,122,350,  one  million  for  the  ground. 

The  Chairman.  That  was  the  estimate. 

Senator  Gronna.  As  I  understand  it,  the  ground  just  north  of  the 
'i'reasury  was  ground  which  had  been  ownedby  the  Government  for 
some  time. 

Mr.  Williams.  I  do  not  even  know  that.  Senator. 

Senator  Fletcher.  That  has  nothing  to  do  with  it. 

Senator  Gronna.  It  does  have  something  to  do  with  it,  because 
the  question  is,  has  the  Government  paid  too  much,  or  has  the  Gov- 
ernment paid  more  than  it  ought  to  have  paid  for  the  ground  ?  As 
I  understand  it — and  if  I  am  mistaken,  I  hope  you  will  correct  me, 
Mr.  Williams — ^the  Government  has  the  right  to  condemn  property 
for  public  use.  Perhaps  we  have  paid  more  for  that  Arlington 
property  than  we  ought  to  have  paid.  That  may  not  be  the  fault  of 
the  Comptroller  of  the  Currency.  He  may  have  nothing  whatever 
to  do  with  that.  It  is,  of  course,  unfortunate  if  we  have  paid  entirely 
too  much.  But  what  concerns  me,  and  what  I  am  interested  in  as  a 
juror  here,  is  simply  whether  commissions  have  been  paid  in  these 
transactions,  large  commissions  or  small  commissions,  to  anyone,  and 
what  connection  that  has  with  the  Comptroller  of  the  Currency. 
That  is  the  only  thing  I  am  interested  in. 

Mr.  Williams.  As  to  the  price  paid,  in  this  letter  to  Senator 
Phelan  Secretary  McAdoo  points  out  that  this  particular  site,  as 
I  understand  it,  had  been  sold  in  1912  for  $1,400,000.  Three  or  four 
or  five  years  later,  whichever  it  was,  the  Government  acquires  that 
same  site,  as  I  understand  it,  for  $1,000,000,  or  $400,000  less  than  it 
sold  for  in  1912.  There  had  been  a  considerable  amount  of  work 
done  in  the  foundation — I  do  not  know  anything  about  that.  I  do 
not  know  what  that  cost,  or  whether  that  went  with  the  value  of 
the  price.    I  am  not  informed. 
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Senator  Gronna.  You  might  not  be  justified  in  approving,  in  a 
Government  purchase,  what  had  transpired? 

Mr.  WnxiAMs.  It  is  not  in  my  jurisdiction  in  any  way  whatso- 
ever- 
Senator  Gronna.  The  question  I  want  to  ask  you  is  this,  How 
was  this  property  acquired  by  the  Government^-ihrough  purchase 
from  coiporations  or  individuals,  or  by  condemnation? 

Mr.  Williams.  As  to  that,  Senator,  I  understand  from  the  com- 
municaticms  wliich  I  have  read  this  morning  that  there  were  two 
or  three  corporations  which  at  different  times  owned  or  controlled 
that  site.  But  that  the  firm  of  Winston  &  Ck>.,  tlie  large  contracting 
firm  to  which  I  have  referred,  owned  or  controlled  those  suooessive 
corporations,  as  I  understand  it,  whatever  they  were.  In  other 
words,  they  were  substantially  the  owners  of  the  Arlington  site,  they 
and  their  associates,  whoever  they  were.  I  do  not  know  whether 
it  was  a  firm  entirely,  or  whom  they  may  have  had  in  there  with 
them. 

Senator  Gronna.  Was  the  site  then  purchased  from  these  people? 

Mr.  Williams.  And  the  site  was  purchased  from  Winston  &  Co., 
the  contractcH^  who  conveyed  the  title  through  these  corporations 
which  belonged  to  them,  known,  it  seems  to  me,  in  one  case  as  the 
Arlington  Building  or  the  Arlington  Corporation.  I  do  not  know 
what  those  ramifications  were,  but  the  outstanding  fact  is  that  Win- 
ston &  Co.,  contractors,  owned  or  controlled  that  site,  and  thejr  were 
proceeding,  as  the  record  appears  to  show,  to  erect  a  large  building 
upon  it  As  I  understand  it,  their  plans,  as  shown  from  the  record, 
seem  to  have  been  first  to  erect  a  large  office  building  or  a  hotel.  As 
to  whether  it  was  an  office  building  or  hotel  I  do  not  know,  but  one 
or  the  other.  But  while  those  plans  were  in  progress  it  appears  that 
negotiations  were  opened  with  the  Navy  Department.  As  to  whether 
the  Navy  Department  went  after  Winston  &  Co.,  or  whether  Win- 
ston &  Co.  went  after  the  Navy  Department,  I  do  not  know.  I  am 
entirely  ignorant  as  to  how  they  were  brought  about.  But,  anyhow, 
the  records  show  that  Winston  &  Co.  had  negotiations  with  the  Navy 
Department  by  which  the  building  to  be  erected  by  Winston  &  Co. 
was  to  be  so  modified  or  changed  as  to  make  it  suitable  for  officers  for 
the  Navy  Department. 

And  it  appears  that  there  was  a  bill  in  Congress,  as  to  the  details 
of  which  I  am  also  uninformed,  by  which,  if  I  remember  correctly, 
the  Navy  was  to  be  authorized  to  make  a  long  lease  of  that  building 
from  Winston  &  Co.  when  it  should  have  been  finished.  The  record 
shows,  if  I  recall  correctly,  that  the  Secretary  of  the  Navy  addressed 
a  communication  to  the  committee,  either  of  the  Senate  or  the  House, 
which  had  the  matter  in  charge,  recommending  that  they  be  per- 
mitted to  meet  the  pressure  upon  them  by  getting  the  benefit  of  that 
building. 

The  Chairman.  AVlnston  &  Co.  is  a  Richmond  firm? 

Mr.  Williams.  Richmond  and  New  York. 

The  Chairman.  Have  you  had  any  correspondence  with  them  in  - 
regard  to  this  matter? 

Mr.  Williams.  Not  that  I  know  of. 

The  Chairman.  Any  correspondence  with  the  attorneys,  yoiir 
brother-in-law  and  his  firm,  in  regard  to  this  matter? 
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Mr.  Williams.  No.  I  had  Aothingto  do  with  it.  The  negotiations 
were  entirely  between  the  Treasury  JDeparbnent  and  Winston  &  Co. 

The  Chairbcan.  I  undei-stand,  but  I  asked  you  wheth^  you  had 
any  correspondence  with  this  concern,  or  with  the  attorneys  who 
acted  as  counsel  for  this  concern,  of  which  your  brother-in-law  is  8 
member  ? 

Mr.  Williams.  I  recall  none  whatever. 

The  Chairman.  No  communications? 

Mr.  Williams.  It  was  not  a  matter  in  which  I  was  concerned. 

The  Chairman.  That  you  have  said.  You  had  no  conversations 
with  your  brother-in-law? 

Mr.  Williams.  May  I  come  around  to  this  matter  further,  Sena- 
tor, in  an  orderly  way  ?  I  shall  tell  you  of  what  conversation  I  did 
have  on  the  subject. 

The  Chairman.  Yes. 

Mr.  WiLLLAMS.  The  bill  by  which  the  Navy  Department  had 
hoped  to  have  these  offices  available  appears  to  have  failed.  I  under- 
stand that  was  probably  some  time  in  1917.  Knowing  the  tremen- 
dous pressure  under  which  the  Treasury  Department  was  laboring 
for  space,  I  mentioned  to  Secretary  McAdoo  that  possibly  that  Ar- 
lington site  might  be  available  in  some  way  to  relieve  the  congestion 
of  the  Treasury.  As  a  result  of  that  Winston  &  Co.,  or  the  rep- 
resentative of  that  firm,  with  one  of  their  attorneys,  called  on  Sec- 
retary McAdoo.  I  think  that  I  probably  introduced  them,  or 
Winston,  to  the  Secretary.  The  Secretary  referred  the  matter  to 
the  building  department  of  the  Treasury,  to  Secretary  Moyle,  and  I 
had  nothing  whatever  to  do  with  it.  I  had  nothing  further  to  do 
with  the  subject,  nothing  beyond  an  introduction  ot  some  member 
of  tlie  firm  of  Winston  &  Co.,  and  I  think  my  brother-in-law  was 
with  him  at  the  time,  in  the  hope  that  some  arrangement  might  be 
made — no  definite  details — ^by  which  the  pressure  on  the  Treasury 
might  be  relieved  by  utilizing  that  building,  which  the  Navy  Depart- 
ment had  been  trying  to  get,  but  had  been  unable  to  secure. 

The  Chairman,  lou  introduced  a  member  of  the  fiim  of  Winston 
&  Co.  to  the  Secretary  of  the  Treasury  ? 

Mr.  WiixiAMS.  I  did.  I  think  that  was  in  the  latter  part  of  1917. 
I  had  no  further  interest  of  any  sort  at  all. 

The  Chairman.  You  must  have  had  some  correspondence  or  com- 
munication with  Winston  &  Co. 

Mr.  Williams.  I  did  not,  as  I  recall.  Mr.  Winston  came  to  my 
office,  knowing  me — I  have  known  him  for  15  years  or  more — and  re- 
ferred to  the  fact  that  they  had  that  large  building  there,  and  that 
it  might  be  available  for  the  Government  in  some  way,  and  I  did  as 
I  would  do  for  any  one,  I  said,  "  I  shall  be  very  glad  to  bring  the 
matter,  if  you  desire,  to  the  attention  of  the  Secretary  of  the  Ti'eas- 
ury,"  which  I  did  and  that  ended  the  matter. 

Senator  Gronna.  Did  you  recommend  the  purchase  of  it? 

Mr.  Williams.  I  did  not. 

Senator  Gronna.  You  did  not  at  that  time  know  the  price  asked 
for  it,  nor  had  you  ascertained  the  value  of  it? 

Mr.  Williams.  I  think  that  they  were  indefinite  as  to  their  price. 
They  had  control  of  the  whole  situation,  and  I  do  not  know  whether 
their  own  views  were  crystalized.  The  subject  was  a  matter  of  ne- 
gotiation, as  I  recall  it. 
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The  Chairman.  When  the  member  of  the  building  firm  came  to 
your  office,  was  your  brother-in-law  with  him  ? 

Mr.  Wuj^iAMS.  I  think  they  called  together.  This  was  in  the 
latter  part  of  1917,  I  think.  But  I  did  what  I  would  do  for  any 
acquaintance  who  desired  on  an  official  matter  to  see  the  Secretary. 

Tlie  Chairman.  After  that  interview,  you  suggested  to  the  Sec- 
retary of  the  Treasury  that  there  was  a  building  that  might  be 
serviaeable?  ■ 

Mr;  Williams.  At  that  interview  I  told  the  Secretary  that  'i^as  a 
situation  that  might  be  of  interest  to  the  Government. 

Senator  Gronna.'  Is  it  reasonable  to  suppose  that  your  brother,  or 
your  brother-in-law,  had  carried  on  negotiations  with  these  pec^le 
before  they  came  to  your  office  ? 

Mr.  Williams.  He  had  been  counsel  for  them  since  1914.  As  this 
record  which  was  read  this  morning,  but  which  you  have  not  seen. 
shows,  they  have  been  the  counsel  in  the  whole  matter. 

The  Chairman.  Do  you  know  whether  the  building  was  completed 
by  Winston  &  Co.  after  the  Government  bought  it? 

Mr.  Williams.  I  do  not  know.  I  have  never  seen  the  contract  be- 
tween the  Government  and  Winston  &  Co.  and  know  nothing  of  its 
details,  but  my  impression  is  that  the  corporation  or  firm  of  Winston 
&  Co.,  who  controlled  the  building,  entered  into  some  contract  with 
the  Government  for  its  continued  erection.  It  was  partly  under  way. 
That  was  simply  information  which  I  would  have  as  a  citizen.  As 
I  say,  I  have  never  seen  the  contract,  and  know  nothing  of  its  pro- 
visions. 

The  Chairman.  You  do  not  know  how  much  Winston  &  Co.  made? 

Mr.  Williams.  I  do  not  know  whether  they  made  anything  or 
whether  thej'  lost,  and  had  no  interest  in  their  profits  or  their  losses. 

The  Chairman.  You  know  nothing  about  their  estimates  amount- 
ing to  more  than  $3,000,000  ? 

Mr.  Williams.  Nothing  whatever. 

The  Chairman.  After  the  building,  as  I  understand  you,  was  80 
per  cent  completed 

Senator  Fletcher  (interrupting).  Oh,  no. 

The  Chairman.  I  understand.  Senator,  that  the  part  of  the  build- 
ing that  was  completed  was  included  in  this  price  of  $3,000,000.  But 
my  point  is  that  after  the  contract  was  made,  how  much  more  was 
reguii-ed  from  the  Government? 

Mr.  Williams.  I  have  not  the  slightest  idea ;  not  the  remotest. 

The  Chairman.  What  estimate  was  made  on  the  portion  of  the 
building  that  was  already  completed? 

Mr.  Williams.  I  do  not  know  anything  more  than  what  you  see 
in  the  letter  of  Secretary  McAdoo  to  Senator  Phelan. 

The  Chair3ian.  Very  well. 

Senator  Fletcher.  You  mean  to  say  you  had  no  interest  in  the 
matter  whatever? 

Mr.  Williams.  Nothing  at  the  time,  and  never  expected  to  have, 
and  would  not  under  any  circumstances  have  had ;  and  when  Winston 
&  Co.,  accompanied,  I  think,  by  their  counsel,  my  brother-in-law, 
called  at  my  office — which  I  think  was  in  the  latter  part  of  1917 — 
and  suggested  the  matter,  I  had  a  talk  with  them,  as  I  would  with 
any  person  coming  with  a  proposition  which  they  might  desire  to 
submit  to  the  Secretary  of  the  Treasury,  with  a  view  to  ascertaining 
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what  the  situation  was  and  what  their  proposition  was.  I  would 
not  undertake  to  brine  a  matter  before  the  Secretary  of  the  Treas- 
ury unless  it  presented  prima  facie  evidence  of  being  worthy  of  his 
attention,  ana  they  discussed  kt  the  time  the  cost  of  the  buildin^^ 
the  possibilities  of  it,  and  may  have  presented  some  memoranda  in 
regard  to  that. 

As  to  the  details  of  it,  I  do  not  recall.  But  they  did  satisfy  me  that 
the  situation  was  a  meritorous  one  in  view  of  the  great  pressure 
which  there  was  for  office  space  at  that  tune.  My  own  omce,  the 
Comptroller's  Office,  has  lived  under  very  great  and  serious  disad- 
vantages the  past  several  years  because  of  lack  of  space.  In  some  of 
our  divisions  there  our  operatives  are  working  with  less  cubic  feet 
than  are  required  by  the  health  regulations,  and  I  have  been  trying, 
as  the  records  show,  for  several  years  to  get  more  and  more  space 
to  accommodate  my  office. 

The  Chairman.  Did  jou  get  additional  space? 

Mr.  Williams.  We  did  not  get  what  we  need. 

The  Chairman.  That  does  not  answer  my  question.  I  asked  you 
if  you  had  not  gotten  additional  space. 

Mr.  Williams.  We  got  some  from  time  to  time. 

The  Chairman.  Did  you  get  any  space  in  this  building? 

Mr.  Williams.  No;  never. 

The  Chairman.  Proceed. 

Mr.  Williams.  As  I  say,  I  did  no  more  than  I  would  do  with  any 
responsible  individual  who  had  a  business  matter  which  prima  facie 
might  be  of  interest  to  the  Government,  in  introducing  them  to 
Secretary  McAdoo.  I  think  Secretary  McAdoo,  as  a  matter  of  fact, 
knew  my  brother  already,  but  he  did  not  know  Winston  &  Co. 

In  regard  to  Winston  &  Co.,  I  may  say  that  they  have  done  busi- 
ness in  a  large  way  for  a  great  many  years.  Corporations,  I  think^ 
with  which  I  have  been  connected  at  different  times,  have  given  them 
contracts.  I  think  I  recall  that  15  or  20  years  ago,  probably  20 
years  ago,  the  firm  with  which  I  was  formerly  connected  in  Rich- 
mond gave  that  firm  the  contract  for  the  hydraulic  development  of 
the  James  River  at  Richmond,  and  I  had  reason  to  believe  that  they 
were  a  reputable  firm  that  would  deal  in  good  faith,  and  would  carry 
out  in  good  faith  whatever  contracts  they  were  likely  to  enter  into. 

Senator  Gronna.  As  I  understand  it,  Mr.  Williams,  this  trans- 
action was  closed  and  completed  by  the  Treasury  officials. 

Mr.  Williams.  Unquestionably,  and  I  had  nothing  whatever  to 
do  with  it. 

Senator  Gronna.  And  you  had  nothing  to  do  with  it? 

Mr.  Williams.  Nothing  whatever,  bej'ond  bringing  it  to  the  at- 
tention of  the  Secretary  of  the  Treasury. 

Senator  (iron n a.  I  can  realize  to  some  extent  the  difficulties  that 
these  officials  have,  the  same  as  we  have  as  Members  of  Congress, 
in  being  able  to  use  the  public  money  in  the  way  that  it  ought  to  be 
used.  We  vote  for  appropriations  sometimes  that  perhaps  we  would 
not  vote  for  if  it  was  our  own  money — and  while  we  are  subject  to  crit- 
icism for  that,  as  long  as  we  do  not  profit  from  it,  as  long  as  no 
Member  of  Congress  receives  any  profit  from  it,  we  can  not  be 
condemned  as  being  guilty  of  any  violation  of  law.  We  may  not 
use  the  best  of  judgment.  It  seems  to  me,  though,  that  in  a  trans- 
action as  large  as  this  one  we  ought  to  have  more  explanation  from 
the  parties  who  were  really  parties  to  the  whole  transaction. 
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Mr.  WnjjAMfl.  Why  not  get  the  Supervising  Architect  of  the 
Treasury  to  explain  itt 

Senator  Gbonna.  I  did  not  know  which  partjr  really  was  respon- 
sible for  this  purchase.  Of  course,  I  assume  that  the  Secretary  of 
the  Treasury  is  really  the  official  responsible  for  it 

Mr.  Wnj.TAMS.  Yes. 

Senator  Gsonna.  I  can  see  no  reason  why  we  should  charge  the 
Comptroller  of  the  Currency  with  even  any  irregularity  in  the  pur- 
chase of  this  property,  althou^  the  price  may  be  too  high. 

Mr.  Williams.  Nor  should  you  credit  him  with  it  if  the  price 
were  too  low. 

Senator  Gik)nka.  No.  But  as  long  as  these  charges  have  been 
made,  I  think  for  your  own  protection,  Mr.  Williams,  and  for  the 
protection  of  the  good  name  of  all  law-abiding  citizens,  and  espe- 
cially for  the  purpose  of  giving  the  committee  uie  benefit,  we  ought 
to  have  a  full  explanation  mm.  the  Treasury  Department,  from 
those  who  really  closed  this  deal. 

Mr.  WnxiAics.  I  have  not  the  slighest  doubt  but  they  would 
be  cheerful  to  give  it  to  you. 

Senator  Gronna.  We  ought  to  know  whether  there  was  any  com- 
mission paid — that  is,  of  course,  immaterial  so  far  as  you  are  con- 
cerned— ^to  these  people,  and  what. 

Mr.  WiLUAMs.  No  commission  was  paid,  as  I  understand  it,  to 
anyone,  Senator. 

Senator  Gronna.  I  take  it  that  Winston  &  Co.  would  not  go  into 
this  bigdeal  without  making  something  out  of  it. 

Mr.  WiujAMS.  I  do  not  understand  that  they  paid  any  commis- 
sion to  anyone.  There  was  a  bill  for  legal  services  rendered,  the 
charad;er  of  which  legal  services  has  been  read  to  this  committee 
this  morning. 

Senator  Gronna.  That  is  exactly  the  information  I  would  like  to 
have.  The  information  I  would  like  to  have  is  what  commission 
was  made  out  of  this,  and  what  was  paid  for  legal  services  in  the 
whole  transaction.  We,  of  course,  can  figure  out  what  it  ultimateJy 
will  cost  the  Government  of  the  United  States.  The  Government  has 
to  foot  the  bills.  There  is  no  question  about  that  If  the  attorneys 
who  acted  as  attorneys  in  this  transaction,  and  acted  in  the  purchase 
in  a  legitimate  way,  received  no  commission 

Mr.  Wiujams.  I  do  not  understand  they  received  any  commission. 
They  received  a  fee  for  their  legal  services  rendered,  which  are  de- 
tailed in  that  memorandum  there. 

Senator  Gronna.  Perhaps  I  should  have  said  fee. 

Mr.  WnxiAMS.  For  professional  services. 

Senator  Gronna.  For  professional  services. 

Mr.  Williams.  Yes. 

Senator  Gronna.  But,  anyway,  I  think  the  committee  ought  to 
have  that  information,  and  as  one  member  of  this  committee,  I 
would  like  to  have  the  whole  transaction.  I  would  like  to  have  a 
statement  of  it. 

Mr.  Williams.  Yes,  sir. 

Senator  Flbtcher.  Mr.  Chairman,  in  that  connection  let  me  say 
that  the  comptroller  has  put  in  the  record  here  the  statement  of 
the  transaction  from  the  Secretary  of  the  Treasury.  •  That  is  all  in 
the  record.    I  do  not  understand  we  are  concerned  with  inquiring 
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into  that  Arlington  transaction.  I  am  perfectly  willing  to  go  into 
it,  but  I  suggest  that  if  we  want  to  go  into  it,  let  us  take  a  day  off, 
after  we  get  to  a  vacation,  and  spend  our  vacation  in  inquiring  about 
that  sort  of  thing. 

The  Chairman.  No.  Mr.  Williams  is  replying  to  this  published 
statement  that  he  did  get  a  commission. 

Senator  Fletcher.  That  is  perfectly  proper.  But  why  go  into  the 
whole  calculation  as  to  the  Arlington  site? 

Senator  Gronna.  May  I  be  permitted  to  speak  for  myself  as  a 
member  of  this  committee ^ 

Senator  Fletcher.  Allow  me  to  say.  Senator,  I  have  no  objection 
to  doing  that,  but  I  do  not  think  we  ought  now  to  stop  and  go  into 
tiiat.  The  point  I  make  is  that  we  are  here  to  answer  a  specific  charge 
with  reference  to  the  comptroller.  Why  not  let  us  connne  ourselves 
to  that  for  the  present?  If  we  want  to  take  up  the  other  matter 
later,  all  well  and  good.  But  for  the  present  let  us  keep  to  the  point 
at  issue. 

The  Chairman.  You  will  have  to  give  me  credit  for  trying  to  keep 
to  the  point. 

Senator  Fletcher.  I  am  simply  saying,  with  reference  to  Senator 
Gronna's  desire  to  go  into  the  whole  matter,  let  us  postpone  that  for 
the  present,  and  let  us  confine  ourselves  to  this  one  thing. 

Senator  Gronna.  If  the  committee  thinks  it  is  unimportant  I  shall 
find  some  other  way  to  satisfy  myself  with  reference  to  that.  I  think 
that  it  has  some  bearing  upon  this  case.  I  think  that  not  only  this 
committee,  but  every  citizen  of  this  country,  is  entitled  to  know  how 
we  transact  business.  They  are  entitled  to  know  how  Members  of 
Confess  transact  business.  They  are  entitled  to  know  how  these 
public  officials  transact  it. 

Senator  Fletcher.  On  an  inquiry  as  to  the  qualifications  of  the 
Comptroller  of  the  Currency? 

Senator  Gronna.  The  public  pays  these  bills.  We  realize  that. 
While  we  are  sitting  here  appropriating  money  by  the  millions  and 
by  the  billions,  assuming  that  we  are  paying  it,  so  far  as  I  am  con- 
cerned, I  am  paying  only  a  very  small  portion  of  it.  The  people 
throughout  the  country  are  paying  for  it. 

Senator  Fletcher.  What  has  that  to  do  with  the  Comptroller  of 
the  Currency? 

Senator  (jronna.  It  has  a  lot  to  do  with  it,  because  thev  are  re- 
sponsible  to  the  people  of  this  country,  the  same  as  a  Member  of  Con- 
gress is  responsible.  If  we  appropriate  money  lavishly  and  fool- 
ishly, the  public  is  certainly  interested.  The  public  officials  of  this 
Government  spend  more  money  than  is  necessary  in  building  institu- 
tions, and  to  carry  on  this  Government,  and  not  only  this  committee 
but  the  public  is  entitled  to  know  it.  This  idea  that  simply  because  a 
man  has  been  elected  to  an  official  position,  or  been  appointed  to  a 
position,  he  is  a  sort  of  a  ruling  power,  does  not  go  very  far  with  me, 
and  so  far  as  I  am  personally  concerned  I  think  that  it  has  a  lot  to 
do  with  it,  and  it  has  a  bearing  upon  this  case. 

It  has  been  spread  all  over  this  country^  that  public  officials,  men 
holding  the  highest  positions  as  officials  in  this  great  Government, 
are  guilty  of  gross  misconduct.  It  is  due  these  public  officials  that 
the  facts  should  be  known,  not  only  to  this  committee,  but  to  the  peo- 
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pie  of  the  entire  country.  I  regard  it  as  a  most  unfortunate  things 
especially  at  this  time,  to  have  the  people  of  this  country  feel  that 
their  servants,  so  to  speak,  are  guilty  of  gross  misconduct.  I  shall 
not  insist  on  it.  Senator,  but  I  believe  you  are  mistaken  in  your  con- 
elusions  that  this  has  no  bearing  on  this  case. 

Senator  Fletcher.  I  am  not  disposed  to  question  anything  the 
Senator  has  said.  There  is  no  use  mdulging  in  a  stump  speech  or 
lecture. 

Senator  Gronna.  It  is  seldom  that  I  make  a  stmnp  speech,  as  they  • 
are  generally  made  by  the  Members  who  associate  with  me,  but  I  am  *'■ 
commit'  to  that  age  where  I  believe  from  now  on  I  shall  take  the  - 
liberty^  when  the  spirit  moves  me^  of  making  a  speech. 

Sentrtbr  Fletcher.  I  do  not  object  to  the  Senator  doing  that.     Hia 
speech^  are  always  very  interesting.    The  point  I  make  is  that  if  v 
the  comptroller  had  nothing  to  do  with  this  transaction,  what  bearing 
has  it  any  more  on  him  as  an  official  than  it  has  on  the  Secretary  of 
War? 

Senator  Gronna.  I  am  a  layman,  Senator  Fletcher.  You  are  a 
good  lawyer,  I  know  you  are,  and  I  am  only  a  layman.  Certainly 
you  do  not  want  to  talce  advantage  of  me  and  say  this  is  the  way  you 
try  a  lawsuit? 

Senator  Fletcher.  Oh,  no. 

Senator  Gronna.  Of  course  not. 

The  CHAraMAN.  I  think  the  question  of  whether  the  commissions 
were  in  fact  paid  or  not  is  proper,  and  I  assume,  from  what  the 
comptroller  says,  that  the  matter  was,  in  the  first  instance,  certainly 
in  charge  of  the  Secretary  of  the  Treasury. 

Mr.  WH.LIAM8.  Yes,  sir. 

The  CnAniMAN.  And  that  he  would  be  able  to  furnish  the  commit- 
tee with  a  statement  as  to  what  the  building  cost. 

Mr.  Williams.  Yes,  sir.  I  suggested  while  you  were  out  that  the 
Supervising  Architect  might  give  you  the  details. 

The  Chairman.  Will  you  see  that  we  get  a  statement  of  the  final 
cost  of  this  building? 

Mr.  Williams.  I  shall  request  it  from  the  Secretary  of  the 
Treasury. 

Senator  Gronna.  I  have  been  saying  this  for  Mr.  Williams's  sake 
as  much  as  for  my  own. 

Mr.  Williams.  Of  course,  I  want  you  to  understand  I  ask  the 
closest  scrutiny.  I  do  not  want  any  matter  left  in  a  state  of  doubt. 
I  want  every  point  cleared  up. 

The  Chairman.  With  that  understanding  you  may  proceed,  Mr. 
Williams. 

Senator  Newberry.  May  I  ask  just  one  question? 

The  Chairman.  Ccrtainlv. 

Senator  Newberry.  As  t  understand,  no  money  was  ever  specifi- 
cally appropriated  for  this  property  or  for  the  building,  was  it? 

The  (jHAiR^iAN.  I  think  so. 

Senator  Newt^erry.  Or  was  it  all  paid  out  of  the  emergency  fund? 
I  just  want  to  know  that. 

Mr.  Williams.  There  is  very  little  more  of  Secretary  McAdoo's 
letter  to  Senator  Phelan,  if  I  may  finish  that. 

(Mr.  Williams  thereupon  concluded  reading  the  letter  referred  to.) 

Mr.  Williams.  Now,  Senator  Newberrj^  here  is  a  statement  in  a 
letter  dated  March  22, 1918,  from  Secretary  McAdoo  to  the  President^ 
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in  regard  to  acquiring  that  site.  I  will  ask  that  it  be  put  in  but  not 
read,  unless  you  desire  it  read. 

The  Chairman.  If  it  is  material. 

Mr.  Williams.  It  answers  the  question  Senator  Newberry  asked. 

The  Chairman.  Have  you  read  it? 

Mr.  Williams.  It  is  here.    I  have  not  read  it  yet. 

The  Chairman.  You  have  never  read  it? 

Mr.  Williams.  I  do  not  know  whether  I  have  read  it  carefully.  I 
know  what  it  is. 

The  Chairman.  Can  you  answer  his  question  as  to  whether  this 
money  was  appropriated  specifically  of  whether  it  was  taken  out  of 
the  emergency  fund? 

Mr.  Williams.  This  is  a  request,  as  I  understand  it,  from  Secre- 
tary McAdoo  to  the  President  that  he  acquire,  out  of  the  $1,000,000 
fund,  this  building. 

The  Chairman.  That  answers  the  question.  There  is  no  use  cum- 
bering the  record  with  that  long  letter. 

Mr.  Williams.  I  merely  call  attention  to  it  as  explaining  the  rea- 
sons why  Secretary  McAdoo  requested  the  President  to  acquire  the 
property. 

The  Chairman.  Let  it  go  in,  then,  without  reading,  if  you  want  it. 

Mr.  Williams.  Here  is  a  letter  from  the  House  of  Representatives' 
Committee  on  Rules,  as  follows : 

House  of  Representatives,  United  States, 

Committee  on  Rules, 
Washington,  D.  C,  March  4,  1918. 
Hon.  William  G.  McAdoo, 

Secretary  of  the  Treasury,  Washingtony  D.  C, 

Dear  Mr.  McAdoo:  The  intimation  is  being  made  that  a  certain  official  of 
the  Treasury  Department  is  financially  interested  in  the  sale  of  the  Arlington 
property  to  the  Government.  The  intimation  is  not  made  publicly,  and  is  quite 
indefinite  in  form,  nevertheless  the  insinuation  is  being  thrown  out  among 
Members  of  the  House  that  some  official  of  the  Treasury  will  probably  receive 
financial  benefit  if  the  proposed  sale  to  the  Government  is  consummated. 

I  thought  I  ought  to  call  your  attention  to  this  matter.  Of  course,  I  know 
that,  so  far  as  you  are  concerned,  only  the  best  interests  of  the  Government 
prompts  your  action.  And,  because  I  feel  that  the  proposal  covers  no  Job,  is 
absolutely  clean  in  every  way,  I  do  not  hesitate  to  bring  the  matter  to  your 
attention. 

Cordially,  your  friend,  Edw.  W.  Pou. 

To  which  Secretary  McAdoo  wrote  this  letter,  which,  when  this 
matter  came  up,  I*  obtained  from  the  Treasury  files : 

March  4,  1918. 

Dear  Mr.  Pou:  I  am  just  in  receipt  of  your  letter  of  the  4th  instant,  and 
thank  you  for  it.  I  am  nmaze<l  to  learn  from  your  letter  that  "  the  intimation 
is  being  made  that  a  certain  official  of  the  Treasury  Department  is  financially 
interested  in  the  sale  of  the  Arlington  property  to  the  Government."  It  is 
needle&s  for  me  to  say  that  this  is  absolutely  false.  I  should  be  very  glad,  in" 
deed,  if  you  could  learn  and  give  me  the  name  of  anybody  connected  with  the 
Treasury  Department  concerning  whom  any  such  Intimations  are  being  made. 

I  learn,  upon  inquiry,  that  the  law  firm  of  Williams  &  Mullen,  of  Richmond, 
Va..  have  for  years  been  the  coun.sel  for  Winston  &  Co.,  general  contractors, 
which  firm  of  contractors  and  their  associates  are  the  owners  of  the  stock  of 
the  Arlington  Co.,  which  owns  the  site  and  is  erecting  the  so-called  Arlington 
Building. 

The  Mr.  Williams,  of  the  law  firm  of  Williams  &  Mullen,  is  a  brother-in-law 
of  Mr.  Williams,  the  Comptroller  of  the  Treasury,  but  I  am  told  that  he  is 
not  and  has  never  had  any  financial  interest  in  the  firm  of  his  clients,  Winston 
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&  Co.,  nor  «nv  ftnnnr'inl  interwt  whatever  In  the  Arlington  Co.,  or  any  otber 
company  connected  directly  or  indirectly  therewith. 

It  is  needlessc  for  me  to  say  to  you  that  the  Comptroller  of  the  Currency,  Mr. 
John  Skelton  Williams,  has  no  interest  whatever,  nor  ever  has  had,  In  the 
Arllnfrton  Co.,  nor  with  nny  Individnnl  or  firm  connected  therewith  in  any 
manner,  shape,  or  form.  I  am  advised  that  no  member  of  the  Williams  family 
has  any  interest  whatever  in  the  Arlington  property. 

The  thing  resolves  itself  merely  Into  a  question  of  getting  sufilcient  space 
to  house  the  activities  of  the  Treasury  Department,  nctivitles  of  such  vital 
Importance  to  the  country  that  provision  must  he  made  for  them  without  delay. 
I  know  of  no  way  that  the  essential  office  space  can  he  had  so  quickly  and,  to  my 
mind,  80  advantageously  as  by  the  purchase  of  the  Arlington  Building.  If  any 
other  way  can  be  devised  by  the  Congress  to  meet  the  needs  of  the  Treasury 
Department  as  quickly  and  as  satisfactorily,  or  as  quickly  If  not  as  satisfac- 
torily, I  shall  be  most  happy  to  have  It  done. 

Faithfully,  yours,  W.  O.  McAdoo. 

Hon,  Kdward  W.  Pou, 

House  of  Representatives. 

(The  letters  in  the  Congressional  Record  of  May  18,  1918,  are  as 
follows:) 

Treasvuy  Department. 

Washington,  May  IS,  1918, 

]My  Dear  Senator:  I  have  your  letter  of  the  2d  instant  regarding  the 
Arlington  propery  and  am  glad  to  write  .vou  fully  on  the  subject. 

The  work  of  the  Treasury  Department  has  assumed  such  pr(H)ortions  that 
the  question  of  suitable  quarters  to  accommodate  the  largely  Increased  force 
required  in  the  transaction  of  the  public  business  and  to  care  for  the  valuable  ^ 
records  of  the  department  has  become  a  serious  problem. 

Two  bureaus  of  the  department  alone — the  War  Risk  Insurance  and  Internal 
Revenue — require  500,000  square  feet  and  have  been  forced,  owing  to  lack  of 
suitable  buildings.  Into  quarters  In  a  large  number  of  rented  buildings  scattered 
all  over  the  city,  which  has  greatly  Interfered  with  the  efficiency  of  the  bureaus. 
At  present  the  War  Risk  Insurance  Bureau  Is  being  administered  in  U  different 
buildings  In  Washington,  and  the  Internal  Revenue  Bureau  In  10  different 
buildings.  This  is  deplorable  from  the  administrative  standpoint,  but  even  a 
more  serious  feature  Is  the  fact  that  the  Invaluable  and  Irreplaceable  records  of 
these  two  bureaus  are  now  stored  In  no  fireproof  buildings  and  might  be 
destroyed,  to  say  nothing  of  the  possibility  of  loss  of  human  life  because  of  the 
overcrowded  conditions  under  which  the  employees  are  forced  to  work. 

The  War  Risk  Insurance  Bureau  Is  charged  with  the  very  Important  war  duty 
of  collecting  and  recording  the  data  upon  which  allotments  and  allowances 
are  paid  to  the  dependents  of  our  soldiers  and  sailors  and  of  making  the 
necessary  awards,  and  writing  and  mailing  the  monthly  checks  for  their 
payment.  It  Is  also  charged  with  the  duty  of  passing  upon  and  paying  com- 
pensation claims,  representing  more  than  2.000,000  risks,  arising  from  the 
death  or  disability  of  our  soldiers  and  sailors,  and  of  receiving  and  recording 
applications  for  insurance  and  passing  upon  and  paying  claims  arising  from 
death  or  disability  of  those  who  have  taken  out  Insurance,  rp  to  drte  more- 
than  1,000.000  of  these  applications  have  been  received,  representing  more 
than  $16,000,000,000  of  Insurance,  a  larger  amount  than  the  total  Insurance 
In  force  upon  the  books  of  the  20  largest  life  insurance  companies  In  the  world 
combined. 

It  is  obvious  that  promptness  and  accuracy  In  the  performance  of  all  of  this 
work  Is  essentially  Important,  and  also  that  It  Is  of  the  highest  Importance 
that  steps  be  taken  that  nothing  be  left  undone  to  preserve  these  records  from 
every  possible  hazard  of  loss. 

At  present  3,700  regular  employees  of  this  bureau  are  scattered  in  various 
parts  of  the  city,  none  of  the  buildings  being  adapted  to  the  Important  re- 
quirements of  the  work,  and  most  of  them  are  highly  combustible. 

This  separation  of  the  forces  of  the  bureau  has  constituted  the  chief  obstacle 
to  Its  efficiency,  and  has  necessarily  resulted  in  delays  and  inaccuracies,  espe- 
cially in  regrettable  delays  in  replying  to  thousands  of  letters  received  daily 
making  inquiries  regarding  matters  pertaining  to  the  work  of  the  bureau.  No 
one  department  or  section  of  this  bureau  can  stand  alone :  records  and  papers 
have  to  be  moved  by  truck  or  messenger  from  one  building  to  another:  hundreds 
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of  thousands  of  records  and  cards  have  to  be  transported  almost  dally  between 
the  accounts  section  in  the  Carroll  Institute  to  the  disbursing  office,  Fourteenth 
and  E  Streets;  thousands  of  pieces  of  correspondence  have  to  be  transported 
daily  between  each  and  every  one  of  the  11  different  buildings  in  which  the 
bureau  is  forced  to  operate  for  lack  of  suitable  fireproof  building. 

Largely  similar  conditions  obtain  with  respect  to  the  Internal  Revenue 
Bureau,  the  important  work  of  which  is  now  compelled  to  be  scattered  in  10 
buildings,  in  addition  to  quarters  which  it  occupies  in  the  Treasury  Building. 

The  activities  of  these  two  bureaus  are  equaled  in  a  large  measure  by  other 
bureaus  of  the  Treasury  which  administer  the  liberty-bond  issue.  It  is  im- 
possible to  describe  the  difficulties  under  which  the  Treasury  is  now  laboring 
in  its  effort  not  only  to  raise  essential  money  through  the  sale  of  liberty  bonds, 
but  to  find  room  for  the  employees  to  work  in  order  to  turn  these  bonds  out 
promptly  and  deliver  them  to  purchasers  throughout  the  country.  The  corridors 
of  the  Treasury  Building,  where  light  and  ventilation  are  poor,  must  be  used 
from  time  to  time  for  this  service.  It  is  an  injustice  to  the  employees  and  a 
reproach  to  the  (Jovemment. 

The  Railroad  Administration  will  require  a  large  amount  of  space  in  order 
to  efficiently  manage  the  railroads  of  the  United  States  now  in  the  possessicm 
and  control  of  the  Government.  The  Interstate  Ckimmerce  Commission  has  been 
good  enough  to  give  me  as  much  space  In  their  building  as  could  be  spared, 
but  it  is  wholly  insufficient.  The  Railroad  Administration  Is  seriously  hampered 
even  now  for  want  of  space,  and  that  condition  will  grow  more  acute  each  day. 

The  War  Finance  Corporation,  just  being  organized,  must  have  adequate 
space  in  which  to  do  the  important  work  assigned  to  it.  This  work  will  con- 
stantly increase  with  the  progress  of  the  war,  and  room  must  be  provided  for 
tliat  purpose. 

The  responsbilltles  resting  upon  the  Secretary  of  the  Treasury  are  numerous 
and  Important,  and  It  adds  enormously  to  his  burdens  if  the  agencies  under  his 
control  are  unneces-sarlly  scattered.  Efficiency  of  administration  will  be  greatly 
promoted  by  the  consolidation,  as  far  as  practicable,  of  these  great  and  respon- 
sible activities. 

It  will  be  evident  from  this  that  the  providing  of  adequate  quarters  for  all 
these  activities  is  a  war  emergency  of  the  most  serious  character,  and  it  ap- 
peared much  more  economical  and  much  more  advantageous  to  secure  the  Ar- 
lington property  and  complete  the  building  than  to  erect  temporary  combustible 
structures,  which  would  present  a  large  loss  in  the  end  and  be  wholly  unsatis- 
factory for  the  purpose  In  view.  The  erection  of  a  permanent  building  on  some 
other  site  would  have  involved  great  delay  and  the  loss  of  very  valuable  time 
through  the  razing  of  standing  buildings  and  the  beginning  of  operations. 
Moreover,  the  activities  of  the  Treasury  Department,  even  after  the  restoration 
of  peace,  will  necessitate  the  use  of  the  Arlington  Building  for  a  long  period  of 
time,  if  not  permanently. 

I  note  the  question  is  asked  why  the  Treasury  Annex  at  the  comer  of  Penn- 
sylvania Avenue  and  Madison  Place  will  not  be  sufficient.  The  construction  of 
that  building  has  commenced  and  the  building  will  be  completed  in  February 
of  next  year,  but  It  will  contain  less  than  100,000  square  feet  of  office  space, 
and  will,  therefore,  not  accommodate  one-half  of  the  Internal-Revenue  Bureau, 
which  alone  requires  250,000  square  feet. 

The  fact  is  that  without  the  prospect  of  having  the  Arlington  Building  soon 
the  situation  would  be  exceedingly  critical.  The  price  paid  for  the  property  is 
reasonable,  and  If  It  were  not  for  the  fact  that  a  considerable  number  of  sub- 
contracts have  been  let  for  the  main  building  and  much  material  fabricated  the 
cost  would  be  considerably  greater — according  to  an  estimate  made  some  time 
ago  approximately  $4,306,000,  Including  site. 

At  the  time  the  Arlington  Building  (Inc.)  made  the  offer  to  the  Treasury 
Department  the  three  stories  below  ground  were  completed,  the  steelwork  of 
the  superstructure  up  to  the  second  story,  80  per  cent  of  the  rest  of  the  steel- 
work fabricated,  and  the  cutting  of  stone  for  the  facing  of  the  building  under 
way.  The  company  at  that  time  submitted  Its  subcontracts,  as  far  as  made,  for 
examination  to  the  Office  of  the  Supervising  Architect,  which  regarded  them  as 
reasonable. 

Based  on  these  data,  an  estimate  was  prepared  in  that  office  which  showed  a 
reasonable  price  for  the  complete  building  to  be  $3,122,350.  This  included 
$811,502  for  an  addition  and  $118,751  for  changes  required  by  the  Treasury  De- 
partment, vlA  improvement  in  design  and  strengthening  of  the  floor  construc- 
tion so  as  to  make  it  suitable  for  Treasury  use,  and  changes  incidental  thereto. 
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To  this  must  be  added  $1,000,000  for  the  site,  making  a  total  of  $4,122,350. 
Tabulated,  the  flares  stand  as  follows: 

Main   building $2. 192,007 

Changes 118,751 

Addition  to  the  building 811,502 

Site 1,000,000 

Total 4, 122, 350 

This  corresponds  very  closely  with  the  proposal,  which  is  for  $4,119,072.  This 
gives  a  rate  per  cubic  foot  of  slightly  over  40  cents.  That  this  Is  a  reasonable 
rate  is  shown  by  the  contract  recently  let  for  the  Treasury  Annex. 

The  bids  for  that  building  in  limestone  ranged  from  $1,145,603  to  $1^97,565. 
After  making  some  changes,  the  contract  for  the  building,  exclusive  of  tunnel, 
was  let  for  $1,079,952.  Certain  additional  Items  will  bring  the  cost  up  to  ap- 
proximately $1,140,000. 

Both  the  Arlington  Building  and  the  Treasury  Annex  are  faced  with  limestone, 
but  the  treatment  of  the  latter  is  more  elaborate,  representing  approximately 
$140,000  In  value.  After  deducting  this,  the  two  buildings  form  a  reasonable 
basis  of  comparison.  The  Treasury  Annex  contains  2^^.000  cubic  feet,  and 
would  cost,  on  the  basis  just  explained.  $1,000,000.  The  Arlington  Building  con- 
tains 7.690.000  cubic  feet  and  cost  $3,119,072.  The  figures  for  both  buildings  are 
exclusive  of  cost  of  the  site.  The  Treasury  Annex  gives  a  rate  per  cubic  foot 
of  44 J  cents  and  the  Arlington  Building  40i  cents;  or,  differently  expressed, 
the  cost  of  the  Arlington  Building,  computed  at  the  rate  of  44J  cents,  would 
be  $3,372,800,  which  Is  $253,728  more  than  the  contract  price.  Of  course,  this 
figure  Is  merely  an  approximation,  but  it  shows  that  If  competitive  bids  for 
the  Arlington  Building  were  taken  now  the  lowest  bid  would  be  considerably 
above  the  actual  contract  price.  The  lower  price  paid  for  the  Arlington  Build- 
ing is  accounted  for  by  the  fact  that  for  the  portion  of  the  building  now  com- 
pleted a  lower  labor  rate  was  paid  than  Is  now  obtainable  and  the  further  fact 
that  a  considerable  amount  of  material  is  already  fabricated.  Since  the  pur- 
chase of  the  building  by  the  Government  the  cost  of  ordinary  labor  has  ad- 
vanced from  30  to  40  cents  an  hour,  or  an  increase  of  33J  per  cent 

As  already  stated,  the  proposal  of  the  Arlington  Building  (Inc.)  for  the 
main  building,  addition  thereto,  and  site  is  $4,119,072.  but  in  order  to  have  a 
fund  for  contingencies  and  miscellaneous  expenses,  such  as  the  Installation  of 
electric  connections  for  addressographs  and  other  electrically  operated  ma- 
chines, for  shades,  awnings,  etc..  the  Treasury  Department  requested  an  ap- 
propriation of  .$4,200,000.  which  leaves  a  balance  to  be  used  by  the  Treasury 
Department  of  $80,928. 

Tliere  seems  to  be  an  impression  that  the  department  is  acquiring  only  the 
building  originally  contemplated  by  the  Arlington  Building  (Inc.).  As  a  matter 
of  fact,  it  is  acquiring  two  buildings,  viz,  the  main  building,  which  is  now  In 
course  of  constniction,  and  an  addition  thereto  on  I  Street,  which  has  not  yet 
been  commenced.  The  latter  contains  an  area  approximately  one-third  that 
of  the  main  building,  and  the  two  buildings  combined  cover  the  whole  lot  of  1\ 
acres,  leaving  only  such  areas  not  built  upon  as  are  necessary  for  proper  light 
and  ventilation. 

The  site,  comprising  lots  24  and  25  and  containing  1§  acres,  of  58.080  square 
feet,  with  the  Arlington  Hotel  Building  thereon,  was  sold  In  1912,  as  ascer- 
tained from  the  District  assessor,  for  $1,400,(KX).  On  January  29,  1914,  the  site 
was  sold  under  forced  sale  for  $850,0()0.  This  sale,  however,  was  not  consum- 
mated, and  at  an  auction  sale  a  week  later,  viz,  on  February  5,  1914,  the  site 
was  sold  to  the  Arlington  Building  (Inc.)  for  $847,000.  The  expenses  connected 
with  the  sale  brought  the  price  up  to  $858.(KX). 

When  the  department  was  first  considering  the  acquisition  of  the  property 
in  December.  1917,  and  January,  1918.  it  obtained  three  appraisals  of  the  site 
by  real  estate  experts,  one  of  whom  was  the  District  assessor.  The  three 
valuations  were  as  follows: 

First $1, 257, 745 

Second,  DLstrict  assessor 1,042,821 

Third.  .$900,000  to  $950,000,  average 1 925,000 

The  average  of  the  three  valuations  is  $1,075,188. 

After  obtaining  these  valuations,  the  department  felt  justified  in  allowing 
$1,000,000  as  the  value  of  the  site. 
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The  main  building  covers  approximately  1  acre  and  is,  in  all,  14  stories  in 
height,  3  of  which  are  below  grade.  The  addition  covers  the  remaining  one- 
third  acre  of  the  site  and  corresponds  In  the  number  of  stories  and  construc- 
tion to  the  main  building.  The  building  has  a  frontage  of  70  feet  on  H  Street, 
851  feet  on  Vermont  Avenue,  and  315  feet  on  I  Street.  The  three  stories  below 
grade  have  floors  deslgnged  for  a  safe  load  of  300  pounds  per  square  foot  and 
are  peculiarly  adapted  for  storing  the  flies  of  the  War-Risk  Insurance  and 
Internal-Revenue  Bureaus. 

The  floors  of  the  11  stories  of  the  superstructure  are  designed  to  carry  a 
Uve  load  of  100  pounds  per  square  foot  for  offices  and  120  pounds  for  corridors. 
The  buildthg  has  a  total  floor  area  of  608,000  square  feet,  of  which  471,000 
square  feet  is  available  for  offlces.  This  is  about  twice  the  ofllce  space  con- 
tained in  the  Treasury  Department  Building. 

The  impression  that  the  building  as  designed  was  unsafe  is  erroneous. 

At  this  time  it  is  not  possible  to  rent  offlce  space  of  any  considerable  arean 
but  when  obtainable  in  small  areas.  $1.50  per  square  foot  Is  not  an  unusui»^ 
price.  In  ordinary  times  90  cents  per  square  foot  is  the  usual  price  for  space 
In  a  modem  office  building  in  a  good  location,  and  half  that  amount  for  filing 
space.  In  the  following  tabulated  comparison  these  figures  have  been  used, 
and  on  this  basis  show  an  annual  saving  of  $78390 : 

Interest  on  cost  of  Investment  4  per  cent  of  $4.200.000 $168, 000 

Depreciation  and  repairs,  21  per  cent  on  $3,2^)0,000 80,000 

Operation,  27  cents  per  square  foot  gross  floor  area 164, 160 


412,160 


Rental  charges,  including  operating  expenses,  for  a  building  of  similar 
construction  and  equally  well  located  would  not  be  less  than — 
471,000  square  feet  gross  area  of  superstructure,  at  90  cents  per 

square  foot 423,900 

137.000  square  feet  for  flies  and  storage,  at  45  cents  per  square 
foot 61.650 

485.550 
Deduct 412,160 

Annual  saving 73, 390 

Applying  the  rental  basis  to  all  the  available  space  In  the  Arlington  Building, 
the  rate  is  67f  cents  per  square  foot. 

If  you  desire  any  additional  information,  I  shall  l>e  glad  to  furnish  it. 
With  best  wishes,  I  am,  sincerely,  yours, 

W.  G.  McAdoo,  Secretary. 
Hon.  James  D.  Phclan, 

United  States  Senate. 

T  inclose  copy  of  my  letter  to  the  President  on  the  subject  of  the  Arlington 
Building,  dated  March  22,  1918. 

Mabch  22,  1918. 

Dear  Mb.  President:  You  were  good  enough  to  approve  on  February  12  an 
estimate  which  was  promptly  submitted  to  the  Congress  for  the  purchase  by 
the  Treasury  Department  of  the  Arlington  Building,  now  under  construction, 
involving  a  cost,  including  the  proposed  annex  to  it  and  such  changes  and  modi- 
fications as  will  make  It  suitable  for  Treasury  needs,  of  $4,200,000.  A  bill  was 
promptly  introduced  In  the  House,  was  reported  favorably  by  the  Committee  on 
Public  Buildings  and  Grounds,  and  is  now  pending.  I  am  hopeful  of  early 
action  by  the  House,  but  the  calendar  is  somewhat  crowded  with  other  impor- 
tant matters,  and  I  do  not  know  when  this  bill  will  be  reached,  and  even  after 
it  has  passed  the  House  it  must  pass  the  Senate.  How  much  time  this  will 
require  I  do  not  know.  I  am  sure  that  there  Is  every  disposition  on  the  part 
of  the  House  and  the  Senate  to  expedite  consideration  of  this  matter,  but  at 
best  it  will  take  considerable  time. 

The  situation  in  the  Treasury  Department  is  so  exigent  that  I  am  deeply 
concerned  about  Its  ability  to  perform  the  vital  work  now  required  of  it  In  the 
public  interest  unless  immediate  measures  are  taken  to  provide  the  amount 
of  office  space  imperatively  demanded.    It  is  not  only  a  question  of  amount  of 
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8{)ace,  but  also  of  the  time  within  which  it  can  be  obtained.  It  is  equally  impor- 
tant that  tms  space  should  be  as  far  as  practicable  under  one  roof  in  order  that 
efficiency  and  speed  in  the  administration  of  important  functions  of  the  depart- 
ment may  be  secured.  Not  alone  that,  but  the  building  should  be  fireproof  in 
order  that  invaluable  records,  especially  those  in  connection  with  the  mdmlnia- 
tration  of  the  War  Risk  Insurance  and  Internal  Revenue  Bureaus  may  not  be 
imperiled  by  fire. 

The  Arlington  Building  is  partly  constructed.  It  will  have  suflkient  BptLC%  xo 
fill  the  Imperative  needs  of  the  Treasury,  and  If  taken  hold  of  inmiediatdly'  1^ 
the  Government,  can  be  pushed  to  prompt  completion.  If  taken  hold  of  at»w,  U 
can  also  be  constructed  with  reference  to  the  Treasury*s  particular  require- 
ments, and  in  addition  to  that  the  exterior  treatment  of  the  building  can  be 
greatly  improved  without  large  additional  cost,  so  as  to  make  it  Blt  more 
attractive  architecturally  than  the  building  as  now  designed. 

As  you  know,  the  War  Risk  Insurance  Bureau  is  now  taking  care  of  the 
dependent  families  of  our  soldiers  and  sailors  who  are  at  the  front,  is  adnuoi- 
istering  over  $12,000,000,000  of  insurance  on  the  lives  of  our  soldiers  and  sailors, 
and  is  performing  the  most  prodigous  task  of  its  kind  ever  undertaken  by  any 
Government.  This  work  is  rapidly  increasing,  and  of  necessity  must  continue  to 
increase  with  the  growing  list  of  killed  and  wounded  and  with  the  enlargement 
of  the  Army  and  Navy  which  must  come  with  the  progress  of  the  war.  The 
Internal  Itevenue  Bureau  must  continue  to  grow  as  the  war  proceeds  in  order 
to  administer  successfully  the  additional  duties  which  will  have  to  be  imposed 
upon  it.  These  two  activities  alone  require  more  than  500,000  square  feet  of 
space  in  addition  to  the  96,000  square  feet  to  be  provided  by  the  Treasury 
Annex  soon  to  be  erected  on  the  corner  of  Pennsylvania  Avenue  and  Madison 
Place.  At  present  the  War  Risk  Insurance  Bureau  is  being  administered  in 
eight  different  buildings  In  Washington,  the  Internal  Revenue  In  10  different 
buildings.  The  Inefficiency,  delay,  and  unnecessary  expense  resulting  from  this 
scattering  of  the  activities  of  these  important  bureaus  are  greater  than  I  can 
describe.  It  Is  extremely  hurtful  to  the  public  Interest.  In  fact,  it  works  an 
Injustice  to  the  dependents  of  our  soldiers  and  sailors  and  to  our  soldiers  and 
sailors  themselves,  when  the  functions  of  the  War  Risk  Bureau  are  made  in- 
efficient because  of  inadequate  office  space  in  which  to  do  the  necessary  work. 

Not  the  least  serious  feature  of  this  situation  Is  the  fact  that  the  invaluable 
and  Irreplaceable  records  of  the  War  Risk  Insurance  Bureau  and  of  the  In- 
ternal Revenue  Bureau  are  now  In  considerable  part  stored  In  nonflreproof 
buildings  and  might  l>e  destroyed,  to  say  nothing  of  the  possibilities  of  loss  of 
human  life  from  overcrowding  in  such  buildings  and  the  insanitary  conditions 
under  whch  the  employees  are  now  forced  to  work. 

The  activities  of  these  two  important  bureaus  are  equalled  in  large  measore 
by  other  bureaus  of  the  Treasury  which  administer  the  liberty-bond  issues. 
It  is  impossible  to  describe  the  difficulties  under  which  the  Treasury  is  now 
laboring  In  Its  efforts  not  only  to  raise  essential  money  through  the  sale  of 
Liberty  bonds  but  to  find  room  for  the  employees  to  work  in  order  to  turn  these 
bonds  out  promptly  and  deliver  them  to  purchasers  throughout  the  country. 
The  corridors  of  the  Treasury  building,  where  light  and  ventilation  are  poor, 
must  be  used  from  time  to  time  for  this  service.  It  is  an  Injustice  to  the 
employees  and  a  reproach  to  the  Government. 

The  Railroad  Administration  will  require  a  large  amount  of  space  In  order 
to  efficiently  manage  the  rnllroads  of  the  United  States  now  in  the  possession 
and  control  of  the  Government.  The  Interstate  CJommerce  Commlsrton  has 
been  good  enough  to  give  me  as  much  space  in  their  building  as  could  be 
spared,  but  It  is  wholly  Insufficient.  The  Railroad  Administration  is  seriously 
hampered  even  now  for  want  of  space,  and  that  condition  will  grow  more  acute 
each  dav 

The  War  Finance  Corporation,  which  will  spring  Into  existence  as  soon  as 
the  pending  law  Is  enacted  and  receives  your  approval,  must  have  adequate 
space  in  which  to  do  the  important  work  assigned  to  It.  This  work  will  con- 
stantly increase  with  the  progress  of  the  war,  and  room  must  be  provided  for 

that  purpose. 

The  responsibilities  resting  upon  the  Secretary  of  the  Treasury  are  so 
numerous  and  important  that  It  adds  enormously  to  his  burdens  if  the  agencies 
under  his  control  are  unnecessarily  scattered.  Efficiency  of  administration  will 
be  greatly  promoted  by  the  consolidation,  as  far  as  practicable,  of  these  great 
and  responsible  activities. 
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This  is  a  war  emergency  of  tlie  most  serious  character.  I  can  not  over- 
state it  Every  day  of  delay  is  aggravating  the  problem  and  imperiling  the 
public  interest  In  these  circumstances  I  am  moved  to  beg  you  to  allot  to 
the  Treasury  $4,200,000  out  of  the  war  emergency  fund  in  your  control,  with 
authority  to  expend  so  much  of  it  as  may  be  necessary  in  the  purchase  of 
the  Arlington  property  and  the  completion  of  the  building  now  under  con- 
stmction  and  in  the  erection  of  the  proposed  annex  thereto.  This  will  enable 
the  Treasury  to  get  back  of  the  contractor  and  expedite  the  work  greatly. 
If  the  Treasury  can  take  possession  of  this  pr(^)erty  immediately,  it  will  be 
possible  to  complete  a  large  part  of  the  building  and  have  it  ready  for  occu- 
pancy in  the  early  fall 

If  you  will  grant  this  request,  the  war  emergency  fund  may  be  reimbursed 
when  the  Congress  passes  the  pending  bill  for  the  purchase  of  the  Arlington 
property.  I  am  most  reluctant  to  tnake  this  request,  but  the  situation  is  so 
exigent  that  I  would  be  derelict  in  my  duty  if  I  did  not  do  so. 

I  Inclose  a  list  of  the  18  different  buildings,  together  with  a  map,  upon  which 
Is  indicated  their  location  in  the  city  of  Washington,  from  which  you  can  see 
how  widely  the  business  of  these  two  bureaus  of  the  Treasury  is  now  scattered. 

It  is  far  more  economical  and  far  more  advantageous  to  the  Government  to 
buy  the  Arlington  property  and  complete  the  building  than  to  erect  temporary 
combustible  structures,  which  would  represent  a  large  loss  In  the  end  and  be 
wholly  unsatisfactory  for  the  purposes  In  view.  Moreover,  the  activities  of  the 
Treasury  Department,  even  after  the  restoration  of  peace,  ^\ill  necessitate  the 
use  of  the  Arlington  Building  for  a  long  period  of  time.  If  not  permanently. 

There  Is  no  other  opportunity  in  Washington  which  will  meet  the  Treasury's 
Imperative  need  within  a  reasonable  time,  or  at  all,  so  far  as  I  have  been 
able  to  discover. 

With  the  earnest  hope  that  this  request  may  receive  your  prompt  and  favor- 
able consideration,  I  am. 
Faithfully,  yours, 

W.  G.  McAdoo. 

The  President, 

The  White  House. 

Inclosure. 

[Copy.l 

Note. — ^When  this  letter  was  written  the  War-Risk  Insurance  nnd  the  In 
temal-Kcvenue  Bureaus  occupied  18  buildings;  they  now  occupy  21. 

Mr.  McAdoo  and  I  were  amazed  and  disgusted,  I  may  say,  also, 
some  15  months  ago  to  hear  accidentally  that  some  such  stories  as 
those  were  being  mulled  around  or  whispered  around  the  Capitol, 
and  we  tried  at  once  to  reach  the  sources  of  those  stories,  but  were 
unsuccessful.  As  soon  as  we  heard  them  Secretary  McAdoo  wrote 
that  letter  to  Congressman  Pou,  who  was  then  chairman  of  the  Com- 
mittee on  Rules.  He  was  naturally  extremely  indignant  that  any 
such  insinuation  should  have  been  made  at  this  or  any  other  time. 

Now,  gentlemen,  I  have  tried  to  make  my  statement  as  explicit 
and  as  unqualified  as  I  could  and  to  express  my  deep  indignation 
that  any  Member  of  Congress  should  have  dared  to  make  an  insinua- 
tion of  that  sort  for  whicli  he  has  not  the  slightest  ground  or  founda- 
tion, and  then  when  invited  to.  come  here  to  face  me  this  morning 
and  to  make  his  complaint,  should  have  kept  away. 

I  can  not  help  feeling  a  little  indignant  about  it,  and  if  I  am  too 
warm  in  disc-ussing  it  I  hope  you  will  excuse  me. 

Mr.  Chairman,  I  think,  as  far  as  I  know,  that  that  covers  this 
particular  case  except  that  I  will  get  you  the  information  you  have 
asked  for. 

The  Chairman.  Does  any  member  of  the  committee  desire  to 
ask  Mr.  Williams  any  further  questions?  If  not,  do  you  want  to  go 
on  to  another  point? 
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Mr.  Williams.  I  should  like  very  much  to  have  Mr.  Jones  get 
that  matter  here  this  morning 

The  Chairman.  I  think  Mr.  Jones  is  waiting  to  read  the  testi- 
mony. I  know  he  has  not  had  an  opportunity  to  read  it  yet,  as  he 
told  me.  I  asked  him  a  few  minutes  ago^  and  he  said  he  had  uot  yet 
had  an  opportunity  to  read  it  I  this^  it  will  save  time  to  let  him 
read  it. 

Mr.  WiULiAMS.  All  right,  sir. 

The  Chairkait.  If  you  hav«  any  other  point  tiiat  you  wish  to 
bring  to  the  attention  of  the  committee  now,  you  may  do  so. 

Mr.  Williams.  I  have  not  at  this  time. 

The  Chairman.  We  will  take  a  recess  until  2  o'clock. 

(Whereupon,  at  11.25  o'clock  a.  m.,  the  committee  took  a  recess 
until  2  o'clock  p.  m.) 

afternoon  session. 

The  committee  reconvened,  at  the  expiration  of  the  recess,  at  2.10 
o'clock  p.  m. 

STATEMENT  OF  HON.  JOHN  SKELTON  WTTiTJAMB— Beinmed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  while  we  are  wait- 
ing for  the  next  witness,  Mr.  Jones,  I  ask  your  attention  for  a  short 
while  to  the  testimony  ffiven  here  in  regard  to  the  Red  Cross  de- 

fosits  and  the  Shipping  Board  deposits,  by  Messrs.  Hogan  and  Poole. 
submitted  several  days  ago  letters  from  the  assistant  treasurer  of 
the  Red  Cross  showing  the  injustice  and  incorrectness  of  the  state- 
ments which  had  been  made  in  regard  to  those  particular  deposits 
by  Messrs  Hogan  and  Poole,  and  I  now  ask  your  attention  to  certain 
matters  in  that  connection. 
On  page  159  of  the  printend  hearings  the  witness  Hogan  said : 

While  Mr.  Poole  was  giving  this  tremendous  time  and  attention  to  this 
splendid  public  work,  it  was  ob\ious  to  him  and  to  the  directors  of  his  bank 
that  the  bank  was  not  getting  anything  like  a  fair  share  of  consideration  In  con- 
nection with  the  largest  line  of  deix)sits  in  the  District  of  Ck>Iumbla — the  Gov- 
ernment deposits. 

As  to  the  general  Government  deposits  I  will  speak  in  a  few  mo- 
ments.    The  same  paragraph  continues : 

Mr.  Poole  applied  to  the  Red  Cross — 

It  seems  clear  that  what  Mr.  Poole  applied  for  was  for  Red  Cross 
deposits.  I  do  not  think  we  can  draw  any  other  conclusion  from  the 
context  than  that  he  applied  to  the  Red  Cross  for  deposits.  The  line 
goes  on : 

And  he  learned  there — 

That  is  to  say,  at  the  Red  Cross  oflSce — 

that  John  Skelton  Williams,  who  had  never  let  go,  as  I  understand,  as  treasurer 
of  the  Red  Cross,  had  indicated  the  Conmiercial  National  Bank,  a  pet  of  liis 
since  he  went  into  office,  to  get  a  line  of  something  over  $400,000  of  Red  Gross 
deposit.s,  though  the  officials  of  the  Red  Cross  at  that  time  in  charge  of  that 
particular  deposit — 

Evidently  same  deposit  to  which  he  refers,  of  $400,000  or  there- 
abouts— 

desired  to  place  it  Id  the  Federal  National  Bank. 
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It  appears  that  that  was  the  deposit  that  he  applied  for. 

I  ask  your  attention  in  that  connection  to  page  29  of  the  type- 
written edition  of  the  hearings  of  Monday,  July  14,  where  Mr.  Poole 
states  very  expressly : 

I  wanted  that  understood,  that  at  no  time  did  I  solicit  the  account  from  the 
American  Red  Cross,  nor  would. I  have  done  it,  being  one  of  its  officers,  a  mem- 
ber of  its  finance  committee,  and  cliairman  of  its  second  Red  Cross  war  fund 
of  the  Potomac  Division. 

Gentlemen,  those  statements  are  in  direct  conflict,  and  I  respect- 
fully leave  it  to  you  to  determine  which  of  those  gentlemen  is  using 
the  truth  with  penurious  frugality. 

"  I  wanted  that  understood,  that  at  no  time  did  I  solicit  the  ac- 
count from  the  American  Red  Cross,"  says  Mr.  Poole.  Mr.  Hogan 
says,  "  Mr.  Poole  applied  to  the  Red  Cross." 

It  appears  also  pretty  clear,  from  what  I  will  now  present  to  you, 
that  Mr.  Poole's  applications  to  the  Red  Cross  were  not  fruitless.  I 
submitted  a  few  days  ago  a  letter  from  the  assistant  treasurer  of  the 
Red  Cross  giving  the  balances  carried  with  the  Federal  National 
Bank  during  a  period  of  months  by  one  of  the  Red  Cross  accounts.  I 
wrote  a  letter  to  the  Red  Cross  after  the  hearing  and  asked  them 
please  to  give  me  a  statement  from  their  own  books  of  any  Red  Cross 
deposits  that  they  happened  to  have  had  by  months,  from  November, 
1917,  to  the  time  when  Mr.  Poole  states  that  he  called  upon  me  and 
he  was  given  to  understand  that  he  could  expect  no  consideration  of 
any  sort  in  the  way  of  deposits  with  which  I  had  any  connection  of 
any  sort  or  which  I  could  influence.  The  statements  of  Mr.  Poole's 
bank  show  five  Red  Cross  accounts,  one  apparently  which  he  has  had 
since  November,  1917,  or  prior  thereto — it  begins  that  year  in  this 
statement — and  continuing  to  the  present  time,  practically  a  com- 
paratively small  account.  In  November  it  had  a  balance  of  $6,000,  in 
December  $5,000,  and  at  the  present  time  a  few  hundred. 

The  Chairman.  Read  the  amounts,  please. 

Mr.  Williams.  Each  month? 

The  Chairman.  Whatever  times  you  are  calling  the  attention  of 
the  committee  to. 

Mr.  Williams.  I  read  November,  1917,  $6,000,  and  the  following 
month,  $5,000.  Shall  I  read  the  following  months — the  succeeding 
months? 

The  Chairman.  Yes. 

Mr.  Williams: 


1918 ' 

January    $7,000 

February 3,000 

March 2,500 

AprU    2.000 

May 500 

June    350 

.Tuly 350 

August    300 

September   275 

October 275 


1918— Continued. 

November $275 

December    275 

1919: 

January    225 

February    205 

March 200 

April  200 

May 200 

June    200 

July 200 


That  was  an  account  called  "  War  fund." 
The  Chaihman.  What  was  that  called  ? 

Mr.  Williams.  Apparently  "  War  fund."    I  do  not  know  what 
it  meant. 
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Tlie  Chairman.  I  thought  you  were  referring  to  Red  Cross  funds. 

Mr.  Williams.  This  was  Red  Cross,  the  "  Red  Cross,"  with  the 
words  "  war  fund  "  after  that. 

Here  is  another  account,  apparently  opened  in  January,  1918, 
about  a  month  after  his  call  at  my  office.  The  average  l>alance  in 
January  appears  to  have  been  about  $5,000. 


1918 


February  1 $30,000 

March 57,000 

April   70,000 

May 45,000 

June    30,000 

July 50,000 

Augnist    50,000 

September   45,000 

October ^ 25,000 


1918— Continued. 

November $30,000 

December 20,000 

1919: 

January   30,000 

February   40,000 

March 30,000 

April 00.000 

May 20,000 

June    10,000 


Here  is  another  account,  "  Foreipi  No.  1."  That  is  the  Cutler 
account,  I  think,  referred  to  by  Mr.  Byrd — one  of  them.  That 
accounts  shows : 


1918: 


February   $4,6(K) 

March  8.000 

April  14,000 

May 22,000 

.Tune    8,000 

July 10,000 

August   8,000 

September  30,000 

October , 40,000 

November 7,000 


1918— Continued. 

December $5,000 

1919: 

January  11,000 

February   12,000 

March 25,000 

April  15,000 

May 15,000 

June 12,000 

July 10,000 


Here  is  another  account,  "  Red  Cross,  Foreign  No.  2." 


1918— Continued. 

November $20,000 

December 17,000 

1919: 

January  16,000 

February 13,000 

March 17,000 

April "15,000 

May 17,000 

June    17,000 

July  10 21,000 


1917— December $29,000 

1918: 

January   3, 500 

February   4,000 

March  500 

April  700 

May 3,700 

June 4, 000 

July 8,000 

August   - 8,600 

September 6, 000 

October 16,000 

Senator  Gronna.  Are  those  monthly  balances? 

Mr.  Williams.  I  think  those  are  the  average  balances  for  those 
months.  Here  are  the  original  letters  from  the  Federal  National 
Bank,  with  the  different  accounts  drawn  off  on  that  table  for  con- 
venience. 

The  Chairman.  Down  to  what  i>eriod  does  that  come? 

Mr.  Williams.  July  10,  the  day  of  his  testimonv. 

The  Chairman.  Does  that  incliide  March  13,  1918? 

Mr.  Williams.  Yes,  sir.  It  does  not  include  the  large  balances 
which  were  taken  in  one  day  and  taken  out  the  other,  apparently, 
according  to  the  record 

Senator  Gronna.  Have  you  the  statement  of  the  Commercial  Na- 
tional Bank,  Mr.  Williams?  I  ask  that  question  because  I  find  in 
Mr.  Hogan's  testimony  this  statement — ^you  read  part  of  it : 

Mr.  Poole  applied  to  the  Red  Cross,  and  he  learned  there  that  John  SkeltoD 
WliJams,  who  had  never  let  go,  as  I  understand,  as  treasurer  of  the  Red  Cross. 
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had  indicated  the  Ck)Dimercial  National  Bank,  a  pet  of  his  since  he  went  into 
office,  to  get  a  line  of  something  over  $400,000. 

Mr.  WiLXiAMs.  I  will  state  here  and  now  that  no  such  suggestion 
had  ever  been  made  to  me.  I  never  knew  of  it.  I  never  knew  of  the 
incident  i*elating  to  the  transfer  of  the  deposits  fi'om  the  American 
Security  &  Trust  Co.  to  the  Federal  National  Bank  until  the  testi- 
mony was  given  here  by  Mr.  Hogan,  and  I  called  Mr.  Bvrd  on  the 
teleplione.  There  was  no  such  discussion.  Tliat  particular  fund  he 
refers  to  there  as  a  special  fund  was  the  fund  for  which  Mr.  Henry 
White  was  treasurer.  He  had  the  account,  as  the  evidence  shows,  in 
the  American  Security  &  Trust  Co.,  transferred  it  one  day  to  the 
Federal  National  Bank,  and  it  was  discovered  that  it  was  an  error 
and  it  was  transferred  immediately  back  to  the  same  company  which 
had  it  originally.  There  was  never  at  any  time  any  discussion  or 
any  reference  or  information  or  suggestion,  as  far  as  I  know  or 
believe,  that  that  account  should  ever  be  taken  to  the  Commercial 
National  Bank  or  to  any  other  bank.  Mr.  Byrd  has  explained  that 
the  heads  of  the  divisions  of  the  Red  Cross  were  given  the  privilege 
of  nominating  the  depositary  for  each  division.  Those  14  divisions 
did  nominate  their  banks,  and  looking  over  the  list,  they  seemed  to  be 
solvent  and  responsible  banks,  and  in  no  case  did  I  make  or  suggest 
a  change. 

Senator  Gronna.  My  question  was — ^if  you  do  not  happen  to  have 
it,  of  course,  I  will  not  ask  for  it,  unless  you  happen  to  have  it 
here — how  the  deposits  in  the  Commercial  National  Bank  compare 
with  those. 

Mr.  Williams.  I  have  not  that  statement.  I  can  give  it  to  you  if 
you  desire  it.  But  I  just  want  to  make  that  plain,  that  there  was  no 
foundation  for  the  intimation  that  anyone  had  thought  of  suggest- 
ing a  change  from  the  American  Security  &  Trust  Co.y  Mr.  White's 
depositarj-,  to  any  other  bank,  except  to  the  Federal,  where  it  was 
put  one  day  and  taken  out  immediately. 

Senator  Gronna.  What  would  be  your  idea  with  reference  to  the 
amounts  in  the  Commercial  National  Bank  ?  Are  the  deposits  larger 
in  the  Commercial  National  Bank,  during  that  period  of  time,  or 
are  they  smaller  ? 

Mr.  Williams.  T  should  be  very  glad  to  look  that  up  and  let  jou 
know.    I  know  they  are  very  mucli  less  than  many  other  depositaries. 

Senator  Calder.*^  Is  it  possible  for  you  to  submit  to  the  committee 
a  statement  of  the  Government  deposits  and  Red  Cross  deposits  in 
the  several  banks  in  the  city  of  Washington? 

Mr.  Williams.  Certainly. 

Senator  Calder.  Government  deposits  of  every  character? 

Mr.  Wilijams.  Yes.  Of  course,  the  Red  Cross  deposits  are  not 
Government  deposits. 

Senator  Calder.  I  understand. 

Mr.  Williams.  As  to  Mr.  Hogan's  further  statements,  he  says, 
referring  to  the  deposits : 

He  not  it  out  of  tho  F»Mlernl,  and  I  nni  goinR  to  show  to  yoii  that  ho  did  It 
berauHe  the  Federal  had  the  temerity  to  have  my  name  on  Its  directorate. 

That  statement  is  wholly  untrue.  I  do  not  know  whether  it  is 
worth  while  for  me  to  enlarge  upon  it.    It  is  simply  one  of  many. 
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The  Chairman.  That  you  objected  to  putting 

Mr.  Williams  (reading) : 

He  got  it  out  of  the  Federal,  and  I  am  going  to  show  you  that  he  did  it- 


That  is  to  say,  that  I  got  those  deposits  out  of  the  Federal 
Bank 

because  the  Federal  had  the  temerity  to  have  my  name  on  its  directorate. 

The  Chairman.  Mr.  Williams,  I  do  not  happen  to  have  the  page  of 
the  testimony  now  before  me  but  the  coincidence  was  rather  a  strong 
one,  and  I  asked  Mr.  Poole  if  he  had  any  doubt  as  to  the  moving 
cause,  and  he  said,  "  Yes,  I  have  doubt,"  very  frankly.  He  said,  "  1 
do  not  know.  Under  the  circumstances,  that  is  my  guess."  That 
being  so,  it  does  not  seem  to  me  as  though  it  were  worth  while  to 
waste  a  good  deal  of  time  over  that  point.  Mr.  Poole  did  not  accuse 
you.  He  stated  the  facts,  and  I  asked  him  if  he  had  any  doubt  as  to 
your  responsibility,  and  he  said  yes. 

Senator  Newberry.  Page  188  of  the  printed  testimony. 

The  Chairman.  I  think  my  quotation  of  it  is  substantially  correct. 
Senator  Newberry. 

Mr.  Williams.  May  I  explain  ?  That  is  one  respect  in  which  the 
testimony  of  these  witnesses  is  contradictory,  not  only  as  to  each 
other  but  as  to  themselves.  Mr.  Poole  on  page  2  of  the  typewritten, 
statement  of  Monday,  July  14,  says: 

Mr.  Hogan  has  said  that  the  Federal  National  Banlc,  of  which  I  am  president,, 
has  been  discriminated  against  by  Mr.  Williams  in  the  matter  of  receiving  cer- 
tain deposits,  and  that  tliia  was  due  to  the  fact  that  he,  Mr.  Hogan,  was  one 
of  our  directors. 

Here  is  an  unequivocal  statement : 

Those  statements  are  true,  and  I  will  explain  briefly. 

The  Chairman.  Mr.  Poole  did  say,  and  repeated  it — I  am  quoting 
now  from  page  183 : 

I  am  telling  you,  however,  that  Mr.  Williams  positively,  to  me,  refused  to 
approve  our  bank  for  this  business.  Of  that  there  is  no  doubt.  We  got  the 
business,  not  because  of  Mr.  Williams's  willingness  to  approve  us,  but  only  be- 
cause somebody  apparently  went  beyond  him  and  put  it  in  there  anyhow. 

Mr.  Williams.  As  I  say,  here  is  a  statement  charging  me  with  dis- 
crimination. 

The  Chairman.  What  have  you  to  say  to  that  statement  of  Mr. 
Poole? 

Mr.  Williams.  I  say  that  to  imply  directly  or  indirectly  that  I  was 
responsible  therefor  is  untrue. 

The  Chairman.  How  about  the  Fleet  Corporation  money  ? 

Mr.  Williams.  I  am  coming  to  that  in  a  few  minutes.  I  will  just 
try  to  dispose  of  the  Eed  Cross  first. 

The  Chairman.  Mr.  Hogan's  statement  was  hearsaj;,  conversations 
he  had  had  with  Mr.  Poole,  and  he  suggested  at  the  time,  "  You  call 
Mr.  Poole,  and  he  will  give  you  the  actual  facts."  I  do  not  thinks 
if  I  were  you,  I  would  waste  very  much  time  on  those  little  differ- 
ences, because  Mr.  Poole  was  the  man  who  knew,  and  he  has  given 
his  testimonv.  It  does  not  seem  to  me  that  there  is  any  very  great 
controversy  between  you  and  Mr.  Poole  with  regard  to  the  Red  Cross 
funds.    He  stated  the  facts. 
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Mr.  Williams.  I  have  shown  you  that,  so  far  from  his  having  been 
discriminated  against,  he  was  the  beneficiary  of  four  or  five  ac- 
counts, according  to  the  statements  which  his  own  bank  has  sent  in. 
And  that  does  not  indicate  discrimination,  going  back  to  November, 
1917,  the  time  at  which  he  had  the  talk  with  me. 

Mr.  Hogan  continues: 

Shortly  thereafter,  it  was  weU  known  In  this  community  that  the  Emergency 
Fleet  Corporation  had  millions  of  dollars  to  deposit  here,  and  to  distribute  in 
various  banks.  Mr.  Poole  learned,  informally,  that  one  of  the  depositaries  that 
the  disbursing  officials  of  the  Emergency  Fleet  Corporation  desired  to  make  de- 
posit in  was  the  Federal  National  Hank.  Mr.  Williams,  who  tells  you  he  has 
no  control  over  public  funds,  holds  that  control  this  way:  Since  he  has  been 
comptroller,  any  public  official  who  has  the  depositing  of  pubUc  funds  must  sub* 
mit  to  him  the  btuik,  or  a  list  of  the  banks,  that  he  recommends  depositing  in, 
under  the  guise  of  knowing  the  condition  of  the  bank. 

That  statement  is  wholly  incorrect.  There  is  no  such  requirement 
of  any  department  of  the  Government. 

The  Chaihman.  As  a  matter  of  fact,  you  did  have  something  to  do 
with  recommending  the  depositaries,  did  you  not  ? 

Mr.  Williams.  Indirectly.  I  will  show  you  exactly  what  I  did 
have,  if  anything,  to  do  with  that.  But  there  was  no  provision  that 
any  of  the  funds  must  submit  lists  of  banks  to  me.  If  any  division  of 
the  Government,  any  commission,  should  submit  a  list  or  banks,  and 
ask  as  to  the  solvency  or  condition  of  those  banks,  they  would  be  in- 
formed tactfully  and  properly  of  conditions.  If  a  bank  was  in  a 
shaky  condition,  which  did  not  justify  their  being  made  the  deposi- 
tary for  Government  or  ouasi  Government  deposits,  the  suggestion 
would  be  made  that  they  nad  perhaps  better  select  some  other  bank 
in  that  city. 

In  that  connection  I  will  state  that  during  the  Red  Cross  campaigns 
the  funds  as  collected  throughout  the  country  were  deposited  in  a 
great  many  places,  in  a  great  many  banks,  and  the  War  Council  or 
the  "  War  fund  "  not  being  informed  as  to  th^  character  and  standing 
of  these  hundreds  of  depositaries,  on  one  or  two  occasions  submitted 
to  me  a  list  of  the  banks  where  they  had  their  funds.  I  referred  it 
to  the  examining  division,  so  that  tiiey  might  look  over  the*list  and 
suggest  that  deposits  be  reduced  or  removed  from  those  banks  which 
were  on  the  doubtful  or  special  list  because  of  their  unsatisfactory 
condition. 

That  I  regard  as  a  duty  and  that  was  done.  But  before  that  was 
done,  however,  there  were  two  or  three  cases  where  the  State  banks 
in  which  the  Red  Cross  authorities  had  deposited  their  funds  failed, 
and  tied  up  for  a  while — ^I  do  not  Iniow  what  the  ultimate  losses 
were — in  two  or  three  cases  the  deposits  which  were  in  those  particu- 
lar banks.  Therefore,  it  is  a  reasonable  and  rational  thing  to  do 
to  become  posted  as  to  the  general  standing  of  a  bank  proposed  for 
a  depositary.  But  there  was  no  such  requirement  as  that,  nor  are  my 
recommendations  or  suggestions  or  data  compulsory  upon  those  mak- 
ing inquiry. 

Mr.  Hogan  goes  on  and  says : 

Then,  by  a  process  of  elimination  he  can  strike  off  down  to  one,  or  down  to 
those  he  wishes  to#  favor  with  tlie  deposits.  Then  the  deposit  Is  made  in  the 
bank  approved  by  the  comptroller. 
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That  is  wholly  misleading  and  untrue. 

And  then  that  comptroller  come  before  a  Senate  committee  and  asks  them  to 
believe  that  he  has  nothing  to  do  with  what  bank  gets  deposits. 

That  statement,  as  I  say,  is  a  distortion  of  the  actual  conditions. 
Mr.  Hogan  continues : 

So  Mr.  Poole  was  infumied,  In  his  capacity  of  president  of  the  Federal  Na- 
tional Bank,  that  Mr.  Williams  had  before  him  for  consideration  an  official 
communication  on  the  subject  of  depositing  Emergency  Fleet  Corporation  funds 
In  the  Federal  National  Bank.  Mr.  Poole,  as  I  say,  at  that  time  was  coniq;>lca- 
ous  for  his  public  duty.  His  bank  was  conspicuous  for  its  excelleit  response  to 
the  Government's  demands  on  It.  So  he  went  over  to  the  office  of  John  Skelton 
Williams,  and  he  asked  Mr.  Williams  if  his  bank  was  not  fairly  entitled  to  and 
should  not  receive  a  share  of  the  Emergency  Fleet  Corporation  funds. 

Then  he  goes  on  and  undertakes  to  quote  me,  and  says  I  said : 

'*  How  do  you  expect  to  have  me  appn>ve  your  bank  as  a  depot<itory  for  public 
funds  when  you  have  that  man — " 

Referring  to  himself — 

"  on  your  directorate,  a  man  as  unfriendly  to  the  administration  as  he  is,  a  man 
who  has  made  tbe  attacks  on  this  administration  that  he  has?    Never — '* 

I  am  telling  you  in  substance.    Mr.  Poole  will  tell  you  the  language — 
"never  so  long  as  you  have  that  name  there  will  I  knowingly  approve  your 
bank  for  a  deposit  of  any  funds  I  have  any  control  over.    What  have  you  got 
him  there  for?    How  much  stock  does  he  own?  " 

Another  distorted  and  grossly  incorrect  version. 

Senator  Gronna.  He  has  reference  now  to 

Mr.  Williams  (interrupting).  To  me. 
Senator  Gronna.  No  j  you  have  reference  to  Mr.  Hogan. 
Mr.  Williams.  He  said  T  made  those  statements  to  Mr.  Poole.    He 
says: 

But  here  is  what  he  said  in  substance,  "  If  you  get  him  off  your  board,  if  he 
is  no  longer  on  your  board,  then  you  can  come  back,  and  you  will  get  other 
consideration.*' 

Then  he  goes  on  and  says : 

Gentlemen  of  the  committee,  when  I  saw,  as  a  director  would  naturally  see, 
that  the  Bed  Cross  deposit  lasted  only  24  hours  In  that  bank ;  when  I  saw,  as 
a  director  naturally  would  see,  that  that  bank  was  obviously  being  discrimi- 
nated against  in  the  matter  of  public  deposits  generally,  I  went  before  its  exec- 
utive committee. 

Those  statements  are  wholly   untrue,   those   statements  of  Mr. 
Hogan,  as  I  will  endeavor  to  show  you. 
Mr.  Hogan  continues : 

Mr.  Poole,  as  president  of  the  Federal  National  Bank,  shortly  after  his  talk 
with  Mr.  Williams,  was  informed  by  officials  of  the  Phoenix  National  Bank,  in 
New  York,  that  If  the  Federal  Bank  would  carry  $100,000  of  deposits  for  Its 
own  account  with  the  l»lu)enlx  National  Bank  the  officers  of  the  Phoenix  Na- 
tional Bank  felt  quite  confident  they  could  assure  the  Federal  a  deposit  of 
$500,000  of  tlie  Emergency  Fleet  Corporation's  funds.  Think  of  that.  Within 
a  few  days  after  John  Skelton  Williams  had  ivfused  to  give  a  deposit  to  that 
bank  came  this  offer  that  If  we  would  deposit  $100,000  in  the  Phoenix  National 
Bank,  of  which  a  Mr.  Boiling  was  vice  pi-esidont,  we  would  get  $500,000  of  the 
Emergency  Fleet  Corporation's  deposits. 

The  witness  Ramsay,  who  appeared  here  a  few  days  ago,  who  Mr. 
Poole  stated  was  the  man  who  made  some  such  proposition  as  that 
to  Mr.  Poole,  has  denied  that  he  made  any  such  statement  what- 
soever.   I  do  not  know  that  Mr.  Poole  categorically  stated  that  no 
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such  offer  was  made  by  any  representative  of  the  Phoenix  National 
Bank,  but  I  am  informed  that  that  statement  of  Mr.  Hogan's  was 
without  a  scintilla  of  foundation. 

The  Chairman.  Now,  Mr.  Williams,  on  page  178,  part  3,  at  the 
bottom  of  the  page : 

Mr.  Williams  told  me  that  he  did  not  know  Just  what  banks  in  Washington 
WCTe  depositaries  of  the  Fleet  (Corporation,  but  he  thought  the  Metropolitan 
was  one.  I  then  told  him  I  was  informed  by  the  same  party  who  submitted 
the  proposition  to  me  that  the  Metropolitan  did  open  an  account  with  the 
Chatham-Phoenix  National  Bank,  with  the  understanding  that  they,  the  Metro- 
poUtan,  would  receive  a  large  deposit  from  the  Fleet  Corporation,  and  that  the 
transaction  worked  out  exactly  as  agreed  upon. 

I  also  told  Mr.  Williams  that  several  other  banks  in  Washington  were  going 
to  do  likewise,  which  ones  I  did  not  know. 

Mr.  Williams  referred  to  our  previous  conversation  about  having  the  Federal 
National  approved  as  a  depositary,  and  asked  me  if  Mr.  Hogan  was  a  large 
stockholder,  going  on  to  say  that  he  was  unwilUng  to  approve  our  bank  because 
of  the  fact  that  there  was  on  the  board  a  man  so  decidedly  unfriendly  to  the 
administration  as  Mr.  Hogan  had  shown  himself  to  be. 

That  is  the  point 

Mr.  Williams.  I  was  coming  to  that,  but  I  will  be  glad  to  take  that 
uj)  at  once,  if  you  wish  it.  Mr.  Poole's  statements  before  this  com- 
mittee were  a  garbled  and  distorted  vereion  of  what  was  said  in  the 
interview  which  I  had  with  him  in  the  latter  part  of  1917. 

The  Chairman.  Yes ;  and  Senator  Newberry  calls  my  attention  to 
page  173,  the  very  first  page  of  part  3 : 

Mr.  Williams  wanted  to  know  who  our  directors  were.  I  started  to  name 
them,  whereupon  he  touched  a  button  and  directed  one  of  his  staff  to  get  a 
copy  of  the  last  report  of  the  Federal  National  Bank.  It  was  brought  in, 
handed  to  him,  and  as  it  happened,  was  folded  in  such  manner  that  the  name 
of  **  Frank  J.  Hogan  "  was  in  plain  view.  Immediately  Mr.  Williams  read  aloud 
Hogan's  name,  seemed  to  be  much  agitated,  and  with  considerable  feeUng  in- 
formed me  that  he  would  not  give  his  approval  to  a  bank  whose  directorate  in- 
cluded anyone  who  was  so  manifestly  antagonistic  to  the  administration. 

He  proceeded  to  accuse  Mr.  Hogan  of  deliberately,  willfuUy,  knowingly,  and 
maliciously  attacking  the  administration  and  misrepresenting  facts  in  the  Rlggs 
Bank  controversy.  He  was  exceedingly  harsh  and  abusive  in  his  criticism  of 
Mr.  Hog»n,  whom  I  have  always  known  to  be  a  man  ot  unusual  brilliance,  the 
highest  integrity,  and  unassailable  character. 

Mr.  Williams  was  kind  enough,  however,  to  pay  me  a  very  high  personal 
tribute,  and  spoke  in  a  most  complimentary  manner.    *    *    « 

Mr.  Williams.  I  will  be  very  glad  to  advise  you  of  the  real  inci- 
dents or  happenings  or  statements  made  at  that  interview.  Mr.  Poole 
has  stated  that  lie  called  twice,  once  in  November,  a  few  days  before 
the  deposit  of  Shipping  Board  funds  were  made  with  his  bank,  and 
he  states  that  it  was  upon  that  occasion  that  I  expressed  my  opinion 
of  Mr.  Hogan  to  him. 

What  really  happened  in  our  conversation  was  that  I  assured  Mr. 
Poole  that  his  bank  would  always  receive  very  fair  consideration 
from  the  administration,  or  from  my  office,  as  far  as  I  had  any  rela- 
tion to  it;  that  its  interests  would  be  safeguarded  and  protected. 
But  I  did  say  to  him,  in  connection  with  the  fact  that  among  his 
directoi*s  was  Mr.  Hogan,  that  I  felt  that  Mr.  Hogan  had  been  most 
unfair  to  the  administration,  and  that  he  had  attacked  it  in  a  willful 
and  malicious  manner,  that  he  had  made  many  statements  in  regard  to 
the  administration  which  I  was  convinced  were  wholly  unwarranted. 
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but  that  despite  that  he  might  rest  assured  that  his  bank  would 
always  receive  fair  treatment. 

That  is  the  substance  and  gist  of  what  transpired  at  our  inter- 
view when  Mr.  Poole  brought  up  and  discussed  that  subject  with  me. 
To  show  you  the  improbability  of  my  having  made  any  such  state- 
ment to  him  that  I  would  try  to  influence  or  prevent  his  receiving 
Sublic  deposits  or  Government  deposits,  or  an3^hing  I  could  control 
irectly  or  indirectly,  I  call  your  attention  to  the  fact  that  he  states 
that  a  few  days  after  his  visit  to  me,  when  he  alleges  I  displayed 
such  antipathy  toward  one  of  his  directors,  the  account  of  the  Ship- 
ping Board  was  opened  with  him.  A  few  days  after  that  he  received 
that  account. 

Senator  Newberry.  Mr.  Williams,  do  you  deny  the  fact,  then,  that 
you  infoiTOed  him  that  you  would  not  give  your  approval  to  a  bank 
whose  directorate  included  anyone  so  manifestly  antagonistic? 

Mr.  W11J.IAM8.  I  deny  the  accuracy  of  his  statement,  and  I  have 
stated  what  did  occur  tJetween  us,  that  I  assured  him  that  his  bank 
would  always  receive  full  and  fair  treatment  and  consideration.  But 
I  did  comment  upon  the  fact  that  I  thought  that  one  of  his  directors 
had  been  unfair,  but,  notwithstanding  that,  his  bank  would  always 
receive  fair  treatment,  and  I  think  I  can  now  show  you  that  his  bank 
not  only  received  its  full  share,  its  full  pro  rata,  of  all  Government 
deposits,  but  I  think  it  received  more  than  its  pro  rata. 

But  before  doing  so,  let  me  come  up  to  the  interview  which  he  says 
we  had  on  December  20, 1917.  I  was  uncertain  in  my  own  mind  as  to 
what  the  dates  were  as  to  these  two  interviews  which  he  refers  to, 
but  I  do  find  from  my  memorandum  of  callers  at  my  office  that  Mr. 
Poole  did  call  at  the  comptroller's  office  on  the  20th  of  December, 
and  I  think  that  for  purposes  of  argument  we  may  assume  that  it  was 
on  that  occasion  that  he  told  me  of  the  proposition  which  had  been 
made  to  him  by  some  one  in  connection  with  the  Chatham-Phoenix 
Bank  of  New  York.  Mr.  Poole  came  in  on  that  occasion  in  a  very 
mysterious  way,  and  said  that  he  had  something  that  he  thought  it 
was  his  duty  to  bring  to  my  attention.  Now,  mind  you,  for  six  weeks 
prior  to  that  time  he  had  the  account  of  the  Shipping  Board. 

The  Chairman.  How  much?  Have  you  the  detailed  statement  of 
that  account? 

Mr.  Williams.  I  have  a  memorandum  of  it. 

The  Chairman.  There  were  two  of  those  funds,  were  there  not? 
One  was  called  the  Emergency  Fleet  and  one  the  Shipping  Board  ? 

Mr.  Williams.  L  do  not  know.  It  is  "  Emergency  Fleet  Corpora- 
tion, United  States  Shipping  Board,"  according  to  the  bank's  state- 
ment which  they  officially  presented.  That  was  m  response  to  a  letter 
from  me  as  to  whatever  balances  they  had  for  the  Shipping  Board. 
I  think  it  covered  everything  connected  with  the  Shipping  Board. 

He  had  had,  as  the  record  shows,  that  account  for  about  six  weeks 
at  the  time  that  he  called.  I  did  not  know  whether  he  had  it  or  not. 
It  would  have  been  impossible  for  me  to  have  given  to  him  or  to 
anyone  else  a  list  of  the  Shipping  Board's  depositaries.  I  did  not 
know  who  they  were,  had  no  idea  of  who  the  list  was.  It  is  true  that 
the  Shipping  feoard  or  some  officer  of  the  Shipping  Board  had  from 
time  to  time  made  inquiry  of  the  Secretary  of  the  Treasury  a^  to 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  476 

whether  this  or  that  bank  in  this  or  that  community  was  a  suitable 
bank  for  a  Shipping  Board  deposit.  It  might  be,  for  example*  that 
Kingston,  N.  Y.,  might  have  a  shipyard,  and  thev  might  want  to 
deposit  some  funds  for  some  purpose.  I  have  an  illustration. of  that 
here,  showing  the  character  oi  the  inquiries  of  that  time.  They  hap- 
pened to  come  to  mesometimes.  I  do  not  know  whether  they  always 
came  to  me  or  to  what  extent  they  came  to  me.  But  when  we  received 
any  inquiry,  here  is  the  way  it  was  handled.  Through  the  courtesy 
of  the  Secretary's  oiEce,  I  have  borrowed  this  file  so  that  I  might 
present  it  to  you. 

The  memorandum  is  sent  to  my  oiEce  with  regard  to  Kingston, 
N.  Y.  They  ask  as  to  the  banks  there  suitable  for  the  opening  of  an 
account: 

OcTOBiCB  23,  1917. 

Deab  Mb.  Cooksey:  Referring  to  your  memorandum  of  the  15th  instant.  In- 
quiring as  to  what  banks  in  Kingston,  N.  Y.,  would  be  acceptable  as  depositaries 
for  funds  of  the  Emergency  Fleet  Corporation,  I  am  inclosing  memorandum 
showing  the  capital,  surplus,  and  profits,  and  resources  of  each  national  bank 
in  that  city.  All  these  banks  appear  from  our  reports  to  be  in  good  condition. 
However,  the  First  National  Bank,  the  Rondout  National  Bank,  and  the  State 
of  New  York  National  Bank,  in  the  order  named,  appear  to  have  sent  in  sub- 
scriptions for  the  largest  amounts  of  bonds  of  the  first  Liberty  loan,  and  I  think 
preference  should  be  given  to  one  of  these  three  banks. 
Sincerely, 

J.  S.  Williams. 
Geobge  R.  Ckx)KSEY,  Esq., 

Assistant  to  the  Secretary^  Treasury  Department, 

I  ^ave  him  the  facts  and  let  him  draw  his  own  conclusions.  When 
the  list  would  come  to  me,  I  would  send  it  down  to  the  chief  of  the 
division  of  examinations,  who  would  compile  the  data.  Then  I 
would  send  it  back  to  Mr.  Cooksey,  and  upon  receipt  of  that  letter, 
the  Secretary's  oflSce  would  make  reply.  In  this  case  the  letter  was 
written  apparently  by  Acting  Secretary  Rowe  to  Mr.  Stevens,  treas- 
urer of  the  Emergency  Fleet  Corporation,  as  follows : 

October  26,  1917. 

Mr.  R.  R.  Stevens, 

Treasurer  Emergency  Fleet  Corporation, 

United  States  Shipping  Boards  Washington,  D.  C, 

My  Dear  Mr.  Stemsns  :  Replying  to  your  inquiry  as  to  the  banks  at  Kingston, 
N.  Y.,  acceptable  to  act  as  depositaries  for  funds  of  the  United  States  Shipping 
Board,  Emergency  Fleet  Corporation,  you  are  advised  that  either  of  the  fol- 
lowing-named banks  would  be  satisfactory  to  the  Treasury.  Department : 

First  National  Bank  of  Rondout : 

Capital $200, 000 

Sun>lus  and  profits 311,858 

Resources 1, 656, 714 

Rondout  National  Bank : 

Capital 100. 000 

Surplus  and  profits 103,195 

Resources 1, 136, 217 

State  of  New  York  National  Bank : 

Capital 150,000 

Surplus  and  profits 104, 039 

Resources 1, 046, 247 

Sincerely,  yours, 

Rows,  Acting  Secretary, 
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That  was  the  way  in  which  these  inquiries  would  sometimes  come 
to  my  office. 

The  Chairman.  Was  that  a  custom  ? 

Mr.  WiLUAMS.  I  do  not  know  how  far  it  was  followed.  In  some 
cases,  as  far  as  I  know,  they  would  elect  their  own  depositaries,  and 
in  otner  cases,  where  they  knew  nothing  of  the  banks,  they  would 
send  a  memorandum  over  to  the  Treasury. 

The  Chairman.  Did  they  submit  a  list  of  Washington  banks  to 
you? 

Mr.  Williams.  I  am  coming  to  that  right  now.  So,  when  Mr. 
Poole  called  December  20,  1917,  his  bank  had  had  those  deposits  for 
six  weeks  or  more.  I  knew  nothing  about  them.  When  the  banks 
were  selected  by  the  Shipping  Board  the  Treasury  was  not  advised, 
or,  if  the  Treasury  was  advised,  the  comptroller's  office  was  not 
advised.  Of  course,  we  could  probably  ascertain  by  looking  over  the 
statements  of  8,000  banls  rendered  to  the  office  and  find  out  which 
were  depositaries  of  Shipping  Board  funds.  But  that,  as  far  as  I 
know,  was  not  done.    It  was  not  our  concern. 

Therefore,  I  say  that  Mr.  Poole's  suggestion  that  his  bank  had  been 
discriminated  against  in  any  way  by  my  office  is  wholly  without 
warrant. 

I  asked  the  Secretary  to  please  look  over  the  files  and  see  if  there 
was  anything  in  relation  to  the  account  of  the  Federal  National 
Bank,  the  Shipping  Board  inquiry,  or  anything  of  that  sort,  and  he 
sent  me  these  letters.  As  far  as  I  know,  to  the  best  of  my  knowledge 
and  belief  at  this  time^  these  are  the  first  inquiries  which  were  re- 
ceived at  the  Treasurv  m  regard  to  either  the  Metropolitan  National 
Bank  or  the  Federal  National  Bank.  Here  is  a  letter  dated  Novem- 
ber 26,  1917,  in  which  the  secretary,  Mr.  Sisler,  asks  the  honorable 
Secretary  oi  the  Treasury  as  follows : 

United  States  Shipping  Board, 

Washinffton,  November  26,  1911. 

The  honorable  the  Secretary  of  the  Treasury. 

Dear  Sir:  On  the  25th  Instant  this  board  authorized  the  disbursing  officer 
to  deposit  In  the  National  MetropoUtan  Bank,  of  this  city,  subject  to  the  ap- 
proval of  the  Secretary  of  the  Treasury,  checks  which  have  been  received  from 
charters  of  steamers  engaged  in  the  movement  of  coal  in  and  out  of  New  Eng- 
land (which  vessels  have  been  requisitioned  by  the  board),  pending  a  settle- 
ment of  a  dispute  between  the  owners  and  charterers  of  these  vessels  as  to  the 
distribution  of  the  amounts  represented  in  these  checks. 

Th  Emergency  Fleet  Corporation  now  has  very  large  sums  on  deposit  In 
the  Commercial  National  Bank,  the  Federal  National  Bank,  and  the  District 
National  Bank,  and  the  chief  counsel  of  the  board  has  advised  that  It  Is  desir- 
able not  to  merge  the  funds  in  controversy  with  any  of  the  existing  aoeounts 
in  the  Institutions  named. 

Your  approval  is,  therefore,  respectfully  requested  to  the  placing  of  these 
checks  on  deposit  with  the  National  Metropolitan  Bank,  to  draw  interest  at 
the  rate  of  2i  per  cent  per  annum. 
Very  truly,  yours, 

Lester  Sisler, 

Secretary. 

I  mention  that  because,  as  far  as  I  know,  that  is  the  first  request 
reaching  the  Treasury  in  regard  to  either  of  these  two  banks.  That 
is  November  26, 1917. 
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As  far  as  I  know,  the  first  inquiry  to  the  Treasury  in  regard  to  the 
Federal  National  Bank  is  this  letter  here  of  January  4,  1918 : 

United  States  Shipping  Board, 
Emergency  Fleet  Corporation, 

Washington,  January  4,  1918. 

George  R.  Cooksey,  Esq., 

Ansistant  to  the  Secretary^ 

Treasury  Department,  Washington,  D.  C. 

Dear  Mr.  Cooksey:  I  shall  be  greatly  obliged  if  you  will  liave  the  Federal 
National  Bank,  Washington,  D.  C,  approved  as  a  dei)08itary  for  the  funds  of 
the  Division  of  Operations  of  the  Emergency  Fleet  Coi-poration. 
Sincerely, 

R.  B.  Stevens, 
Treasurer  of  Corporation. 

That  is  two  weeks  after  Mr.  Poole's  visit  to  me,  and  nearly  two 
months  after  he  had  gotten  the  funds. 

The  Chairman.  Of  coui-se,  as  I  understand  it,  Mr.  Poole  admitted 
that  he  had  a  deposit  a  few  days  after  November  7  of  $71,000,  and 
another  November  10,  making  a  little  over  $607,000.  That  was  1917, 
from  November  7  to  November  10. 

Mr.  Williams.  That  does  not  look  as  though  any  untoward  in- 
fluence was  being  used  against  him. 

The  Chairman.  Wliat  he  said  was  this,  in  answer  to  Senator  New- 
berry's question: 

Senator  Nkwberry.  May  I  interrupt  to  ask,  if  the  comptroller  is  required  to 
approve  a  depositary  as  you  say  he  did  not  in  this  case,  by  what  autliority 
and  under  what  law^  such  deposit  w^as  made? 

Mr.  Poole.  Senator.  I  do  not  know.  I  will  show  you,  however,  that  the  de- 
posits were  made,  and  we  had  them  at  the  time  of  a  subsequent  call  on  my 
part  upon  Mr.  Williams;  and  that  we  also  got  a  ver>'  large  deposit.  I  wiU 
show  you  in  a  few  minutes,  a  little  later;  how  it  happens  I  do  not  know\  I 
can  not  explain  the  operation  of  the  Fleet  Corporation,  because  I  do  r.ot  know 
that. 

Senator  Fletcher.  How  do  you  know  Mr.  Williams  did  not  approve  of  it? 

Mr.  Poole.  Mr.  Williams  told  me  that  he  did  not,  and  he  told  me  later,  when 
I  called  on  him.  as  I  will  show  you,  that  he  would  not,  again  reviewing  the 
Hogan  case  and  our  previous  interview,  at  a  time  when  we  did  have  deposits. 
And  I  will  also  show  you  that  the  largest  deposits  which  came  to  us,  came  ai 
a  time  and  with  a  statement  that  a  request  had  been  made  for  the  approval 
of  it,  and  for  me  not  to  do  anything  further,  and  purposely  the  latter  request- 
ing that  was  antidated,  for  Fleet  Corporation  purposes. 

And  all  through  this  you  refused  to  approve  that  bank.  He  did 
not  deny  that  he  got  it,  but,  as  I  understood  him,  he  got  it  against 
your  protest. 

Mr.  Williams.  I  deny  that  emphatically,  and  say  that  there  was 
no  such  protest  and  any  insinuation,  statement  or  allegation  to  the 
contrary  is  wholly  and  unwarrantedly  false. 

Senator  Calder.  A  moment  ago  you  read  an  inquiry  being  made 
about  the  Federal  Bank.    Have  you  an  answer  to  that? 

Mr.  Williams.  I  am  going  to  read  another  one  about  the  same 
thing  six  days  after  the  letter  I  have  just  read: 

United  States  Shipping  Board. 
emf:rgkni'y   fleet  corporation, 

Division  of  Operations, 
Washington,  January  10,  1918. 

Mr.  George  R.  Cooksey, 

Assistant  to  the  tHecretary  of  the  Treasury,  Washington,  D.  C. 

My  Dear  Sir:  Tlie  Division  of  Operations,  United  States  Sliipping  Board 
Emergency  Fleet  Corporation  lias  at  present  three  banls  accounts  In  VV^«to.V^^- 
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ton,  viz,  the  Commercial  National  Bank,  the  National  Metropolitan  Bank,  and 
the  Federal  National  Bank. 

The  Commercial  National  Bank  and  the  National  Metropolitan  Bank  have 
already  been  approved,  find  you  have  been  asked  to  approve  the  Federal  Na- 
tional Bank,  as  a  depositary  for  the  above  funds. 

As  it  seems  desirable  to  distribute  these  funds  more  widely  I  now  ask  that 
you  furnish  us  with  a  list  of  institutions  In  Washington  that  would  meet  with 
your  approval  for  this  purpose. 

The  Continental  Trust  Co.  and  the  Second  National  Bank  have  made  ap- 
plication for  an  account. 
Very  truly,  yours, 

R.  B.  Stevens,  Treasurer. 

That  letter  is  dated  January  10,  1918.  As  far  as  I  know,  or  as 
our  records  show,  the  Question  of  the  approval  of  either  the  Federal 
National  Bank  or  the  Metropolitan  National  Bank  was  never  ad^ 
upon  by  the  comptroller's  office.  Why?  I  read  you  that  letter  of 
January  10,  addressed  to  Mr.  Cooksey.  Here  is  a  letter  of  January 
11, 1918,  the  day  after  that  letter  was  signed  by  the  Shipping  Board, 
and  this  was  presumably  written  the  day  that  was  received  at  the 
Treasury  asking  approval : 

January  11, 1918. 

Dkab  Mr.  HuRijnr :  I  learn  that  the  Kmergency  Fleet  Corporation  has  very 
large  sums  of  money  on  deposit  in  various  banks  in  this  city.  It  is  desirable 
that  these  sums  be  Icept  on  deposit  with  the  Treasurer  of  the  Unit«Hi  States 
particularly  in  view  of  the  fact  that  such  deposits  in  banks  are  unsecured. 
What  is  perhaps  even  more  important,  the  very  great  war  expenditures  which 
the  United  States  is  making  necessitates  that  withdrawals  from  the  Treasury 
be  made  not  a  moment  earlier  than  is  absolutely  necessary.  1  know  how 
desirous  you  are  of  cooperating  in  every  way  in  the  financial  side  of  the  prob^ 
lem.  I  should  be  greatly  obliged  if  you  would  ask  Mr.  Soleau,  of  the  Shipping 
Board,  and  Mr.  Bander,  of  the  Emergency  Fleet  CJorporation,  to  attend  a  con- 
ference at  this  department  with  the  Treasurer  of  the  United  States  and  the 
Comptroller  of  the  Treasury  with  a  view  to  working  out  a  plan  whereby  the 
disposition  of  these  funds  may  be  satisfactorily  determined,  and  also  to  evolve 
a  way  of  handling  the  appropriated  funds  turned  over  to  the  board  and  corpora- 
tion so  that  these  moneys  will  not  l)e  drawn  out  of  the  Treasury  until  needed. 

By  direction  of  the  Secretary. 

Very  truly,  yours,  R.  C.  Leffinowel.t^ 

Afisistant  Secretary  of  the  Treasury. 

Hon.  Edward  N.  HuRLrr, 
Chairman  United  States  Shipping  Board,  Washington. 

That  simply  shows  that  at  the  very  time  that  these  applications 
were  first  received,  the  Secretary  of  the  Treasury  took  up  the  matter 
of  withdrawing  the  funds  from  all  banks,  rather  than  increasing 
the  number  of  depositaries.  The  deposits  had  already  been  made  in 
several  local  banks  here,  some  of  them  approved  and  some  of  them 
had  not  been  acted  upon,  so  far  as  I  know,  and  they  were  simply 
permitted  to  stand  in  status  quo  until  they  should  all  be  turned  over 
to  the  Govermnent,  and,  as  I  understand  it,  those  transfers  from  the 
Various  banks  in  Washington  to  the  Federal  Treasury  were  made 
simultaneously,  and  with  a  view  to  making  them  as  easy  as  possible 
upon  the  banks  holding  the  funds,  by  dividing  it  into  installments, 
so  that  in  the  next  two  or  three  months  they  were  all  back  in  the 
Federal  Treasury. 

Senator  Calder.  So  that  all  of  the  Shipping  Board  deposits  were 
withdrawn  from  all  the  banks? 

Mr.  Williams.  Practically  at  the  same  time,  so  far  as  I  know.  I 
understand  that  the  arrangements  were  made  so  as  to  deal  absolutely 
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impartially  with  them  all;  that  they  were  conferred  with;  that  they 
were  visited  by  some  representative  of  the  Shipping  Board — as  to 
that  I  simply  tell  you  what  I  hear.  I  would  suggest  that  as  to  the 
details  of  that,  Mr.  Soleau  or  the  Treasurer  of  the  Shipping  Board 
can  come  here  and  tell  you  in  detail  covering  the  dates.  But  my 
understanding  is  that  they  were  all  transferred  from  each  of  the 
local  banks  which  held  the  deposits  absolutely  at  the  same  time. 

Senator  Cau)er.  As  far  as  you  Imow,  though,  there  are  no  deposits 
of  any  Shipping  Board  funds  in  any  banfa  in  the  District  of 
Columbia? 

Mr.  Williams.  As  far  as  I  know,  yes. 

Senator  Calder.  Are  there  deposits  of  any  other  Government 
funds  in  the  banks  of  the  District  of  Columbia? 

Mr.  WmLiAMs.  Oh,  yes. 

Senator  Calder.  So  that  the  only  funds  withdrawn,  as  far  as  you 
know,  were  the  Shipping  Board  funds? 

Mr.  Williams.  So  far  as  I  know.  Of  course,  you  know  there  are 
the  District  tax  funds.  They  are  distributed  and  withdrawn  in  in- 
stallments. They  were  distributed  pro  rata  among  the  banks  of  the 
District.  And  of  course  there  are  other  deposits  of  Government 
funds  for  one  purpose  or  another. 

Then  the  records  show  that  the  Shipping  Board  and  the  Treasury 
came  to  an  agreement  for  the  transfer  of  those  funds,  or  arranged. 
There  is  a  letter  here  to  the  Treasifry  dated  January  30,  1918 : 

United  States  Shipping  Boabd, 

Emergency  Fleet  Corporation, 

Division  of  Operations, 
Wcishington,  January  30,  1918. 
Mr.  George  Cooksey, 

Assistant  to  the  Secretary  of  the  Treasury,  Washington,  D,  C, 

My  Dear  Mr.  Cooksey:  I  transmit  herewith,  statement  of  bank  balance  as 
of  dates  given  thereon.    I  trust  this  information  is  what  you  desire. 
Respectfully, 

W.  L.  Soleau, 

Comptroller, 

This  shows  the  money  on  deposit  to  the  credit  of  the  Shipping 
Board,  Emergency  Fleet  Corporation,  on  that  date: 

Jan.  28,  1918: 

Federal  National  Bank $2,551,000 

Commercial  National  Bank 3,143,000 

National  Metropolitan  Bank 2,706,000 

First  National  Bank  of  San  Francisco 707,000 

Chatham-Phoenix  National  Bank  of  New  York 144, 000 

Dexter-Horton  National  Bank  of  Seattle,  Wash 43,000 

Webster  &  Atlas  National  Bank  of  Boston,  Mass 2,000 

Merchants  National  Bank  of  Boston,  Mass 50,000 

Total 9, 300, 000 

All  of  the  above  banks  pay  us  2\  per  cent  interest  on  balances,  with 
the  exception  of  the  Dexter-Horton  National  Bank  of  Seattle,  which 
pays  2  per  cent,  and  the  Chatham  and  Phoenix  National  Bank  of 
New  York,  which  pa^s  us  3  per  cent. 

I  call  your  attention  to  this  fact,  gentlemen,  that  on  that  date, 
just  on  the  eve  of  the  transfer  of  those  deposits,  the  deposits  of  the 
Shipping  Board  with  the  Commercial  National  Bank  had  amounted 
to  only  16.77  of  1  per  cent  of  its  resources.    The  deposits  with  the 
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Metropolitan  National  Bank  amounted  to  20.66  per  cent  of  its  re- 
sources, while  the  deposits  with  the  Federal  National  amounted  to 
32.70  per  cent  of  its  resources. 

In  other  words,  on  that  date  the  Federal  National  Bank,  in  pro- 
portion to  its  resources,  had  about  twice  as  much  of  Shipping  Board 
funds  as  the  Commercial  National  Bank,  and  about  50  per  cent  more 
than  the  Metropolitan. 

Senator  Newberry.  Do  you  have  any  recollection  as  to  when  you 
first  knew  that  there  was  a  deposit  in  the  Federal  National  BanK  of 
Shipping  Board  funds?  It  must  have  been  very  close  to  the  time 
of  this  letter. 

Mr.  Williams.  I  asked  Mr.  Cooksey,  Senator,  if  he  had  any  recol- 
lection of  that  matter  being  discussed  at  all  between  us — I  have  no 
recollection  of  making  any  report,  on  it — and  his  remark  to  me  was, 
"  You  certainly  made  no  adverse  i-eport,  Mr.  Williams."  He  said, 
"  If  you  made  any  report,  it  was  to  the  effect  that  the  bank  was  in 
satisfactory  condition,"  which  would  have  justified  him  in  permit- 
ting the  deposit  to  remain  as  it  was,  as  far  as  I  was  concemed.  But 
he  said, "  I  have  no  distinct  recollection  of  it,  but  I  know  if  there  was 
any  statement  made  one  way  or  the  other,  it  would  have  been  to  the 
effect  that  the  bank  was  in  satisfactory  condition."  But  he  said  he 
was  very  clearly  of  the  opinion  that  I  made  no  adverse  recommenda- 
tion as  to  that  bank,  and  I  assure  vou  here,  as  against  Mr.  Poole's 
statement  of  discrimination,  thafr  the  Federal  Bank  on  the  28th  of 
January  had  100  per  cent  more  of  deposit^s  in  proportion  to  its 
resources  than  the  Commercial,  approximately. 

I  have  not  asked  Mr.  Cooksey,  but  I  luive  no  doubt  if  you  should 
like  to  have  him  give  you  his  recollection  as  to  whether  there  was 
any  discussion  between  us,  he  would  be  very  glad  to  come  before 
the  committee. 

Senator  Newberry.  I  inquired  of  Mr.  Poole  as  to  when  you  knew 
about  the  deposits  of  the  Emergency  Fleet  Corporation.  Apparently 
you  did  not  know  it  on  December  20. 

Mr.  WiixiAMS.  I  do  not  think  I  did. 

Senator  Newberry.  And  you  did  not  know  it  on  the  5th  of  Jan- 
uary, but  you  must  have  known  it  about  the  time  that  they  wrote 
the  letter  and  withdrew  the  deposits,  on  the  10th  of  January. 

Mr.  Williams.  I  do  not  know  that  I  knew  then  that  they  actually 
had  the  deposit.  I  knew  that  the  question  of  bringing  it  back  into 
the  Treasury  was  being  discussed. 

The  Chairman.  Were  the  Washington  banks  submitted  to  you  for 
approval  as  depositaries  ? 

Mr.  Williams.  Was  a  list? 

The  Chairman.  Yes. 

Mr.  Williams.  Six  months  before,  I  think,  there  was  a  list  of 
banks — ^I  was  requested  to  pass  upon  or  suggest  several  banks  in 
different  sections  of  the  country,  including  Washington.  That  was, 
I  think,  in  May,  1917,  and  I  think  that  the  banks,  if  I  remember 
correctly,  which  were  suggested  at  that  time  were  the  District  Na- 
tional Bank  and  the  Commercial  National  Bank. 

The  Chairman.  That  was  your  suggestion? 

Mr.  Williams.  It  was  either  my  suggestion,  or  a  statement  from 
me,  that  those  banks  were  in  satisfactory  condition. 
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The  Chairman.  That  was  when  the  list  was  first  submitted  to  yoii 
iorvour  approval? 

Mr.  Williams.  As  I  say,  the  Secretary's  office,  not  the  Shipping 
Board,  when  they  received,  aa  they  did  occasionally,  lists  of  I'e- 
qiiests  for  suggestions,  they  would  send  them  to  my  office,  and  I 
would  sometimes  make  those  suggestions. 

The  Chairman.  Was  the  Federal  National  Bank  included? 

Mr.  Williams.  It  was  not,  nor  was  any  other  of  the  9  or  10  banks 
included.    I  think  there  are  11  national  banks  in  Washington. 

The  Chairman.  Was  any  list  submitted  to  you  later? 

Mr.  Williams.  None  except  this  I  refer  to  here  that  I  know  of. 

The  Chairman.  I  take  it  the  Fleet  Corporation  had  the  right  to 
choose  any  bank  it  saw  fit? 

Mr.  Williams.  Certainly,  as  far  as  I  was  concerned. 

The  Chairman.  But  it  was  their  custom  to  submit • 

Mr.  Wiluams  (interrupting).  1  do  not  know  how  far  they  fol- 
lowed the  custom. 

The  Chairman.  They  did  do  it  in  certain  instances? 

Mr.  Williams.  In  certain  instances,  as  I  have  shown  you,  as  in  the 
case  of  Kingston,  N.  Y.  But  I  do  not  think  there  was  any  imfair 
discrimination  against  the  other  nine  banks.  It  would  have  been 
manifestly  impossible,  at  least  apparently,  to  deposit  the  money  in 
all  banks. 

The  Chairman.  Mr.  Poole's  idea  was  that  he  got  this  deposit 
against  your  disapproval] 

Mr.  Williams.  I  have  denounced  that  as  incorrect. 

The  Chairman.  He  says  on  page  174: 

• 

He  made  it  plain  to  me  that  he  had  no  relations  with  Mr.  Hopm.  It  was 
evident  that  this  was  a  very  sore  and  delicate  subject.  I  procet^ded  to  urge 
favorable  consideration  of  the  proposal  to  approve  the  Federal  when  the  list 
should  be  sent  to  him,  on  the  ground  that  our  institution  merited  it  by  its 
strict  observance  of  all  laws  and  retaliations  from  the  very  beginning  of  its 
cariH»r — for  its  well-defined  sound  policies — its  strength,  growth,  and  present 
condition — but  he  positively  refused,  because  of  the  fact  that  Mr.  Hogan  w:is 
on  our  board. 

That  statement,  I  understand  vou 


Mr.  Williams.  I  have  denounced  as  a  misrepresentation  or  distor- 
tion or  incorrect  statement  of  really  what  transpired  between  us.  T 
have  assured  Mr.  Poole  that  he  would  get  full,  fair  treatment,  iis 
every  other  bank  would,  but  if  he  drew  the  conclusion  from  what  I 
said  that  I  did  not  think  there  was  any  duty  or  responsibility  upon 
me  to  extend  any  special  favors  to  Mr.  Hogan,  I  do  not  think  prob^ 
ably  that  he  strained  the  case,  although  he  would  get  full,  fair,  just, 
ana  generous  treatment  on  any  and  all  occasions. 

The  Chairman.  But  you  might  have  given  him  the  idea  that  he 
need  not  expect  any  special  favors  from  you  ? 

Mr.  Williams.  Nothing  that  I  said  could  have  justified  Mr.  Poole 
in  making  the  statements  with  which  he  charges  me  in  his  statement 
before  this  committee ;  and,  as  I  say,  that  is,  I  think,  proved  by  sub- 
sequent events  and  the  fact  that  I  did  not  exercise  any  influence,  if  I 
had  any,  to  prevent  him  from  getting  a  fair  share  of  whatever  de- 
posits might  be  available,  as  shown  by  the  record  at  th^  very  start. 

I  want  to  say  right  now,  as  a  further  evidence  that  there  was  no 
malice  or  antipathy  against  Mr.  Poole's  banks  which  would  work  to 
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his  detriment  of  my  own  volition,  that  between  6  and  12  months 
ago — I  think  it  was  in  probably  October  or  November  last  year — ^I 
arranged  to  have  his  bank  designated  as  a  depositary  for  five  or  six 
minor  railroads,  and  gave  him  five  or  six  accounts,  which  he  was  not 
expecting  and  for  which  he  came  over  and  expressed  his  deep  gratifi- 
cation and  appreciation. 

The  Chairman.  What  date  was  that? 

Mr.  Williams.  I  think  it  was  in  November,  1918.  There  is  a  ccm- 
crete  illustration  as  to  the  probability  of  Mr.  Poole's  statement  hav- 
ing been  founded  upon  fact.  It  was  manifestly  impossible  to  dis- 
tribute all  railroad  accounts  in  every  bank — it  can  not  be  done.  But 
I  did  have  the  opportunity,  as  Director  of  Finance,  of  placing  scnne 
of  tliose  accounts,  and  as  an  evidence  of  the  incorrectness  of  Mr. 
Poole's  statement  I  call  your  attention  to  the  fact  that  five  or  six 
accounts  were  placed  with  Mr.  Poole's  bank  in  October  or  November 
of  last  year,  and  I  understand  that  the  balances  which  they  have  car- 
ried have  run  from  $40,000  to  $50,000  or  $60,000  a  month. 

The  Chairman.  How  about  these  local  taxes?  Did  you  have  any 
supervision  over  the  deposit  of  those? 

Mr.  Williams.  Have  I  impressed  that  incident  of  the  railroad 
accounts  upon  the  committee,  that  there  was  a  matter  which  I 
deliberately  gave  to  Mr.  Poole's  bank?  I  will  say  here  that  I  had 
felt  that  Mr.  Poole  seemed  to  be  working  pretty  hard  for  the  Liberty 
Loan,  and  I  thought  it  a  little  recognition  which  I  was  entitled  to 
extend  to  him. 

Senator  Flbtoher.  That  was  all  after  this  conversation? 

Mr.  Williams.  That  was  approximately  a  year  after  the  incident 
when  he  says  I  assured  him  he  could  never  get  any  consideration 
from  me  as  long  as  Mr.  Hogan  was  a  member  of  his  board,  and  when 
he  was  before  you  a  few  days  ago  he  refrained  from  mentioning  that 
incident  and  those  five  or  six  accounts,  with  the  balances  averaging 
every  month  something  like  $30,000  to  $60,000. 

Senator  C alder.  Did  he  know  you  had  caused  this  deposit? 

Mr.  Williams.  He  wrote  me  and  thanked  me,  expressed  his  deep 
gratification  and  appreciation  of  the  consideration  which  was  ex- 
tended to  his  bank  as  manifested  by  the  opening  of  those  accounts. 
He  came  to  my  oflice  some  time  last  year  with  several  members  of  the 
Rotary  Club,  or  Rotary  Committee,  and  I  said  to  him,  "  By  the  way, 
I  had  the  pleasure  of  having  several  accounts  opened  with  your  bank 
some  time  ago."  He  said,  ''Oh,  yes.  I  wrote  you  a  letter  expressing 
mv  thanks  for  it."  As  a  matter  of  fact,  I  had  not  seen  the  letter, 
wfiich  was  a  mere  acknowledgement,  which  was  filed  without  being 
shown  to  me.  But  he  had  expressed  to  me  his  appreciation  for  my 
opening  those  accounts. 

Here  are  deposits  in  the  Federal  National  Bank,  United  States 
GovemmeRt  deposits,  District  tax  fimd  deposits,  postal  savings 
funds.  There  are  three  Government  or  quasi-Govemment  deposits. 
The  United  States  deposit  in  November,  1917,  was  $78,201 ;  in  Decem- 
ber it  was  $73,349.21;  1918,  January,  $85,806.45;  February, 
$77,314.05;  March,  $76,410.38;  April,  $76,553.94;  May,  $76,343.21; 
June,  $77,303.19;  July,  $78,399.02;  August,  $74,481.53;  September, 
$79,687.61;  October,  $78,284.89;  November,  $76,081.20;  December, 
$76,609.51;  1919,  January,  $77,898.32;  February,  $78,216;  March, 
$78^039.59;  April,  $76,725.37;  May,  $80,473.35;  June,  $80^31.44. 
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Senator  Fletcher.  What  year? 

Mr.  Williams.  That  is  from  1917  to  June,  1919.  Then  comes  ilie 
District  tax  accomit.  You  asked  me  about  that,  Senator,  a  moment 
ago.    In  November,  1917,  it  was  $156,333.33,  and  then  it  continues : 


Deceiiiber,   1917 $121,333.33 

January,    1918 76,733.20 

February,    1918 52,500,00 

March,    1918 35,000.00 

May,    1918 66,346.99 

June,  1918 368,050.00 

July,    1918 385,509.68 


August,  1918 $329,639.00 

September,    1918 216,500.00 

October,   1918 125,709.68 

November,  1918 40,413.33 

May,   1919 43,669.35 

June,  1919 273,125.00 

July,   1919 285,000.00 


Here  is  another  Government  deposit  with  which  I  have  no  connec- 
tion whatsoever,  the  postal  savings. 


October,   1918 $23,191.00 

November,   1918 23, 932. 00 

December,   1918 24,795.00 

Januarj,  1919 67, 297. 00 

February,  1919 87, 893. 00 

March,    1919 85,729.00 

April,  1919 101, 042. 00 

May,   1919 99,712.00 

June,  1919 85,153.00 

July.   1919 85,423.09 


November,  1917 $19,092.00 

December,    1917 18,372.00 

January.    1918 19,424.00 

February,    1918 20,231.00 

March,    1918 20.885.00 

April,    1918 20,890.00 

May.    1918 20,897.00 

June,  1918 20,897.00 

July,    1918 20,886.00 

August,  1918 22,412.00 

Septeml>er,   1918 22,412.00 

There  is  a  list  of  some  of  the  public  and  quasi  public  deposits. 
Does  that  answer  your  question.  Senator? 

Senator  Fletcher.  The  only  question  would  be  whether  that  is  a 
fair  proportion  of  the  tax  money. 

The  Chairman.  Do  you  pass  on  the  banks  that  receive  those  de- 
posits? 

Mr.  Williams.  Do  I  determine  the  matter? 

The  Chairman.  Yes. 

Mr.  Williams.  I  do  not.  The  Secretary  of  the  Treasury  does 
that. 

The  Chairman.  Does  he  consult  with  you  ? 

Mr.  Williams.  I  think  the  items  he  asks  for  generally  are  the  in- 
dividual deposits  of  the  banks,  total  resources,  probably,  and  several 
other  items. 

The  Chairman.  You  would  not  have  your  attention  brought  to  it 
unless  he  made  some  special  request  for  special  information  ? 

Mr.  Williams.  It  has  been  customarv  a  ^eat  many  years  for  the 
Secretary  to  get  from  the  comptroller's  office,  in  the  spring  of  the 
year,  a  memorandum  or  statement  regarding  the  condition  of  the 
national  banks  of  the  District,  with  a  view  to  depositing  in  them 
such  proportion  of  the  District  funds  as  public  interest  seems  to  re- 
quire. That  has  been  customary  for  a  great  many  years.  I  think 
it  was  in  1914  when  that  inquiry  came  to  my  office  for  general  in- 
formation in  regard  to  the  national  banks  of  the  District.  I  called 
the  attention  of  the  Secretary  of  the  Treasury  to  the  fact  at  that 
time  that  one  of  the  banks  of  the  District  was  carrying  a  very  much 
smaller  proportion  of  its  assets  in  commercial  loans  than  the  other 
9  banks  or  10  banks,  or  whatever  it  was,  and  the  Secretary  of  the 
Treasury  in  alloting  the  funds  that  year,  and  the  several  years  there- 
after, eliminated  one  of  those  banks  from  the  list,  and  his  reasons 
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*  for  doing  so  were  set  forth  at  great  length  in  the  affidavit  of  the 
Secretary  of  the  Treasury  in  the  Riggs  case. 

The  Chairman.  That  was  the  Riggs  bank? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  So  I  take  it  that  neither  the  Fleet  Corporation 
funds  nor  the  tax  funds  came  directly  under  your  supervision  as  to 
the  deposits? 

Mr.  Williams.  They  did  not. 

The  Chairman.  Tliat  is,  that  they  had  full  power  to  put  them 
wherever  they  chose? 

Mr.  Williams.  And,  as  I  have  stated,  Mr.  Hogan's  allegation  or 
charge  to  the  effect  that  they  must  have  been  deposited  where  I  said 
was  unfounded. 

I  call  your  attention  to  the  fact  that  in  the  winter  of  1918,  as  to 
the  Federal  National  Bank,  so  far  from  having  been  discriminated 
against  in  the  matter  of  deposits,  I  think  we  will  find  that  from  a 
third  to  a  half  of  all  of  its  deposits  were  Government  or  (}uasi  Gov- 
ernment deposits,  more  than  any  other  bank  in  the  District,  by  far, 
to  the  best  of  my  knowledge  and  belief. 

Senator  Gronna.  I  have  been  reading  Mr.  Poole's  testimony,  Mr. 
Williams,  and  I  find  no  disagreement  between  you  and  him  so  far  as 
the  deposits  are  concerned.  There  is  just  this  difference,  that  he  uses 
the  word  "  Designated,"  he  was  designated  as  depository,  but  he  was 
not  "approved  by  your  office.  There  is  the  only  difference.  It 
seems  that  these  corporations  had  the  authority  to  designate  their 
own  depositaries.  That  seems  to  be  the  only  difference  between  you 
and  Mr.  Poole. 

Mr.  Williams.  They  did  not  have  to  be  approved  by  my  office  at 
any  time.  And,  as  I  nave  showh,  as  far  as  the  record  goes,  the  first 
communication  from  the  Shipping  Board  to  the  Secretary  of  the 
Treasury — I  do  not  know  how  long  thereafter  it  came  to  my  office — 
was  on  January  5.  They  asked  for  the  approval  of  the  Federal  Na- 
tional. In  the  letter  of  the  10th  they  asked  for  the  approval,  and 
January  11,  the  day  that  was  received,  it  appears  the  Secretary's 
office  wrote  to  the  Shipping  Board  with  a  view  to  returning  to  the 
Federal  Treasury  all  shipping  Board  funds. 

The  Chairman.  You  really  did  not  know  what  the  deposits  were, 
yourself? 

Mr.  Williams.  I  did  not.  And,  as  I  state,  I  asked  Mr.  Cooksey  if 
he  had  any  recollection  of  the  matters  being  discussed  with  us,  and 
he  said  that  if  there  was  any  discussion,  "  \  our  statement  must  have 
been  to  the  effect  that  the  Federal  National  would  be  satisfactory, 
because  we  made  no  change."  In  other  words,  if  I  had  reported  to 
him  that  the  Federal  National  Bank  was  in  a  weak  condition  or 
congested  condition,  the  presumption  is  that  some  other  bank  would 
probably  have  been  suggested  in  lieu  of  it.  But  those  suggestions 
related  to  the  solvency  of  the  banks. 

•  In  January,  1918,  the  total  deposits  in  the  Federal  National  Bank 
were  about  six  and  a  half  million,  and  the  public  deposits  of  various 
sorts  about  three  millions,  so,  instead  of  bemg  discriminated  against, 
if  there  is  any  charge  of  discrimination,  it  should  be  in  favor  of 
that  bank.    There  has  been  no  symptom  of  discrimination  against  it. 
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Attached  to  these  letters  of  January  6  and  10,  in  regard  to  the 
approval  of  the  Federal  National  Bank,  there  is  a  memorandum  from 
Mr.  Cooksey  dated  January  21 : 

May  I  ask  what  yon  would  suj?gest  in  this  connection? 

It  appears  to  have  been  received  there,  and  10  days  later  was  sent 
over  to  my  office  for  any  suggestions. 

The  Chairman.  What  is  the  date  of  that? 

Mr.  Williams.  January  21,  1918,  10  days  after  Secretary  Leffing- 
well  had  written  with  a  view  to  the  transfer  of  the  whole  business 
back  to  the  Treasury.    To  which  my  office  has  a  memorandum : 

To  Mr.  Cookhey: 

I  understand  tliat  the  comptroller  talked  with  you  on  phone  at>out  this  matter, 
and  that  no  further  action  from  the  c*ompt roller  Is  expected. 

January  29, 1918,  the  arrangements  had  been  made  and  practically 
completed,  or  in  process,  for  the  transfer  of  all  the  Shipping  Board 
funds  to  the  Treasury.  Therefore  the  matter  was  disposed  oi  in  that 
wav. 

Answers  unnecessary,  because  funds  of  the  corporation  have  been  transferred 
to  the  Treasury. 

If  there  is  any  link  that  is  not  complete,  I  would  like  to  have  it 
suggested,  to  show  that  there  has  been  absolutely  no  ground  whatso- 
ever for  the  charge  of  discrimination. 

I  want  to  make  this  statement,  and  suggest  that  it  might  be  well, 
Mr.  Chairman  and  gentlemen,  to  give  the  Chatham-Phoenix  Bank 
the  opportunity  for  denying  there  was  any  justification  whatsoever 
for  the  statements  made  by  Mr.  Hogan  to  the  effect  that  any  such 
proposition  had  ever  been  made  by  or  on  behalf  of  that  bank  to  get 
Shipping  Board  funds  indirectly  in  the  manner  suggested  by  these 
two  men. 

I  do  not  think  I  have  discussed  with  you  the  statement  fully  which 
Mr.  Poole  made  on  his  visit  to  my  office  of  December  20,  when  he 
made  that  mysterious  suggestion,  that  he  had  been  told  by  some  one 
that  if  he  would  deposit  funds  with  the  Chatham-Phoenix  Bank  in 
New  York  he  could  get  a  large  amount  of  Shipping  Board  funds. 
When  he  made  that  statement  to  me  I  regarded  it  as  preposterous, 
and,  I  might  also  say,  as  almost  infamous.  I  denounced  the  propo- 
sition instantly  when  he  made  it,  that  there  could  be  any  ground  or 
any  justification  for  any  such  statement  by  anyone.  I  thought  it  a 
most  improbfvble  story,  and  if  true,  exceedingly  culpable,  and  I  said 
to  him : 

AH  ri^ht.     If  you  think  it  is  true,  go  and  try  it 

His  statement  to  that  effect  is  correct.     I  said : 

Try  it,  and  stv  if  you  can  get  any  funds  that  way. 

I  told  him  to  do  that  because  I  regarded  the  statement  as  a  mali- 
cious fabri<*ation  by  some  enemy  of  the  administration  who  was  try- 
ing to  involve  those  gentlemen,  against  whom  they  were  hitting,  and 
who  were  men  absolutely  above  reproach,  and  who  would  not  counte- 
nance for  one  second  any  suggestion  or  intimation  of  any  such  deal 
or  transaction  as  that.  I  regarded  it  as  an  insult  to  the  gentleman 
who  was  connected  with  the  Chatham-Phoenix  Bank,  as  well  as  those 
who  were  connected  with  the  Shipping  Board,  and  I  did  not  believe 
there  was  an  iota  of  justification  or  foundation  for  the  ^twr^  •    'ftviXa'V 
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said,  ^^  If  you  think  there  is  anything  in  it,  go  and  try  it  and  see  if 
you  can  get  any  Shipping  Board  fund  deposit  that  way."  And  if 
he  tells  you  the  truth,  he  will  tell  you  that  I  was  indignant  at  the 
suggestion  that  he  should  undertake  to  represent  to  me  that  any  one, 
any  responsible  person,  should  have  made  to  him  any  such  sugges- 
tion. He  did  not  give  the  name  of  the  person  who  made  it.  1  do 
not  recall  that  I  asked  him  the  name.  I  felt  no  interest  in  it.  But 
I  did  denounce  it  as  obviously  false. 

Senator  Fletcher.  Who  were  the  officers  of  the  Chatham-Phoenix? 

Mr.  WiULOAMS.  Mr.  KaufFman  is  the  president  of  it.  Mr.  Bolfe 
Boiling  at  that  time  was  one  of  its  vice  presidents,  a  man  of  the  most 
unblemished  reputation.  There  is  no  man  in  the  city  who  stands 
higher  for  integrity  or  who  would  view  with  more  disdain  and  ab- 
horrence a  suggestion  of  anything  of  that  sort.  I  will  say  the  same 
as  to  his  brother,  who  was  connected  at  that  time  with  the  financial 
department  of  the  Shipping  Board,  and  I  assume  that  they  were 
trying  to  slander  one  or  the  other  of  those  gentlemen  by  some  sudi 
frame-up  as  that,  which  I  denounced  in  unmeasured  language  to  Mr. 
Poole  as  soon  as  he  mentioned  it  to  me. 

I  may  also  show,  as  a  further  indication  of  the  fact  that  I  was  not 
en  rapport  with  the  operations  of  the  Shipping  Board;  I  did  not 
know  that  the  Shipping  Board  had  any  account  with  him.  I  was 
assuming  that  he  was  complaining  or  wnining  that  he  ought  to  have 
some  accoimt,  but  it  seems  that  at  that  very  time  he  had  five  or  six 
hundred  thousand  dollars  there.  My  statement  to  him,  "Go  and 
try  it,"  was  based  upon  the  theory  that  he  had  no  account. 

Also,  I  want  to  denounce  his  statement  that  I  undertook  to  tell 
him  about  the  Metropolitan  Bank's  being  a  depositary.  I  think  that 
was  a  statement  whicn,  as  far  as  I  know,  was  made  without  any  justi- 
fication at  all.  I  have  no  recollection  whatsoever  of  alluding  to  the 
Metropolitan  National  Bank  as  being  one  of  the  depositaries. 

As  to  the  Chatham-Plioenix  National  Bank,  I  think  it  quite  possi- 
ble that  I  may  have  mentioned  to  him  that  I  was  under  the  impression 
that  the  Chatham-Phoenix  might  have  been  one  of  the  depositaries 
at  that  time  of  the  Shipping  Board  as  a  reason  for  there  being  still 
less  justification  for  that  story  that  they  were  trying  to  get  indirect 
deposits  if  they  had  direct  deposits. 

I  think  that  the  Phoenix  National  Bank  probably  had  been  passed 
upon  some  months  before  as  being  a  bank  in  good  condition.  But, 
as  I  say,  I  do  not  recall  vividl.y  whether  or  not  there  was  any  mention 
made  of  the  Chatham-Phoenix  National  Bank  being  a  depositary, 
but  I  will  say  that  it  would  have  been  a  very  natural  thing  for  me 
to  have  said,  if  it  had  occurred  to  me  at  that  time,  that  the  Chatham- 
Phoenix  was  a  depositary,  or  had  been  approved,  and  to  say,  "  Why 
should  the  Chatham-Phoenix  try  to  get  deposits  in  an  indirect  way 
if  they  are  already  a  depositary  ? "  In  other  words,  as  indicating 
that  the  frame-up  or  the  story  which  he  had  brought  to  me  was  ab- 
surd from  any  point  of  view  that  jou  would  view  it. 

I  respectfully  submit,  Mr.  Chairman,  and  suggest  to  you,  if  it  has 
not  been  cleai^d  up  to  the  satisfaction  of  your  committee,  that  some 
one  be  sununoned  who  can  give  you  the  truth  about  this  allegation  of 
Mr.  Poole  in  regard  to  the  statement  that  he  was  requested  not  to  say 
anything  about  the  story  that  he  could  get  Shipping  Board  deposits 
hj  depositing  with  the  Chatham-Phoenix  Bank. 
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Mr.  Bamsey,  who  appeared  before  you,  has  told  you  that  as  far 
as  he  was  concerned  the  statement  was  untrue  and  unwarranted; 
but  I  do  not  understand  that  anyone  has  appeared  here  thus  far  to 
denounce  or  to  pass  upon  the  correctness  of  Mr.  Poole's  statement  to 
the  effect  that  when  a  larp^e  deposit  was  made  with  him  two  or  three 
weeks  after  or  some  time  after  his  statement  to  me  about  the  method 
of  getting  Shipping  Board  deposits  he  had  been  asked  not  to  say  any- 
thing about  the  Chatham-Phoenix  account.  The  man  that  carried 
that  deposit  to  Mr.  Poole's  bank  from  the  Shipping  Board  is  entitled 
to  say  whether  Mr.  Poole  told  the  truth  or  whether  he  falsified  be- 
fore this  committee  in  saying  that  he  was  asked  not  to  say  anything 
about  that  story. 

Personally,  I  think  it  is  an  infamous  slander,  and  I  think  that  if 
you  bring  the  men  who  are  competent  to  pass  upon  it  they  will  tell 
you  so;  but  I  was  not  present,  and  knew  nothing  about  it.  I  want 
to  make  it  very  clear  that  I  knew  nothing  about  the  Shipping  Board's 
account  with  the  Federal  National  Bank  at  any  time  except  such  gen- 
eral information  as  may  have  been  in  my  files  from  the  formal  re- 
ports of  that  bank  as  to  which  I  will  mention  that  my  attention  had 
not  been  directed. 

Mr.  Poole  says  that  the  first  business  was  through  Mr.  Soleau,  Wil- 
liam L.  Soleau,  who,  I  suppose,  was  the  treasurer  or  disbursing  officer 
of  the  Shipping  Board.  Perhaps  he  can  give  you  some  information 
on  that  subject. 

I  think  it  is  most  unfortunate  that  the  names  of  these  absolutely 
trustworthy  and  responsible  men  should  be  dragged  in  an  unpleasant 
way  into  this  testimony  without  any  evidence  of  any  sort,  whatso- 
ever to  corroborate  the  insinuations  which  are  made. 

Mr.  Poole  states  on  page  9  of  the  typewritten  copy  of  the  hear- 
ing of  Monday,  July  14,  that  Mr.  Ramsey  urged  a  generous  deposit 
with  the  positive  assurance  that  "  if  we  would  place  at  least  $100,000 
there  we  would  receive  in  a  few  days  not  less  than  $500,000  of  the 
Emergency  Fleet  Corporation's  funds."  At  that  very  time  the  bank 
had  about  $500,000,  as  I  understand  it,  or  maybe  more;  anyhow,  they 
had  a  large  deposit  of  the  Shipping  Board's. 

He  says: 

I  (lid  not  tell  Ramsey  we  already  had  an  account.  I  did  tell  Mm  I  would 
think  it  over. 

Mr.  Ramsey  has  made  his  statement  to  you,  and  I  think  they 
should  be  entitled  to  great  weight  as  offsetting  the  improbable  and 
unfair  statements  of  Mr.  Poolo  in  that  connection.  I  do  think  that 
the  committee  should  l)e  infoimed  as  to  whether  there  was  any 
ground  whatsoever  for  the  suggestion  which  he  claims  was  made 
when  the  large  de])osit  was  made  with  him  two  or  three  weeks  after 
his  informing  me  of  the  suggestion  which  had  reached  him,  "Please 
don't  say  anything  about  the  Chatham-Phoenix."  It  was  evidently 
without  the  slightest  justification. 

Gentlemen,  this  is  a  very  hot  evening,  and  I  do  not  want  to  tax 
your  patience  any  more  unless  there  are  some  points  in  the  testimony 
that  I  have  not  ix»en  able  to  close  up. 

The  Chairman.  How  much  time  do  you  think  you  will  require  to 
close  your  statement? 

Mr.  Williams.  It  depends  on  how  many  witnesses  you  have  still 
to  hear. 
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The  Chairman.  Up  to  date,  have  you  finished  with  your  reply? 

Mr.  Williams.  I  have  not  answered  Mr.  Hogan  as  yet,  except  as  to 
these  two  particular  questions.  WTiat  other  witnesses  am  I  expected 
to  reply  to?     I  hoped  to  have  Mr.  McFadden  to-day. 

The  Chairman.  Do  you  want  to  reply  to  Mr.  Hop^an  now?  If  you 
do,  you  may  as  well  proceed. 

Mr.  Williams.  I  would  prefer  to  take  that  up  anew  at  the  start. 
These  two  incidents  T  thought  we  mi^ht  get  out  of  the  way  this 
afternoon.  I  have  referred  to  the  Shippinp^  Board  matter  and  the 
Red  Cross  matter. 

The  Chairman.  We  want  to  finish  this  hearing  some  time,  Mr. 
Williams,  and  I  do  not  know 

Mr.  Williams.  What  other  witnesses  would  you  like  me  to  answer? 

The  Chairman.  I  do  not  know  of  any  other  witnesses. 

Mr.  Williams.  Will  you  get  Mr.  Jones? 

The  Chairman.  Mr.  Jones  was  here  this  morning;  he  is  not  here 
now. 

Seriator  Gronna.  I  underst^ind  he  is  right  here  [indicating  clerk's 
office]. 

The.  Chairman.  How  much  more  time  do  you  think  you  will  need 
in  order  to  finish,  Mr.  Williams? 

Mr.  WnjLiAMS.  You  mean,  if  there  are  no  more  witnesses? 

The  Chairman.  Yes. 

Mr.  Williams.  I  think  in  two  or  three  hours  I  can  get  through. 

The  Chairman.  You  want  two  or  three  hours  more? 

Mr.  Williams.  Perhaps  less. 

The  Chairman.  Mr.  Jones,  do  you  want  to  go  on  this  afternoon  ? 

Mr.  Jones.  I  would  rather  not  until  I  get  the  testimony  taken 
subsequently  to  my  former  statement. 

The  Chairman.  Have  you  seen  your  statement? 

Mr.  Jones.  No,  sir;  I  have  not. 

The  Chairman.  To-morrow   we  have   other  matters  before   the 

committee. 

Mr.  Williams.  Mr.  Chairman,  may  I  inquire  whether 

The  Chairman.  I  can  not  promise  you  that  there  will  be  no  more 
witnesses,  but  if  there  are  you  will  have  ample  opportunity  to  reply. 

Mr.  Williams.  I  would  like  especially  to  have  the  opportunity  of 
having  Representative  McFadden  come  before  the  committee. 

The  Chairman.  Well,  all  I  can  say  is  that  Mr.  McFadden  has 
been  notified;  he  was  notified  this  morning. 

The  committee  will  adjourn  as  to  this  matter  until  Wednesday 
morning  at  10  o'clock. 

(Whereupon,  at  3.45  o'clock  p.  m.,  the  hearing  in  this  matter  was 
adjourned  imtil  Wednesday,  July  23,  1919,  at  10  oVlock  a.  m.) 
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THXJBSDAY,  JULY  24,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D.  C. 

The  conmiittee  met,  pursuant  to  adjournment,  at  10.30  o'clock 
a.  m.,  in  the  committee  room.  Senate  Office  Building,  Senator  George 
P.  McLean  presiding. 

Present:  Senators  McLean  (chairman),  Gronna,  Newberry,  Keyes, 
and  Fletcher. 

The  Chairman.  The  committee  will  be  in  order.  Proceed,  Mr. 
Jones. 

STATEMENT  OF  lOl.  E.  A.  TONES,  OF  TTNIONTOWN,  PA.— Besumed. 

Mr.  Jones.  Mr.  Chairman  and  gentlemen  of  the  committee,  this 
statement,  of  course,  is  supplementary  to  my  former  statement,  and, 
as  I  explained  at  that  time,  I  did  not  have  the  records  of  the  United 
States  courts  with  which  to  establish  certain  facts  that  I  then  men- 
tioned in  connection  with  the  sale  of  the  bank  building  and  the  ad- 
ministration of  this  trust  stock  in  the  hands  of  Comptroller  Wil- 
liams, which  now  I  want  to  submit,  together  with  such  explanation 
as  may  be  necessary  in  order  that  the  record  may  be  intelligible. 

In  reply  to  the  suggestion  of  members  of  the  committee  that  I  sub- 
mit some  data  with  reference  to  the  value  of  the  building,  I  wish  to 
say  that  the  bank  building  property  is  an  11-story  buildmg,  145  feet 
3  mches  on  Main  Street,  153  feet  5  inches  on  Peters  Street,  including 
the  opera  house,  assessed  now  at  $300,000  and  sold  February  23, 1918, 
for  $700,000. 

The  Frock  Building,  a^pother  building  fronting  on  the  same  street, 
one  end  a  two-storv  building,  78.31  feet  on  Main  Street,  assessed  at 
$37,000,  sold  JuneX  1919,  at  $115,000. 

Clagett  property,  two  story,  36  feet  front  on  Main  Street,  assessed 
at  $20,000,  sold  June  7,  1919,  at  $61,000.  The  Clagett  property,  two 
stories,  sold  for  $1,600  per  front  foot;  the  bank  building,  11  stories, 
sold  for  about  $4,600  per  front  foot.  The  bank  building  being  more 
than  five  times  as  high  ought  to  be  worth  five  times  as  much,  or 
$8,000  a  front  foot,  almost  twice  what  it  sold  for.  I  am  told  that 
James  I.  Feather,  the  purchaser,  had  that  building  appraised  hy  a 
competent  engineer,  but  I  did  not  get  his  name  because  I  am  in- 
formed that  this  committee  does  not  have  authority  to  subpoena 
witnesses — I  mean,  at  least,  it  is  not  the  policy  to  subpoena  witnesses. 

The  Chairman.  That  depends  entirely  upon  circumstances. 
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Mr.  Jones.  That  may  be.  My  point  with  reference  to  the  building 
is  that  by  selling  it  when  it  was'  sold,  it  or  its  value,  whether  $700,000 
or  $1,800,000,  was  unnecessarily  lost  to  these  stockholders.  It  is 
not  a  question,  gentlemen,  as  to  the  actual  value  of  the  building. 
The  point  is  that  the  building  was  taken  from  the  stockholders  by 
the  comptroller  while  the  comptroller  had  collateral  that  he  ought 
to  have  first  disposed  of,  and  saved  the  bank  building;  that  is,  the 
proceeds  of  the  bank  building  only  could  go  toward  the  payment  of 
deposits,  but  the  proceeds  of  this  collateral  stock  were  to  be  applied 
not  only  to  the  payment  of  depositors  but  to  other  purposes,  and 
when  they  sold  the  building  to  pay  the  depositors  then  the  comp- 
troller has  in  his  hands  this  stock  to  apply  the  proceeds  to  other  pur- 
poses outside  that  of  the  payment  of  the  debts  of  the  bank. 

Before  I  go  into  the  records  I  want  to  submit,  in  connection  with 
mv  former  statement,  some  matters  with  reference  to  the  testimony 
of  Mr.  Williams,  Mr.  Sherrill  Smith,  and  Mr.  Strawn. 

Mr.  Sherrill  Smith  and  John  H.  Strawn  stated  that  foreigners  were 
deceived  by  bank  oflScials,  induced  to  loan  money  to  privatip  individ- 
uals when  they  thought  they  wei^e  putting  their  money  in  bank  on 
time  deposit.  That  may  l)e  true.  I  do  not  for  one  moment  defend 
or  justify  such  banking  methods.  But  let  us  see.  There  were  34 
suits  brought  in  our  local  court  on  such  claims,  aggregating  $43,- 
J)34.40.  In  all  of  these  cases  Strawn  filed  affidavits  of  aefense,  and 
swore  as  follows: 

8.  He  believes  there  is  a  just  and  lepil  «lefense  to  tlie  <-laiui  of  tlie  plaintiffs, 
and  tlie  facts  on  wliicli  he  liases  tlmt  l)elief  are  that  the  lH>okH  of  the  bank  show 
no  indebtedness  to  the  plaintiflFs,  and  tliat  he  lias  been  advised  and  expects 
to  l>e  able  to  prove  tliat  no  fraud,  dt»oeption,  or  misrepresentation  was  practiced 
ui)on  tlie  plaintiffs,  or  either  of  tlieni.  and  that  tlie  said  bank  is  not  liable  on 
account  of  the  transaction  of  which  conii)laint  i*«  made. 

Mr.  Strawn  swears  in  34  affidavits  of  defense  that  he  was  advised 
that  there  were  no  misrepi'esentations  and  no  deception.  Two  of 
those  cases  have  been  tried  in  court,  and  verdicts  rendered  in  favor 
of  the  bank.  But,  gentlemen,  wliat  has  that  to  do  with  the  admin- 
istration of  the  assets  of  this  bank  bv  Mr.  Williams? 

Mr.  Strawn  further  testifier  that  there  were  $400,000  of  these 
claims — that  is,  where  foreigners  were  alleged  to  have  been  deceived; 
and  vet  Mr.  Buclianan  told  me  in  Mr.  Strawn's  pi-esence  in  Mr. 
Williams's  office,  on  Jiilv  11, 1919,  tlmt  of  this  $400,000  the  foreigners 
had  sued  the  makers  of  the  notes  for  $200,000;  and  that  eliminated 
that  much  of  the  $400,000  from  any  consideration.  And  yet  Mr. 
Strawn  tells  you  that  there  were  $400,000  involved  in  that  feature 
of  the  settlement  of  this  bank.  There  were  suits  brought  for  but 
$43,000  of  this  $400,000,  as  Mr.  Strawn  claims. 

Xow,  gentlemen,  ])lease  do  not  ])Ut  this  bank  in  the  class  of  in- 
solvent banks,  resulting  fi*om  defalcations — ^that  is,  whei^e  the  bank 
was  looted  by  its  officials.  Such  is  not  the  case.  Mr.  Thompson 
overinvested  in  coal  lands,  had  his  friends  do  the  same,  and  they 
in  tuni  borrowed  too  much  money  from  tliis  bank,  and  thus  ex- 
hausted its  cash,  could  not  replenish  it,  and  the  bank  was  closed. 

One  witness  says  there  were  overdrafts.  Maybe  we  can  account 
for  that.  Before* blaming  Mr.  Thompson  too  much,  I  suggest  that 
you  ask  Mr.  Williams  three  questions. 
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First,  "Did  you,  Mr.  Williams,  or  your  department,  write  a. letter 
letters  to  banks  advising,  or  suggesting,  befoi-e  that  baiil^  was 
closed,  that  they  unload  Thompson  paper?  " 

^-  I  have  been  told  a  banker  came  to  Washington  before  tha^  bank 

'^as  closed  with  one  of  those  letters  to  show  it  to  Mr.  Williani^  if  he 

*T||enied  it.    One  official  of  that  bank  told  me  just  after  the  baiK  was 

closed,  when  I  asked  him  if  he  had  seen  any  of  those  letters,  that  he 

had  not  seen  the  letter,  but  that  Thompson's  paper  was  presented  to 

the  bank  for  payment "  in  a  flood,"  as  he  expressed  it. 

The  second  question  I  want  you  to  ask  Mr.  Williams  is,  "  Mr.  Wil- 
liams, did  you  advise  your  bank  examiners  to  intimate,  suggest,  or 
direct  bankei*s  over  the  country  to  unload  Thompson's  paper? " 

A  man  who  paid  a  $20,000  note  of  Thompson'is  in  a  Tbank  told  me 
within  the  last  two  weeks  that  he  had  a  friend  down  South  in  the 
banking  business,  and  that  the  friend  told  him  that  the  examiner 
who  visited  his  bank  so  instructed  that  bank. 

Third,  "  Mr.  Williams,,  if  you  did  either  of  those  two  things — write 
a  letter  or  give  your  examiners  such  instructions — when  did  you  do 
it?" 

I  submit,  gentlemen,  that  until  Mr.  Williams  answers  those  three 
questions  there  ought  to  be  a  serious  doubt  in  your  minds  as  to  the 
propriety  of  confirming  his  appointment. 

Gentlemen  of  the  committee,  that  may  explain  whv  Thompson 
borrowed  so  much  money  from  this  bank;  why  he  ha^  his  friends 
borrow  so  much  money  from  this  bank;  why  he  borrowed  money 
from  every  man,  woman,  and  child  in  our  community  from  whom  he 
could  borrow  money ;  and  why  he  paid  a  bonus  to  the  amount  of  5, 10, 
20,  or  30  per  cent.  If  Mr.  Williams  deliberately  disturbed  Mr. 
Thompson's  credit  and  thus  drained  the  cash  out  of  that  bank  and  out 
of  our  community,  is  there  a  man  on  this  committee  that  would  rec- 
ommend his  confirmation  ?  E.  S.  Hackney's  name  was  mentioned  as 
a  man  who  withdrew  his  deposit  of  $250,000.  Mr.  Hackney  told  me, 
just  after  the  bank  was  closed,  that  he  put  that  $250,000  in  cash  in  the 
bank  to  help  the  bank ;  that  Mr.  Williams  sent  for  him  and  made  him 
take  it  out  as  a  deposit.  Would  it  not  be  interesting  and  pertinent, 
as  bearing  upon  Williams's  confirmation,  to  know  how  long  he  per- 
mitted the  innocent  public  to  deposit  in  that  bank  after  he  made  Mr. 
Hackney  withdraw  what  Williams  called  an  unlawful  deposit  ? 

Strawn  says  that  Mr.  Thompson  called  the  public  meeting  held  in 
the  courthouse  on  February  22,  1918,  to  remonstrate  against  the  sale 
of  the  bank  building.  That  is  not  true.  I  called  that  meeting  myself 
and  paid  out  of  my  own  pocket  for  the  telegram  to  Mr.  Williams  by 
which  I  conveyed  to  Mr.  Williams  the  substance  of  the  remonstrance 
that  was  passed  at  that  meeting. 

Now,  bear  with  me  a  moment  further  and  I  will  remove  another 
bit  of  rubbish  from  this  record.  As  I  said  before,  I  attended  the 
sessions  of  your  committee  on  the  8th  and  9th  of  July,  and  when  I 
got  home  to  Uniontown  on  the  morning  of  the  10th  I  found  this 
letter,  which  I  now  offer  in  evidence. 

Senator  Fletcher.  Before  you  pass  from  that  may  I  ask  if  you 
were  then  Mr.  Thompson's  coimsel? 

Mr.  Jones.  No,  sir ;  I  have  never  been  Mr.  Thompson's  counsel. 

Senator  Fletcher.  Whom  do  you  represent? 

Mr.  Jones.  I  represent  the  independent  stockholders  of  this  bank. 
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Senator  Fletcher.  Who  are  they? 

Mr.  Jones.  You  mean  by  name? 

Senator  Fletcher.  Give  us  an  idea  of  the  amount  of  stock  they 
owned. 

Mr.  Jones.  Mr.  Thompson  owned,  at  the  time  he  went  into  bank- 
ruptcy, 614  shares  of  stock;  Mr.  Hackney  owned  175  shares;  and, 
then,  all  the  remaining  stockholders,  prooably  some  18  or  20  per- 
sons interested,  owned  the  balance  in  small  quantities  of  from  2  to 
10  or  20  shares. 

Senator  Fletcher.  How  much  was  the  balance? 

Mr.  Jones.  It  was  incorporated  at  $100,000.  There  were  1,000 
shares.  In  the  petition  I  presented  to  Pittsburgh  to  intervene  in 
the  equity  case  I  represented  all  but  two  of  the  mdependent  stock- 
holders^ and,  as  I  said  before,  that  petition  was  presented  at  the 
suggestion  of  the  trustees  of  Mr.  Thompson  in  bankruptcy — ^that  is, 
I  mean  they  cooperated  with  it — so  that  at  the  time  I  went  to  Pitts- 
burgh, to  present  that  petition  to  intervene,  I  had  autJiority  from 
at  least  800  of  the  1,000  shares  of  stock. 

Senator  Fletcher.  You  represented  those  people  when  you  ap- 
peared down  here  in  Washington? 

Mr.  Jones.  Certainly.  I  have  never  been  discharged,  as  far  as  I 
know. 

Senator  Fletcher.  You  may  have  represented  somebody  else  be- 
sides them. 

Mr.  Jones.  I  understand.    But  I  do  not. 

Senator  Fletcher.  You  represented  them,  and  represent  now, 
these  independent  stockholders  ? 

Mr.  Jones.  That  is  exactly  whom  I  represent. 

Senator  Fletcher.  Will  you  name  them  and  the  number  of  shares 
they  own? 

Mr.  Jones.  I  had  authority  from  Judge  Umbel  to  represent  E.  S. 
Hackney.  Mr.  Hackney  was  at  that  time  in  the  South.  I  had  au- 
thority by  power  of  attorney  regularly  signed,  formally  drawn  up. 
Frank  Semans  signed  that  power  of  attorney. 

Senator  Fletcher.  How  many  shares  did  each  one  have? 

Mr.  Jones.  We  will  get  that  from  the  record  in  a  minute.  I  might 
say  to  the  committee  that  when  I  visited  Mr.  Williams  down  in  his 
lomce  on  July  11  to  get  some  information  I  wanted  to  get  from  him, 
he  consumed  more  time,  Senator  Fletcher,  in  his  effort  to  get  me  to 
say  whom  I  represented,  than  was  used  in  the  remainder  of  the  in- 
terview. And  if  he  sent  up  a  suggestion  to  you  to  ask  me  that  ques- 
tion, I  explained  this 

Senator  Fletcher  (interrupting).  I  asked  the  question  upon  my 
own  responsibility,  without  any  suggestion. 

Mr.  Jones.  I  want  to  say  that  Mr.  Williams  consumed  as  much 
time  in  trying  to  get  me  to  tell  him  whom  I  represented  at  that  in- 
terview as  he  did  in  telling  me  the  information  I  was  seeking  as  their 
attorney. 

Senator  Fletcher.  Of  course,  I  know  nothing  about  the  interview 
and  nothing  about  the  suggestion. 

Mr.  Jones.  1  understand. 

Senator  Fletcher.  It  just  occurred  to  me  that  I  have  been  assum- 
ing that  you  repi'esented  Thompson.    I  thought  you  did. 
L     Mr.  Jones.  I  never  represented  Thompson. 
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Senator  Fletcher.  If  you  do  not  represent  Thompson,  then  I 
wanted  to  know  whom  you  did  represent,  that  is  all. 

Mr.  Jones.  I  represented  E.  S.  Hackney  by  authority  of  Judge 
Umbel,  his  attorney.  Mr.  Hackney  was  then  spending  the  winter 
in  the  South.  Frank  M.  Semans  siffned  that  power  of  attorney, 
J.  D.  Rudy  signed  it,  J.  D.  Hess  signed  it,  the  executors  of  the  estate 
of  J.  M.  Husted  signed  it,  Delia  Mertz,  represented  by  the  executor 
of  her  father's  will,  signed  it. 

Senator  Fletc^ier.  i  ou  do  not  have  the  number  of  shares  opposite 
each? 

Mr.  Jones.  Yes,  I  do. 

Senator  Fletcher.  Just  state  that. 

Mr.  Jones.  E.  S.  Hackney,  176  shares;  F.  M.  Semans,  65  shares: 
J.  D.  Rudy,  11  shares;  J.  I).  Hess,  11  shares;  Husted  estate,  20 
shares ;  Mertz  estate,  20  shares ;  Monroe  Hop  wood 

I  do  not  recall  whether  he  signed  that  or  not.    He  has  13  shares. 

Minnie  L.  Redburn,  10  shares;  Williain  Hunt  estate,  10  shares. 

And  then  eight  members  of  the  Jeffries  family,  2  shares  each.  And 
in  addition  to  that,  as  I  said,  the  trustees  of  Mr.  Thompson  in  bank- 
ruptcy were  cooperating  with  me,  and  they  owned  614  shares. 

It  will  be  observed  that  Mr.  Buchanan's  letter,  which  I  submit,  is 
dated  July  8,  which  is  the  first  day  I  appeared  before  the  committee, 
and  that  the  envelope  shows  it  was  mailed,  as  stamped,  July  9,  at 
12  p.  m. 

(The  letter  referred  to  is  copied  in  the  record  as  follows : 

Tbeasubt  Depabtment, 
Office  of  Ck>MPTBOiiJSE  of  the  Cukbenct, 

WMhington,  July  8,  1919. 
Mr.  A.  E.  Jones, 

Attorney,  UnUmtawn,  Pa, 

Deab  Sib  :  Your  letter  addressed  to  the  Comptroller  of  the  Currency  for  my 
attention  was  forwarded  to  me  and  on  account  of  a  washout  on  the  N.  &  W. 
Ity.  was  delayed  in  reaching  me  before  I  left  my  home  in  Virginia,  and  It  has 
just  been  received.  You  are  advlsetl  that  the  shareholders'  bond  has  been  fixed 
at  $150,000  and  the  papers  are  bein^^  prepared  for  the  election  of  shareholders* 
agent,  to  take  place  on  August  15,  30  days*  notice  being  required. 
Very  truly, 

B.  D.  Buchanan. 


Treasury  Department, 
Office  of 
Comptroller  of  the  Currency. 
Return  after  flye  days. 


[  Envelope.] 


(Washington, 

July  9, 12  p.  m. 

D.C.) 


(Stamp.) 


Mr.  A.  E.  Jones, 

Attorney  at  Law, 

Union  town.  Pa. 

Mr.  Jones.  Immediately  uix)h  receipt  of  that  letter  I  wired  Mr. 
Williams  for  an  interview  by  engagement  on  the  following  day.  I 
got  that  letter  on  the  IQth.  I  had  been  down  here  on  the  8th  and 
9th,  and  sat  in  this  room  as  a  spectator,  simply  looking  after  the 
interests  of  my  clients,  and,  as  I  said,  when  I  arrived  home  I  found 
that  letter  on  mv  desk  at  9.30  of  the  10th.  I  immediately  wired  the 
compti-oller,  ana  received  no  reply  from  the  comptroller,  but  I  took 
the  train  at  12  o'clock  that  night  for  Washington.  I  arrived  in 
Washington  the  following  morning,  and  went  to  Mr.  Buchanan's 
office  at  9  o'clock,  and  asked  hun  if  I  might  see  the  comptroller. 

The  Chairman.  What  did  you  wire  the  comptroller? 
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Mr.  Jones.  "  Buchanan  letter  received.  May  I  have  an  interview 
with  you  and  Mr.  Buchanan  to-morrow  in  Washington?" 

I  got  no  reply  to  that^  but  I  came  to  Washington  anyway. 

The  Chairman.  You  had  no  reply? 

Mr.  Jones.  I  had  no  reply. 

Senator  Fletcher.  Let  me  imderstand  you.  You  were  then  repre- 
senting these  shareholders  you  have  named? 

Mr.  Jones.  Absolutely. 

Senator  Fletcher.  And  you  say  you  still  represent  them?  You 
still  have  authority  to  represent  them? 

Mr.  Jones.  I  do,  so  far  as  I  have  not  been  discharged.  There  is 
not  a  man  of  the  bunch  of  them  who  has  said  to  me,  "Jones,  you 
are  not  in  our  employ."    They  signed  that  power  of  attorney. 

Senator  Fletcher.*^  What  was  the  date  of  that  ? 

Mr.  Jones.  It  was  either  the  week  before  the  bank  buildi^  was 
sold,  or  the  week  afterwards.  I  presented  that  petition  to  the  United 
States  court  to  intervene  in  the  equity  case  immediately  after  the 
power  of  attorney  was  signed,  and  that  petition  is  already  in  evi- 
dence. 

The  Chairman.  Have  you  any  correspondence  with  your  clients? 

Mr.  Jones.  To  show  my  authority? 

The  Chairman.  Recently.  Have  you  discussed  this  matter  with 
any  of  them  ? 

Mr.  Jones.  Certainly  I  have. 

The  Chairman.  By  correspondence? 

Mr.  Jones.  Certainly  I  have.  Mr.  Hess  was  in  my  office  the  other 
day.  He  told  me  he  had  to  lift  Mr.  Thompson's  note  of  $20,000  in 
the  bank,  where  the_bank  had  told  him  that  Mr.  Strawn  s  examiner 
had  told  the  bank  to  unload  Thompson's  paper.  He  is  one  of  these 
stockholders  in  this  bank,  and  he  has  Thompson's  note  for  $20,000 
to-day  that  he  had  to  pay. 

Senator  Fletcher,   iou  say  that  telegram  was  not  answered? 

Mr.  Jones.  When  I  got  back  home  Sunday  morning,  the  12th,  I 
received  an  answer. 

The  Chairman.  That  is  the  question  I  asked  you,  if  you  had  re- 
ceived any  answer. 

Mr.  Jones.  I  beg  your  pardon.  When  I  arrived  home  the  next 
morning,  Sunday  morning  of  the  12th,  there  was  a  telegram  on  my 
desk  indicating,  as  stated  on  the  telegram,  that  it  had  been  received 
in  Uniontown  at  10.40  a.  m.  on  Saturday  the  11th,  and  at  that  time 
I  was  in  Washington. 

Gentlemen,  one  other  misapprehension  probably  is  in  the  minds  of 
some  of  you,  with  reference  to  the  election  of  this  liquidating  agent, 
and  the  holding  of  this  shareholders'  committee  meeting.  In  the 
last  eight  months  I  have  not  been  attempting  to  have  that  meetinjg 
held  because  conditions  down  there  were  not  such  that  we  wanted  it 
held,  and  for  this  reason,  that  this  614  shares  of  Thompson's  stock 
is  in  the  Farmers'  Deposit  Bank  in  Pittsburgh,  Thompson  is  in  bank- 
ruptcy, and  there  is  some  question  as  to  who  may  vote  it,  Mr.  Given, 
the  president  of  that  bank,  died  about  a  week  before  I  came  to  Wash- 
ington on  July  11.  He  had  charge  of  this  Thompson  affair,  and  up 
to  that  time  we  knew  Mr.  Given's  position  in  the  matter,  but  to-day 
we  do  not  know  what  the  position  of  the  president  of  the  bank  may 
be,  and  that  is  why  I  said  to  Mr.  Buchanan  on  July  11  that  we  did  not 
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want  the  meeting  held  now.  And,  in  addition  to  that,  there  is  a  pro- 
ceeding in  the  tmited  States  Bankruptcy  Court  to  seU  the  Thompson 
estate  for  $18,000,000,  and  the  petition  for  the  sale  of  that  property 
in  bulk  is  now  before  the  court  for  confirmation,  and  we  do  not  know 
who,  under  that  agreement,  owns  this  614  shares.  That  would  be 
suflScient  reason,  if  imown  to  the  comptroller,  to  prompt  him  to  post- 
pone this  meeting  of  the  shareholders  for  a  week  or  two  until  that 
sale  is  confirmed  or  not  confirmed. 

Senator  Fletcher.  You  mean  you  have  an  offer  to  pay  $18,000,000 
for  his  assets,  and  you  are  asking  the  court  to  allow  the  sale  to  be 
made  ? 

Mr.  Jones.  Yes,  sir;  and  there  is  $500,000  on  deposit  in  Pittsburgh 
to  guarantee  the  carrying  out  of  that  contract. 

Senator  Fletcher.  How  much  is  the  entire  indebtedness? 

Mr.  Jones.  His  entire  indebtedness  is  probably  $35,000,000.  Of 
this  $18,000,000  is  was  provided  in  the  contract  that  $5,500,000  goes 
to  the  common  creditors  of  Mr.  Thompson.  I  do  not  like  to  take  so 
much  time,  gentlemen  of  the  committee,  in  reference  to  this  inter- 
view down  in  Mr.  Williams's  office,  but  I  do  want  to  say  just  this, 
when  I  went  in,  Mr.  Williams  said  to  me,  "  Mr.  Jones,  what  is  your 
proposition  ? "  After  he  had  spent  10  or  15  minutes  trying  to  find 
out  whom  I  represented  I  said,  "  There  are  four  propositions.  First, 
the  basis  of  fixing  the  bond  of  the  agent."  That  I  wanted  to  talk 
over  with  him.  That  was  explained  by  Mr.  Buchanan  to  my  satis- 
faction. 

Second,  "Why  was  the  bank  building  sold  when  it  was?  "  We 
discussed  that  for  some  time  with  Mr.  Williams,  and  there  was  no 
satisfactory  explanation. 

Third,  "*What  was  the  agreement  with  Mr.  Thompson  concerning 
those  10,000  shares  of  stock  now  in  your  hands?  " 

Let  me  say,  gentlemen  of  the  committee,  right  here,  that  this  has 
been  the  crux  of  this  whole  matter,  as  the  records  from  the  United 
States  court  will  show  after  I  submit  them  to  you,  with  such  com- 
ments as  I  shall  make. 

The  comptroller,  Mr.  Williams,  got  these  10,000  shares  of  stock 
under  a  specific  agreement  with  Mr.  Thompson. 

The  Chairman.  What  stock? 

Mr.  Jones.  The  10,000  shares  of  coal  stock  that  were  hyi)othecated 
with  Mr.  Williams  by  Mr.  Thompson.  There  was  a  specific  agree- 
ment, and  I  have  offered  some  of  tne  letters  to  show  what  that  agree- 
ment was.  If  those  10,000  shares  of  stock  had  been  sold  or  re- 
deeemd  by  Mr.  Thompson  before  that  bank  building  was  sold,  and 
the  proceeds  of  that  stock  applied  to  the  payment  of  Mr.  Thomp- 
son's indebtedness  to  the  bank,  as  was  agreed  between  Williams  and 
Thompson,  there  would  have  been  no  necessity  to  rob  these  stock- 
holders of  this  bank  building.  That  is  the  proposition  And  Mr. 
Williams  and  Mr.  Strawn,  as  Ijwill  show  by  the  letters  and  the 
records, 
thj 

gentl( 

gested  by  Mr.  Buchanan,  and  I  asked  him  what  that  agreement 
was,  representing  these  independent  stockholders.  They  want  to 
know  and  they  are  entitled  to  know,  and  Mr.  Williams  and  Mr, 
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Thompson  made  the  agreement.     Mr.  Williams  knows  what  the 
agreement  is,  and  he  absolutely  refused  to  tell  me  in  his  office. 

And  what  did  he  say  when  I  asked  him  what  that  a^greement  was? 
He  said,  "  That  is  a  question  for  the  courts."  I  saia  to  him,  "  No. 
Mr.  Williams,  it  is  not  a  question  for  the  courts.  It  is  question  of 
fact,  and  you  know  what  the  agi'eement  is  and  Mr.  Thompson  blows 
what  the  agreement  is.  Mr.  Thompson  has  said  what  it  is.  Now, 
what  do  you  say  it  is  ?  " 

He  said,  "  I  will  leave  it  to  my  counsel.  There  is  Mr.  Buchanan. 
He  is  my  counsel." 

I  turned  to  Mr.  Buchanan  and  I  said  to  him,  "  Mr.  Buchanan, 
what  do  you  understand  the  agreement  between  Mr.  Williams  and 
Mr.  Thompson  to  be  with  reference  to  its  guaranteeing  or  securing 
to  the  bank  Thompson's  direct  and  indirect  indebtedness! 

Mr.  Buchanan  told  me,  in  the  presence  of  Mr.  Williams  and  Mr. 
Strawn,  that  he  understood  that  that  a^eement  secured  to  the  bank 
both  Mr.  Thompson's  direct  and  indirect  indebtedness.  Then  I 
turned  to  Mr.  Williams  and  I  said,  "  Mr.  Williams,  will  you  give  me 
a  letter  to  that  effect  ?  " 

He  said,  "  No.    I  will  do  what  my  counsel  tells  me  to  do." 

Then  I  said  to  him,  "  Well,  Mr.  Williams,  if  you  will  not  give 
me  a  letter  to  that  effect,  I  will  be  obliged  to  go  before  this  sena- 
torial committee  to  question  your  right '  — I  meant  to  say  "  to  ques- 
tion your  right  to  confirmation."  But  when  I  mentioned  the  word 
"  committee,  he  got  excited  and  went  up  in  the  air,  so  that  that 
ended  the  conference  as  far  as  accomplishing  anything  was  con- 
cerned. I  asked  him  the  simple  Question  "  Wnat  was  tne  contract 
between  you  and  Mr.  Thompson  ? "  Do  you  know  that  that  equity 
case  that  he  started  to  sell  that  stock  is  now  pending  in  the  Circuit 
Court  of  Appeals  of  the  United  States? 

Senator  Fletcher.  Was  the  agreement  in  writing? 

Mr.  Jones.  No;  it  was  not  in  writing.  It  was  oral,  except  as  the 
correspondence  shows  it.  And  I  will  read  you  some  correspondence 
in  a  few  minutes. 

Senator  Fletcher.  Is  it  set  up  in  the  equity  proceeding? 

Mr.  Jones.  No.  I  will  explain  that.  Senator,  just  as  soon  as  I  get 
to  it. 

Senator  Fletcher.  Before  you  pass  from  that  Thompson  matter, 
how  much  do  you  estimate  Thompson's  unsecured  creditors  will  get? 

Mr.  Jones.  They  estimate  that  at  anywhere  from  10  to  15  or  20  or 
30  or  40  per  cent.  You  see,  the  situation  is  this:  Mr.  Thompson  had 
many  associates  with  him  in  these  coal  investments,  and  there  are 
many  claims  in  which  suits  were  brought  that  are  duplications,  and  it 
is  so  complicated  that  there  is  absolutely  no  satisfactory  basis  on 
which  you  can  arrive  at  a  calculation — that  is,  no  data  from  which 
you  can  determine. 

My  clients  arc  vitally  interested  as  to  what  that  agreement  is,  be- 
cause it  means  to  them  possibly  $600,000,  maybe  $800,000;  that  is, 
to  the  stockholders  and  some  local  creditors  of  Mr.  Thompson,  and 
of  Mr.  Williams  is  going  to  continue  the  same  tactics  as  comptroller, 
should  he  be  confirmed,  with  reference  to  the  claims  of  my  clients, 
then  we  are  going  to  oppose  his  confirmation. 

Senator  Fletcher.  What  do  you  estimate  the  value  of  those  coal 
shares  to  be! 


NOMINATIPN  OF  JOHN  SKEIiTON  WIUilAMS.  497 

Mr.  Jones.  They  were  agreed  to  be  redeemed,  between  Mr.  Wil- 
liams and  Mr.  Thompson,  at  $750,000.  The  par  value  is  $1,000,000, 
and  the  United  States  court  record  that  I  offered  in  evidence  shows 
that  these  stocks  were  appraised  at  $1,700,000. 

Senator  Fi-etcher.  What  is  the  amount  of  Thompson's  unsecured 
debts? 

Mr.  Jones.  About  $12,000,000,  estimated. 

The  best  evidence,  gentlemen,  to  me,  that  Mr.  Willianis  does  not 
intend  to  be  fair  and  honest  with  these  stockholders  that  I  represent, 
of  recent  date,  at  least,  is  that  he  would  not  answer  me  when  I  asked 
him  a  plain,  pi-actical  question  as  to  what  the  contract  between  him 
and  Mr.  Thompson  was.  He  would  not  answer  me.  My  clients  are 
entitled  to  know ;  and  if  he  is  going  to  be  confirmed  as  comptroller 
and  assume  the  same  attitude  toward  them  that  he  has,  as  I  said  a 
jnoment  ago,  other  interests  to  the  extent  of  six  to  eight  hundred 
thousand  dollars  are  involved 

Senator  Nfavberry.  I  understand  that  his  counsel  did  answer? 

Mr.  Jones.  His  counsel  told  me 

Senator  Newberry.  Were  you  not  satisfied  with  what  his  counsel 
said? 

Mn  Jones.  No;  I  w^as  not.  .  How  could  I  be,  when  he  refused  to 
give  me  a  letter?  And  I  will  show  you  in  just  a  minute.  Senator, 
what  he  said  about  it.  His  counsel  in  his  presence  told  him  that  he 
understood  that  this  stock  was  put  up  to  secure  both  Mr.  Thomjxson's 
direct  and  indirect  indebtedness,  and  then  he  would  not  answer  me, 
and  I  will  show  you  in  a  minute- 

Senator  Newberry.  Why  should  he  answer  you  if  he  was  there 
represented  by  counsel  ?  You  were  counsel  representing  your  clients. 
Why  should  he  answer  you? 

Mr.  Jones.  Simply  because  he  ought  to  have  said,  "Now,  Mr. 
Jones  " 

Senator  Newberry.  It  is  a  personal  opinion,  what  you  would  have 
liked  to  have  had  him  answer. 

Mr.  Jones.  No;  it  was  not  personal. 

Senator  Newberry.  Accordmg  to  your  legal  experience,  do  you  not 
confer  with  counsel  and  accept  their  statements? 

Mr.  Jones.  In  view  of  what  Mr.  Williams  had  done  before,  and  in 
view  of  what  he  had  said,  I  was  not  satisfied  to  let  it  rest  in  that  way, 
and  I  simply  wanted  a  letter  from  him  stating  what  he  knew  the  con- 
tract was.     If  that  was  an  unreasonable  request 

Senator  Fletcher.  What  you  really  wanted  was  not  so  niurh  his 
statement,  but  a  letter? 

Mr.  Jones.  I  wanted  a  letter.  I  simply  wanted  it  in  black  and 
white  what  I  understood  that  contract  to  be;  and  I  will  show  you 
in  a  few  minutes  why  I  thought  it  was  necessary. 

To  show  my  fairness,  gentlemen,  in  seeking  that  interview  on 
July  11, 1919,  and  to  show  my  fairness  now  if  Mr.  Williams  will  state 
in  your  presence  that  he  understood  that  contract  with  Mr.  Thomp- 
son to  secure  Mr.  Thompson's  direct  and  indirect  indebtedness  to  this 
bank,  t  am  done.  That  is  all  I  want.  He  can  be  Comptroller  of  the 
United  States  if  he  wants  to  be,  but  he  can  not  be  without  objection 
from  me,  representing  these  stockholders,  until  he  makes  that  declara- 
tion. 

The  Chairman.  Is  it  necessary  for  you  to  have  it  in  writing? 
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Mr.  Jones.  No,  sir ;  I  do  not  want  it  in  writing,  if  he  will  state  it 
in  front  of  the  stenographer. 

The  Chairman.  Then  it  would  be  in  writing. 

Mr.  Jones.  I  do  not  care  whether  it  is  in  writing  or  not.  I  will 
agree  that  the  stenographer  need  not  take  it  down. 

I  pause,  Mr.  Williams,  for  you  to  make  reply. 

(No  response.) 

Sir.  JoNKS.  Now,  gentlemen,  that  brings  us — Mr.  Williams  having 
made  no  reply  to  that  proposition — ^to  the  facts  in  this  case. 

I  trust  that  you  gentlemen  are  all  lawyers,  because  if  you  are  you 
will  better  understand  the  evidence  that  I  am  going  to  submit  as  to 
Mr.  Willianisls  unfairness  with  reference  to  this  stock  and  with  ref- 
erence to  Mr.  Williams's  purposes  in  all  that  he  has  done  in  connec- 
tion with  the  agi-eement  tnat  he  entered  into  with  Mr.  Thompson. 

All  this  has  bearing  upon  two  propositions,  that  there  was  no 
necessity  to  sell  the  bank  building  and  that  Mr.  Williams  has  some 
reason,  apparently — ^must  have — why  he  will  not  say,  why  he  did  not 
say  to  us,  wh^  he  did  not  say  to  his  own  receiver^  as  I  will  show^  in  a 
letter  in  a  mmute,  why  he  aid  not  say  to  his  own  receiver  what  the 
contract  was. 

The  bank  building  was  sold  February  23,  1918.  The  proceedings 
on  the  sale  of  that  bank  building  were  started  in  the  United  States 
Court  177»  May  tei-m,  1918.  The  suit  to  sell  these  collateral  stocks 
was  started  by  a  bill  in  equity  at  No.  192  on  February  12, 1918.  The 
bank  building  was  sold  on  February  23.  The  suit  to  sell  the  stock 
was  begim  on  February  15,  but  the  legal  pi'oceeding  to  sell  the  bank 
was  begim  the  previous  November. 

Senator  Fletcher.  Did  you  appear  in  that  proceeding? 

Mr.  Jones.  I  did  not;  not  until  on  the  morning  of  Saturday,  Feb- 
ruary 23.  I  was  not  employed  by  these  stockholders  until  during 
tlie  week  of  February  23,  that  is,  the  week  ending  Februai-y  23.  That 
is  the  day  the  bank  building  was  sold.  I  called  that  public  meeting 
in  T Jniontown  on  the  evening  of  February  22. 

•  Senator  Newberry.  Mr.  Jones,  do  you  claim  that  Mr.  Williams 
had  any  personal  interest  or  motive  in  his  actions? 

Mr.  Jones.  I  do. 

Senator  Newberry.  Aside  from  his  official  position  as  comp- 
troller? 

Mr.  JoNT-^*.  I  do;  and  I  think  I  will  prove  it  to  you  with  these 
records.  I  am,  gentlemen,  submitting  a  letter  of  Mr.  McCombs.  He 
was  national  Democratic  chairman.  He  was  a  member  of  the  law 
firm  of  McCombs,  Kyan  &  Gordon,  and  he  wrote  a  letter  to  the 
coiuj)troller  on  October  17,  1914,  which  is  four  months  before  the 
bank  was  sold,  as  follows: 

()cToni:H  17.  1914. 
Hon.  John  Skki.ton  Williams, 

Treasury  Department,  Washington,  I).  C. 

Mv  Dear  Mr.  Williams:  Mr.  J.  V.  Tlioiiipson  of  the  rnioutowu  National 
Bank  lias  arranged  the  certificates  of  stoc^k  covering  coal  lands,  which  at  your 
request  he  promised  to  deposit  with  your  department.  These  certificates,  Mr. 
Thompson  Informs  me,  cover  10,000  acres  of  unencumbered  coal  lands.  A  part 
of  the  lands  are  owned  by  the  Wetzel  Coal  &  Coke  Co.,  in  Washington  Coiiiit>% 
W.  Va.,  and  the  balance  by  the  Liberty  Coal  Co.,  whose  lands  are  in  MarshaU 
County  and  Wetzel  County,  W.  Va.  Mr.  Ryan  advises  me  that  he  arranged 
with  you  as  soon  as  these  certificates  were  in  proper  form  for  deposit,  lie  was 
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to  i-equest  of  you  a  statement  of  the  manner  In  which  you  wanted  these  cer- 
tificates deposited. 

To  this  day,  Senator,  we  have  never  been  able  to  get  that  state- 
ment.   [Continuing  reading:] 

The  intention  was  to  deposit  these  certificates  for  the  purpose  of  securing 
the  depositors  of  the  bank,  and  further  to  secure  other  national  banks  having 
paper  of  Mr.  Thompson'^  If  you  have  any  particular  form  you  use  in  cases 
of  this  kind,  I  should  be  glad  to  receive  It.  I  do  not  know  for  how  long  a  i)eriod 
you  want  the  certificates  deposited.  I  assume  that  it  will  be  until  the  bank  is 
in  such  condition  as  complies  with  the  requirements  of  the  law.  The  deposit 
agreement  should,  of  course,  be  so  worded  as  to  protect  Mr.  Thompson  and 
provide  that  ultimately  the  stock  will  be  returned  to  him  In  the  event  it  does 
not  have  to  be  applied  for  the  purpose  for  which  it  is  deposited. 

That  is  Mr.  McCombs's  letter  to  Mr.  Williams  just  after  the  certifi- 
cate of  this  stock  was  arranged  for.  Here  is  the  receipt  of  McCombs, 
Ryan  &  Gordon  for  that  stock.  This  stock  was  first  deposited  with 
this  law  firm,  which  at  that  time  was  representing  Mr.  Thompson 
and  negotiating  with  the  comptroller : 

October  29,  1914. 

Received  from  J.  V.  Thompson  share  of  stock  No.  4  of  Liberty  CJoal  Co.  for 
3,000  shares  issued  to  J.  V.  Thompson,  and  indorsed  by  him  in  blank,  and  share 
of  stock  No.  3  of  Wetzel  Coal  &  Coke  Co.,  for  7,000  shares  Issued  to  J.  V. 
Thompson,  indorsed  by  him  in  blank,  to  be  held  at  this  office  pending  arrange- 
ments at  office  of  Comptroller  in  Washington  for  deposit  under  agreement,  to 
be  approved  by  J.  V.  Thompson  for  the  First  National  Bank  of  Union  town. 

McCoMBB,  Ryan  &  Gordon. 

That  stock,  you  see,  was  deposited  with  that  law  firm  on  October 
29,  1914.  The  stock  remained  with  that  law  firm  until  a  proceeding 
in  our  local  court  was  brought  to  i)ermit  the  receivers  of  Mr. 
Thompson,  appointed  by  the  local  court,  to  turn  it  over  to  the  comp- 
troller. That  order  was  made  by  our  local  court  on  May  29, 1915,  and 
is  found  in  the  paper  book  of  the  equity  case  which  I  will  later  on 
offer  in  evidence. 

So  that  stock  remained,  then,  in  the  hands  of  these  attorneys  from 
October  14, 1914,  until  the  date  I  just  ^ve  you. 

Senator  Fletcher.  Mr.  Jones,  I  think  it  would  help  us  all  if  you 
would  specify  what  you  mean  in  answer  to  Senator  Newberry's  ques- 
tion. In  what  respect  do  you  charge  Mr.  Williams  as  comptroller 
with  unfairness  or  improper  motive  or  having  some  personal  reason 
for  acting  in  this  way?  Can  you  specify' tiat,  and  then  proceed 
with  your  proof  afterwards  ?    It  you  can,  we  can  have  it  in  our  minds. 

Mr.  Jones.  Certainly.  In  the  first  place,  there  was  an  agreement 
entered  into  between  Strawn,  the  receiver,  and  Wcndt,  Williams's 
attorney,  and  the  trustees  of  Mr.  Thompson  in  bankruptcy,  and  Mr. 
Weil,  I  believe  representing  these  stockholders,  in  New  York  City  at 
Samuel  Untermyer's  residence.  At  that  conference  it  was  under- 
stood that  this  bank  building  sale  should  be  jwstponed.  At  that  time 
the  stockholders  had  it  restrained  in  the  Federal  court 

Senator  Fletcher.  When  was  that!  Give  the  date  of  that,  if  you 
can. 

Mr.  Jones.  It  must  have  been  about  January  22,  or  just  before 
January  22,  1918,  because  the  order  withdrawing  the  petition  to  re- 
strain the  sale  of  the  bank  building  was  entered  in  the  United  States 
court  at  Pittsburgh  on  that  date.  So  it  must  have  been  just  a  few 
days  before  that. 


500  NOMINATION  OF  JOHN  SKBLTON  WILLIAMS. 

In  the  agreement  in  New  York — and  I  will  say  that  it  was  by 
authority  of  the  complroUer — it  was  there  understood  that  the 
suit  was  to  be  instituted  in  the  nature  of  an  amicable  action  by  the 
comptroller  to  determine  what  this  agreement  between  him  and  Mr. 
Thompson  was  and  to  dispose  of  this  stock. 

In  pursuance  of  that  conference  the  petition  to  restrain  the  sale 
was  withdrawn  and  the  restraining  order  vacated.  That  was  on 
January  22,  1918. 

On  February  15  this  suit  to  sell  the  stock  was  started,  in  pursu- 
ance of  the  New  York  conference ;  but  when  it  was  started,  after  the 
bank  building  was  sold,  it  developed  that  it  was  not  to  determine 
Uie  contract  fetween  Williams  and  Thompson  at  all,  though  brought 
by  the  comptroller's  counsel,  Mr.  Wendt,  in  pursuance  of  that 
agreement  in  New  York,  but  it  was  simply  a  foreclosure  proceed- 
ing, and  they  deliberately  kept  out  of  that  case  in  the  trial  every  bit 
of  testimony  after  the  bank  building  was  sold  as  to  what  that  agree- 
ment with  Mr.  Thompson  was. 

In  the  meantime  the  Comptroller  had  had  these  stocks,  or  at  least 
one  certificate  assigned  to  him.  He  had  gone  into  a  stockholders' 
meeting  of  the  coal  company  in  Uniontown,  and  with  that  certificate 
of  the  stock  in  his  name,  or  at  least  his  representative — ^I  do  not 
know  wlio  attended  the  meeting — and  they  there  controlled  the  elec- 
tion of  the  directors  of  that  company  and  controlled  the  organi- 
zation of  the  directors.  He  had  no  more  right  in  that  meeting  of 
shareholders  or  stockholders  than  I  did,  and  I  do  not  own  a  share. 
Yet  lie  did  that,  and  then  it  developed  that  he  was  trying  to  sell 
this  stock  in  this  proceedings,  and  this  proceeding  was  for  no  other 
pumose  than  to  sell  the  stock. 

Now,  what  was  the  situation?  The  banks  of  the  United  States — 
the  national  banks  of  the  United  States — the  last  class  of  beneficia- 
ries under  this  agreement  with  Mr.  Thompson,  between  Mr.  Thomp- 
son and  Mr.  Williams,  did  not  know  what  interest  they  had  in  it. 
The  stockholders  of  this  bank  did  not  know  what  interest  they  had 
in  it,  because  Mr.  Williams  did  not  tell  them  what  the  a^eement 
was.  Nobody  knew  what  interest  they  had  in  it  and  I  submit  to  you, 
gentlemen,  that  when  that  testimony  is  analyzed,  if  you  will  go 
into  it,  you  will  come  to  the  conclusion  that  they  wanted  to  sell 
that  stock  under  those  unfavorable  circumstances,  and  that  they  had 
gone  into  that  meeting  of  the  coal  company's  stockholders  for  the 
purpose  of  controlling  it  with  the  intention  to  buy  the  stock 

Senator  Newberry.  Who  was  going  to  buy  the  stock  ? 

Mr.  Jones.  I  do  not  know.  I  do  not  know  whether  Mr.  Williams 
was  going  to  buy  it  himself. 

Senator  Newberry.  If  you  do  not  know,  why  do  you  say  he  has 
a  personal  interest  in  it? 

Mr.  Jones.  I  am  giving  the  facts  to  you,  Senator,  just  the  same  as 
I  would  give  any  jury  the  facts. 

Senator  Newberry.  I  do  not  gather  any  personal  motive  or  inter- 
est. If  they  made  a  mistake  in  judgment,  that  is  a  vastly  different 
matter.  But  you  are  claiming  here  that  he  had  a  personal  interest 
or  motive  in  doing  certain  thmgs.  I  would  like  to  hear  what  they 
are. 

Mr.  Jones.  Senator,  suppose  he,  without  any  authority  under  this 
coJJateral  agreement,  had  that  stock  on  the  books  of  the  coal  com- 
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pany  in  his  name.  Supposing  that  he  sent  a  representative  to  that 
stockholders'  meeting  in  Uniontown.  when  he  had  absolutely  no  busi- 
ness there,  and  controlled  the  election  of  the  directors  and  the 
organization  of  the  board  of  directors  of  that  company.  Suppose 
at  the  time  he  was  forcing  the  sale  of  this  stock  under  certain  cir- 
cumstances that  nobody  knew  what  it  was  worth,  and  nobody  knew 
what  their  interest  in  it  was,  and  nobody  could  possibly  figure  out 
their  interest  in  it,  and  therefore  nobody  would  bid  for  it. 

Senator  Newberry.  I  do  not  suppose  anything  of  the  kind.  I  sup- 
pose that  naturally  he  was  doing  the  best  he  could  for  the  interests 
of  the  Government  he  represented.  If  you  know  anything  to  the 
contrary  let  us  hear  what  it  is. 

Mr.  JoNEs.  I  have  told  you.  Senator,  a  series  of  circumstances. 

Senator  Newberry.  He  was  neglectful  of  his  duty  if  he  did  not 
look  after  the  collateral  he  was  holding.  Of  course,  he  has  got  to 
go  to  a  stockholders'  meeting  by  a  representative  or  someone  else 
or  neglect  his  business. 

Mr.  Jones.  He  had  no  right  to  have  that  stock  in  his  name. 

Senator  Newberry.  That  is  a  difference  of  opinion. 

Senator  Fletcher.  Was  the  stock  transferred  on  the  books  to  him? 

Mr.  Jones.  It  is  now. 

Senator  Fletcher.  Individually? 

Mr.  Jones.  It  is  now.  I  do  not  know  in  what  manner  he  went 
there  or  had  his  representative  there  to  take  part  in  this  proceed- 
ing, as  I  said. 

Senator  Newberry.  Do  you  not  think  it  was  his  duty  as  comp- 
troller to  look  after  the  collateral  in  his  possession  ? 

Mr.  Jones.  Certainly. 

Senator  Newberry.  They  why  should  he  not  be  represented  at  that 
meeting? 

Mr.  Jones.  That  depended,  Senator,  entirely  upon  what  his  pur- 
poses were;  and  we  can  not  arrive  at  his  purposes  other  than  by  an 
examination  of  what  he  did.    That  is  the  question. 

Senator  Fletcher.  Do  you  say  in  the  suit  that  the  comptroller 
has  not  asked  for  a  construction  of  the  agreement  as  to  the  order 
and  sale  of  the  stock? 

Mr.  Jones.  He  did  not,  and  his  attorney,  Mr.  Wendt,  and  Mr. 
Strawn's  attorney,  Mr.  Higgbee,  objected  to  every  offer  that  was 

made 

Senator  Fletcher.  Does  not  the  petition  ask  the  court  to  direct 
the  disposition  of  the  proceeds? 

Mr.  Jones.  Certainly. 

Senator  Fletcher.  How  can  the  court  direct  the  disposition  of 
the  proceeds  unless  it  knows  the  equities  between  the  parties? 

Im*.  Jones.  Senator,  please  do  not  get  away  from  this  fact,  that 
had  that  stock  been  sold  immediately  after  the  order  was  made  in 
the  equity  case — that  order  was  made  on  July  24, 1918,  and  from  that 
order  the  appeal  is  taken  and  is  still  pending — had  that  stock  been 
put  up  and  sold  within  a  day  or  a  weeK  or  a  month  after  that  decree 
was  made,  when  nobody  knew  their  interest  in  the  stock,  when  no- 
body could  plan  to  protect  what  interest  they  might  have  in  it,  that 
stocK  would  not  have  brought  one-half,  one-tnird,  one-fourth  what  it 
was  worth. 

Senator  Fletcher.  Did  the  decree  order  it  sold  in  a  day? 
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Mr.  Jones.  No. 

Senator  Newberry.  Did  not  arnvbody  know  its  value? 

Senator  Fletcher.  It  was  a  puolic  sale,  was  it  not? 

Mr.  Jones.  Certainly. 

Senator  Fletcher.  There  were  people  concerned  in  it  who  ap- 
peared in  the  suit? 

Mr.  Jones.  Yes.  As  I  said,  Senator,  I  do  not  want  you  to  take 
what  I  say  about  this  proceeding.  I  am  going  to  submit  in  evidence 
here  statements  of  A.  Leo  Weil  in  an  argument  on  the  appeal,  and 
to  that  argument  is  attached  the  name  of  Samuel  Untermyer,  Mt. 
Williams's  private  counsel,  as  I  am  told,  and  in  that  language  yo^ 
will  get  just  what  those  men — and  they  are  better  lawyers  than  I  am 
and  better  understand  this  thing  tlian  I  do — just  what  they  said 
about  it.  I  could  ^  on  and  read  all  their  letters  to  you,  some  of 
which  are  already  m  evidence,  which  show  absolutely  tnat  Mr.  Wil- 
liams, Mr.  Strawn,  and  Mr.  Thompson 

Senator  J^letcher.  You  do  not  mean  to  charge,  Mr.  Jones,  that  Mr. 
Williams,  the  comptroller,  was  manipulating  and  managing  and 
making  secret  agreements  or  conferencevS  in  an  effort  to  acquire  this 
coal-land  stock  himself,  do  you  ? 

Mr.  Jones.  I  would  sa3%  Senator,  that  that  is  the  only  conclu- 
sion I  think  any  reasonable  man  can  draw,  either  that  Mr.  Williams 
himself  wanted  this  stock  or  that  Mr.  Williams  was  a  party  to  pro- 
ceedings which  would  have  enabled  some  of  his  friends  or  some- 
body else  who  had  no  interest  in  it  to  get  it  at  practically  nothing. 
That  is  my  judgment. 

I  will  submit  to  you,  as  I  said,  the  argument  of  Mr.  A.  Leo  Weil, 
to  which  is  attached  the  name  of  Samuel  Untermyer  as  to  what 
they  thought. 

Senator  Fletcher.  Do  you  state  that  Mr.  Untermyer  represented 
Mr.  Williams  in  any  way  in  that  litigation  ? 

Mr.  Jones.  No  ;  he  did  not. 

Senator  Fletcher.  Then  why  bring  Mr.  Untermyer  in? 

Mr.  Jones.  Simply  because  Mr.  Untermyer  is  known  to  Mr.  Wil- 
liams, and  if  Mr.  Untermyer  could  find  a  word  in  defense  of  Mr. 
Williams  he  would  say  it;  and  if  Mr.  A.  Leo  Weil  could  find  a  word 
in  defense  of  Mr.  Williams  I  believe  he  would  say  it;  and  I  will  show 
you  in  a  minute  why  they  did  not  say  it,  as  I  understand  it. 

Now,  gentlemen,  I  am  going  to  submit  the  record  of  that  equity 
case.  I  have  designated  it,  the  stenographer  will  notice,  as  Volumes 
1  and  2. 

This  dispute  as  to  what  this  contract  was  was  on  as  between 
Thompson,  Strawn,  and  Williams.  Mr.  Strawn  writes  Mr.  Wil- 
liams a  letter  on  May  28,  1917.  Strawn  and  his  local  counsel  had 
been  discussing  this  contract,  and  here  is  what  he  states  in  his  letter 
to  Mr.  Williams : 

I  stated  to  him  (Mr.  Thompson)  also  thiit  under  the  terms  of  the  pledge  it 
seems  clear  that  I  have  the  right  to  cover  from  the  funds  sufH<rient  to  pay  his 
expressed  liabilities,  Including  such  of  his  notes  as  had  l>e(»n  pledged  by  other 
parties  as  collateral  security  for  the  payment  of  their  indebte<lness  at  or  before 
the  pledge  was  made,  but  that  in  the  opinion  of  my  attorneys  made  by  other 
parties — 

Notice,  now  [continues  reading]  : 

notes  made  by  other  parties  and  discounted  by  the  bank  for  Mr.  Thompsoa'a 
accommodation,  but  upon  which  his  name  does  not  appear  as  maker,  indorser.. 
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or  otherwise,  could  not  participate,  and  that  all  of  that  class  of  so-called  "  in- 
direct liabilities  "  covering  the  notes  of  other  persons  to  whom  Mr.  Thompson 
in  turn  owes  money  unquestionably  could  not  participate  at  all. 

(Reading  further:) 

From  my  conversation  with  Mr.  Thompson  I  infer  that  if  substantially  all 
of  the  proceeds  can  be  retained  for  the  benefit  of  this  bank  he  will  endeavor 
to  bring  about  the  redemption  of  the  stoclos  for  the  full  sum  of  $750,000. 

That  is  Mr.  Strawn's  statement  to  Mr.  Williams;  and  had  Mr. 
Williams  and  Mr.  Strawn  said  to  Mr.  Thompson,  "All  right,  sir; 
you  give  us  the  $750,000  and  we  will  agree  as  we  originally  agreed 
that  the  $750,000  goes  to  the  bank  to  pay  Mr.  Thompson's  direct  and 
indirect  indebtedness'' — ^because  that  was  the  agreement — ^had  Mr. 
Williams  answered  him  thus,  the  bank  building  would  not  have  been 
sold.  But  what  did  Mr.  Williams  write?  tUist  one  other  fact  in 
the  same  letter,  on  the  next  page.  Strawn  asks  Mr.  Williams  cer- 
tain questions: 

3.  Will  you  give  an  expression  of  opinion  as  to  the  right  of  notes  made  by 
other  parties  and  discounted  by  the  bank  for  Mr.  Thompson*s  accommodation 
but  upon  which  his  name  does  not  appear  as  maker,  indorser,  or  otherwise  to 
participate  in  the  fund? 

In  connection  with  that.  Senators,  let  me  tell  you  this :  Thompson, 
maybe  a  year  or  two  or  three  years  before  this  bank  was  closed,  owed 
the  bank  probably  a  million  dollars.  I  do  not  know  how  much  was 
his  own  notes.  Mr.  Williams  made  him  get  off  of  that  paper,  and  in 
making  him  get  off  that  paper  the  only  way  that  he  could  get  off  was 
to  call  me  in.  But  he  did  not.  He  called  in  lots  of  better  friends 
than  I  was  and  asked  them  to  give  their  notes  in  certain  amounts, 
$10,000,  $20,000,  $30,000,  $40,000,  $50,000,  or  $100,0000,  and  those 
notes   were  put  into  the  bank  and  Mr.  Thompson's  notes  taken  out. 

Mr.  Williams  made  Mr.  Thompson  do  that,  and  after  Mr.  Thomp- 
son had  done  that,  and  in  connection  with  making  him  do  that,  Mr. 
Williams  had  Mr.  Thompson  put  these  10,000  shares  of  stocks  up  to 
protect  the  bank  against  those  other  notes,  and  the  record  that  I  have 
offered  shows  that  the  amount  of  Mr.  Thompson's  indirect  liabilities 
to  that  bank,  in  pursuance  of  Mr.  Williams  s  direction  to  substitute 
other  people's  notes  for  his  own,  amounted  to  $897,000 — almost  $900,- 
000 — and  those  poor  people  down  there  have  had  to  pay  some  of 
those  notes.  He  knew  that  the  comptroller  wanted  to  sell  this  stock 
at  a  sacrifice  price  and  they  have  been  denied  their  right  to  partici- 
pate in  whatever  little  bit  of  proceeds  he  is  able  to  realize  out  of  it. 

Mr.  Williams  made  Mr.  Thompson  get  our  people  down  there  to 
substitute  their  notes  for  Mr.  Thompson's  notes.  Why  did  not  Mr. 
Williams  close  the  bank  then?  That  is  the  question  you  ought  to  ask 
him. 

Senator  Newberrt.  What  makes  you  think  he  wants  to  sell  it  at  a 
sacrifice  price?  Let  us  get  back  to  his  motive.  We  can  criticize, 
possibly,  his  judgment,  but  let  us  get  at  this  statement  in  regard  to 
his  motives,  now. 

Mr.  Jones.  Senator,  let  me  read  you  his  answer  to  Mr.  Strawn's 
letter. 

Senator  Newberry.  There  is  nothing  in  Mr.  Strawn's  letter  to  in- 
dicate any  motive? 
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Mr.  Jones.  Now,  just  a  minute- 


Senator  Newberry.  Will  you  please  answer  my  qaestiont  Is 
there  anything  in  Mr.  Strawn's  letter  that  indicates  an]^hing  on  Mr. 
Williams's  part,  personally? 

Mr.  Jones.  Mir.  Strawn 


Senator  Newberry.  Can  yoii  say  yes  or  no?  I  do  not  want  to 
cross-question  you.    Is  there  or  is  there  not  anything  in  tihere! 

Mr.  Jones.  I  think  there  is. 

Senator  Newberry.  Will  you  point  out  what  indicates  any  motive 
on  Mr.  Williams's  part,  in  Mr.  Strawn's  letter? 

Mr.  Jones.  I  can  not  point  out  anything  that  indicates  Mr.  WU- 
liams's  motive  because  Mr.  Strawn  was  writing  that  letter;  but  Mr. 
Strawn  puts  it  this  way  to  Mr.  Williams,  "Will  you  give  an  expres- 
sion of  opinion?"  Wiiy  did  Mr.  Strawn  ask  Mr.  Williams  what 
were  the  tacts  in  reference  to  that  agreement?  If  Mr.  Strawn  had 
asked  Mr.  Williams  for  the  facts,  if  he  was  going  to  detennine,  him- 
self, whether  or  not  that  stock  ought  to  be  sold  or  whether  Mr. 
Thompson  ought  to  be  permitted  to  redeem  it,  and  if  he  was  per- 
mitted to  redeem  it,  what  would  become  of  the  proceeds?  Mr.  Strawn 
asked  Mr.  Williams  for  an  opinion,  and  the  thing  that  would  have 
controlled  it  was  the  agreement  between  Mr.  Strawn  and  Mr.  Wil- 
liams. What  did  Mr.  Williams  reply  to  that?  On  page  145  of  the 
same  record  I  will  read  one  paragraph : 

It  is  not  deemed  necessary — 

Notice  this.     [Continues  reading:] 

It  Is  not  deemed  necessary  or  advisable  to  reply  to  these  interrogatories  at 
this  time  and  you  are  advised  to  state  to  Mr.  Thompson  that  you  are  not  au- 
thorized to  discuss  with  him  as  to  how  the  proceeds  arising  from  the  sale  of  the 
collateral  mentioned  will  be  applied  when  received  by  me,  but  that  you  have 
only  been  Instructed  as  my  representative  and  agent  to  make  demand  upon  him 
to  at  once  redeem  the  said  stocks  by  paying  to  you  the  full  value  thereof  and  in 
default  of  such  payment  that  you  obtain  from  him  or  his  legal  representatives 
a  statement  In  writing — 

He  wanted  a  statement  in  writing.     [C!ontinues  reading:] 

a  statement  in  writing  setting  forth  his  views  as  to  the  time  and  manner  of 
selling  or  disposing  of  said  stocks  with  the  view  of  ascertaining  whether  a  satis- 
factory agreement  can  be  reached  between  us  In  this  connection  and  as  provided 
under  the  order  of  court  under  which  the  stocks  were  directed  to  be  turned 
over  to  me. 

And  then  this  paragraph,  Senator : 

You  will  submit  this  request  to  Mr.  Thompson  In  writing  and  ask  that  he 
reply  to  the  same  as  early  as  convenient  as  It  is  deemed  Important  that  steps 
should  be  taken  as  soon  as  practicable  to  dispose  of  the  stocks  and  In  this  con- 
nection you  are  authorlztnl  to  consult  fn»ely  with  your  counsel,  Mr.  Wendt,  and 
if  deemed  necessary  to  have  personal  conference  with  him  in  connection  with 
your  correspondence  with  Mr.  Thompson. 

Why  in  the  world  should  Mr.  Williams  instruct  his  receiver,  Mr. 
Strawn,  to  consult  with  Mr.  Wendt,  local  counsel  for  Mr.  Williams, 
as  to  the  conversations  that  he  should  have  with  Mr.  Thompson  as  to 
the  correspondence  that  should  pass  between  Strawn,  the  receiver, 
and  Mr.  Thompson,  as  to  what  the  agreement  was  between  Williams 
and  Thompson  ?     Gentlemen,  why,  I  ask. 

Whv,  Senator,  should  not  Mr.  Williams  have  written  to  Mr. 
Strawn  in  reply  to  his  letter  of  May  28,  1917,  and  said  "  Mr.  Strawn, 
my  agreement  with  Mr.  Thompson  was  that  the  stock  was  already 
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deposited  with  the  law  firm  in  New  York  and  then  transferred  to  me 
to  protect  this  bank  against  all  of  Mr.  Thompson's  direct  and  indi- 
rect indebtedness,  and  you  will  take  the  matter  up  with  Mr.  Thomp- 
son accordingly."  And  if  he  had  done  that,  sir,  that  would  have 
ended  the  whole  matter.  Why  should  he  not  have  done  that,  Mr. 
Chairman  ? 

Absolutely,  the  question  between  Mr.  Strawn  and  Mr.  Thompson 
and  the  comptroller  with  reference  to  what  that  agreement  actually 
was  has  kept  our  community  in  turmoil  for  four  years  and  has  cost 
these  stocknolders  hundreds  of  thousands  of  dollars;  and  why,  you 
gentlemen  will  have  to  answer  when  you  get  all  the  record. 

Senator  Newberry.  I  thought  you  were  going  to  answer  and  tell 
us  why. 

Mr.  Jones.  No;  I  am  going  to  ask  the  question  and  submit  the 
evidence.    I  can  give  you  my  opinion. 

The  Chairman.  Tlus  agreement,  whatever  it  was,  was  an  oral 
agreement? 

Mr.  Jones.  And  by  correspondence. 

The  Chairman.  Just  where  and  how  do  you  expect  to  set  it  up  and 
have  it  interpreted  ?  Suppose  a  legal  question  would  arise  sometime, 
in  the  first  place,  as  to  what  authority  Mr.  Williams  had  to  make 
anv  such  agreement. 

Mr.  Jones.  No  ;•  that  question  would  never  have  come  up  at  all,  be- 
cause if  Mr.  Williams  had  said  to  Mr.  Thompson  or  Mr.  Strawn  in 
reply  to  that  letter,  "  That  stock  was  put  up  with  us  to  protect  the 
bank  against  Mr.  Thompson's  own  notes  and  these  notes  that  I  made 
Mr.  Thompson  get  his  iriends  to  put  in,  instead  of  his  notes,"  that 
would  have  ended  the  whole  thing.  Then,  if  there  was  any  dispute 
as  to  the  items  of  people's  notes  that  had  been  substituted  for  Mr. 
Thompson's  as  between  the  people  themselves,  that  would  have  .been 
a  question  for  the  court,  and  each  claimant  would  have  had  to  prove 
his  rights  to  participate  in  the  proceeds  of  that  stock. 

The  Chairman.  That  is  what  I  referred  to.  Ultimately  you  will 
have  to  have  this  agreement  interpreted  by -the  courts  as  affecting 

Mr.  Jones.  Not  as  between  Strawn  or  Thompson  and  Williams, 
but  as  between  the  individuals  who  might  seek  to  participate. 

The  Chairman.  Yesj  attacked  collaterally;  and  when  it  is  attacked 
collaterally,  your  idea  is  that,  notwithstanding  the  fact  that  it  never 
had  been  put  in  writing,  the  establishment  of  it  by  parole  would  be 
sufficient? 

Mr.  Jones.  It  would  have  been  sufficient  for  Mr.  Thompson's  pur- 
poses. For  instance,  suppose  Mr.  Williams  had  written  Strawn  in 
reply  to  Strawn's  letter  ot  May  28,  1917,  that  that  stock  was  put  up 
to  protect  Mr.  Thompson's  direct  and  indirect  indebtedness  to  the 
bank.    Suppose  Mr.  Williams  had  written  that  to  Mr.  Strawn 

The  Chairman.  If  he  had  written  it,  it  is  reduced  to  writing 

Mr.  Jones.  No  ;  wait  a  minute,  now,  Senator.  It  is  not  a  matter 
of  whether  it  is  reduced  to  writing  or  not.  Just  one  moment,  now. 
[Continuing.]  And  if  Mr.  Thompson,  after  Mr.  Strawn  had  got  that 
letter,  had  come  in  to  Mr.  Williams's  office  and  laid  down  to  Mr. 
Williams  $750,000  to  redeem  that  stock  the  bank  building  would  not 
have  been  sold.  The  stock  would  have  been  of  $750,000  value.  That 
4TW)j000  would  have  been  turned  over  by  Mr.  Williams 
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The  Chairman.  That  fact  was  never  questioned  by  any  of  the 
parties  in  interest — ^the  right  of  the  comptroller  to  make  this  agnee- 
mentt 

Mr.  Jones.  No  ;  that  has  never  been  questioned,  because  he  has  got 
the  stocks  yet,  to  this  day. 

The  Chairman.  Yes ;  he  has  got  the  stock,  as  I  understand  it. 

Mr.  Jones.  Suppose  it  should  be  questioned,  Senator.  Th«t 
simply  means,  then,  that  these  10,000  shares  of  stock  become  a  part 
of  tne  estate  of  J.  V.  Thompson,  in  banqruptcy. 

The  Chairman.  I  understand  that. 

Mr.  Jones.  And  nobody  wants  to  question  the  right  of  the  comp- 
troller to  make  this  agreement,  as  I  understand  it.  All  we  want  Mr. 
Williams  to  do 

The  Chairman.  It  never  has  been  contested  by  the  comptroller  or 
anybody  ? 

Mr.  Jones.  No,  sir.  All  we  asked  Mr.  Williams  to  do  and  all  we 
asked  Mr.  Strawn  to  do  was  simply  to  agree  as  to  what  that  contract 
was,  and  perchance  Mr.  Thompson  would  have  laid  down  into  Mr. 
Williams's  hands  $750,000  to  redeem  that  stock,  or  some  of  Mr. 
Thompson's  friends  would  have  done  it,  and  then  that  $750,000  would 
have  gone  into  the  bank  to  pay  the  depositors  of  the  bank  and  there 
would  have  been  no  necessity  to  sell  the  bank  building. 

The  Chairman.  It  was  indorsed  in  blank  and  turned  over? 

Mr.  Jones.  Indoi'sed  in  blank  and  turned  over  to  Mr.  Williams. 
And  as  I  said  a  minute  ago.  Senator,  the  dispute  between  those  men — 
and  I  submit  it  to  you  that  under  this  evidence  Mr.  Williams  was 
absolutely  responsible  for  that  dispute 

The  Chairman.  Naturally,  under  those  circumstances,  should 
there  not  have  been  a  power  of  attorney,  something  indicating  the 
puroose  for  which  the  stock  was  to  be  devoted,  something  in  writ- 
ing? 

Mr.  Jones.  Mr.  McCombs  was,  as  I  said,  a  Democrat,  and  probably 
a  friend 

The  Chairman.  Answer  my  question.  Would  not  that  be  the  uni- 
versal custom  in  such  a  transaction? 

Mr.  Jones.  It  oiight  to  have  been 

The  Chairman.  To  have  some  writing  accompanying  it  indicating 
the  purpose  for  which  the  stock  was  deposited. 

Mr.  Jones.  Why,  certainly.  Senator.  Why  was  it  not  done?  Mr. 
McCombs  wrote  Mr.  Williams  in  October,  1914,  asking  him  for  a 
statement  as  to  his  understanding  as  to  how  that  stock  was  deposited 
and  whether  the  stock  was  in  this  law  firm's  hands,  and  within  five 
or  six  days  afterwards 

The  Chairman.  Have  you  the  correspondence  indicating  the  na- 
ture of  that  agreement? 

Mr.  Jones.  Yes,  sir;  I  certainly  have. 

The  Chairman.  It  seems  to  me  if  you  have  anything  in  writing 
it  should  be  submitted. 

Mr.  Jones.  It  is  already  in  evidence.  Senator,  but  just  to  refresh 
your  recollection :  Sherrill  Smith,  as  I  said,  was  receiver  for  this  bank 
for  the  first  three  months  after  it  was  closed :  that  is,  from  January 
15  or  19,  1915,  until  April  15,  1915.  Then  he  resigned  and  Mr. 
Strawn  succeeded  him.    Mr.  Sherrill  Smith  was  before  yon  as  a  wH- 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  507 

ness.    Sherrill  Smith  writes  this  letter  to  Mr.  Kyan,  of  the  law  firm 
of  McCombs,  Ryan  &  Gordon.    The  letter  is  dated  March  1,  1915, 
and  is  already  in  evidence,  but  to  refresh  your  recollection  I  will  now 
rread  the  letter : 

As  you  may  know,  I  am  receiver  of  the  First  National  Banlc  of  Uniontown, 

of  which  Mr.  J.  V.  Thompson  was  president.    I  am  Informed,  as  I  wrote  you 

:_  recently,  that  sometime  prior  to  the  failure  of  that  bank  Mr.  J.  V.  l!hompson 

assigned  and  transferred  to  you  certain  securities  in  trust,  substailfciAUy  as 

follows:  ^ 

First.  To  secure  the  payment  of  his  (Thompson's)  direct  and  indirect  in- 
debtedness to  the  First  National  Bank  of  Uniontown. 

Second.  To  indemnify  or  protect  the  depositors  of  the  First  National  Bank 
of  Uniontown  from  loss  by  reason  of  the  insolvency  or  inability  of  the  bank  to 
pay  them. 

You  see,  that  letter  does  not  say  anything  about  the  other  national 
banks,  the  third  beneficiary  of  the  trust  fund. 

The  Chairman.  That  was  the  receiver's  understanding? 

Mr.  Jones.  That  was  the  receiver's  understanding  at  that  time. 

The  Chairman.  My  point  is :  Have  you  anything  in  writing  com- 
mitting the  comptroller  to  that  understanding? 

Mr.  Jones.  All  right  I  offer  the  letter  of  Mr.  Strawn,  dated  May 
28,  1917,  and  the  answer  of  Mr.  Williams. 

The  letter  of  Mr.  Strawn  states  what  Mr.  Thompson's  contention 
is,  and  the  answer  of  Mr.  Williams  on  the  next  day.  May  29,  1917, 
absolutely  refused  to  answer  Mr.  Strawn's  question. 

The  Chairman.  That  is  my  point.  You  have,  then,  nothing*  in 
writing  committing  Mr.  Williams  to  the  understanding  which  his 
receiver  had  in  regard  to  that  contract? 

Mr.  Jones.  We  have  never  been  able  to  get  a  single  thing  in 
writing. 

The  Chairman.  In  the  correspondence,  I  mean,  there  is  nothing 
to  show  it? 

Mr.  Jones.  No,  sir.  We  have  neveu  been  able  to  get  one  word 
in  writing  from  him,  and  I  was  imable,  on  July  11,  1919,  to  get  him 
to  give  me  a  letter. 

The  Chairman.  Have  you  a  statement  from  the  attorneys? 

Mr.  Jones.  Just  a  minute;  I  will  read  you  another  letter.  This  is 
a  letter  of  Mr.  Sherrill  Smith  on  March  1.  As  I  said,  it  is  addressed 
to  Mr.  Ryan  of  this  law  firm  which  had  the  stock  in  hand.  Mr. 
Thompson  writes  Mr.  Ryan  on  March  18,  17  days  after  Smith  had 
written  this  letter  to  Ryan.  Mr.  Thompson  writes  Mr.  Ryan  as  fol- 
lows— ^this  letter  is  not  in  the  record : 

First  National  Bank  of  Uniontown, 

Uniontown,  Pa.,  March  18,  1915, 
Fredkkick  K.  Kyan.  Ks<i.,  \ew  York,  N.  Y, 

My  Dear  Mb.  Ryan  :  Mr.  Sherrill  Smith,  receiver,  came  out  to  see  me  this 
evening,  and  asked  me  to  write  him  a  statement  for  what  purposes  the  certifi- 
cates were  deposited,  which  I  have  done,  and  inclose  you  a  copy  of  the  letter  I 
have  written,  which  is  practically  in  accord  with  the  letter  Mr.  McCombs  wrote 
to  Mr.  Williams.  Please  have  the  agreement  drawn  to  protect  me,  naming  some 
definite  time  or  comlitlons  for  the  termination  of  the  escrow  agreement. 

I  am  arranging  to  go  to  New  York  next  week,  and  hope  to  see  you  there 
about  the  middle  of  the  week. 
Yours,  very  truly, 

J.   V.   THOMPSOy. 
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Here  is  a  copy  of  the  letter  that  he  inclosed  with  that  letter  to 
Byan,  which  he  had  evidently  on  the  same  evening  mailed  to  Mr. 
Smith.    This  letter  is  not  in  evidence: 

Unioivtowr,  Pa.,  March  18,  1915, 
Shebrux  Smith.  E8q,t 

Receiver,  Firnt  National  Bank,  Uniontoum^  Po. 

Mt  Deab  Sib:  Answering  your  question,  in  regard  tx>  the  certification  for 
10,000  acres  of  coal  lands  which  I  left  with  Mr.  Frederick  R.  Ryan,  of  New 
York,  for  deposit  with  the  Comptroller  of  the  Currency,  in  accordance  with 
arrangements  made  with  said  Comptroller  at  a  former  conference  between  Mm, 
Mr.  Ryan  and  myself,  would  state  that  tliey  were  to  be  deposited 

First.  To  secure  the  payment  of  any  and  all  indebtedness  to  said  bank  on 
wlilch  I  was  in  any  way  liable  (which,  of  course,  would  inure  to  the  benefit  of 
the  depositors). 

Second.  To  secure  from  loss,  equally  and  ratably,  all  depositors  of  the  First 
National  Bank,  Uniontown,  Pa. 

Third.  As  a  pn>tecti<)n  and  s(»curity  to  all  national  banks  who  may  have  dis- 
countefl  and  owned  any  note  or  notes  of  mine. 

Fourth.  Proper  agreement  covering  the  terms  of  this  collateral  deposit  to 
be  furnished  to  mt»  on  delivery  of  same. 

That  agreement  was  never  drawn  by  Mr.  Williams;  that  agree- 
ment was  never  made  by  Mr.  Williams,  and  we  have  absolutely 
nothing  from  Mr.  Williams  in  writing  to  show  what  the  contract  was. 

Senator  Newberry.  Do  you  find  anything  in  those  three  letters 
that  indicates  any  personal  motive  or  interest  on  the  part  of  Mr, 
Williams? 

Mr.  Jones.  Nothing  more  than  the  fact  that  Mr.  Williams  ought  to 
have  told  Sherrill  Smith  himself  what  the  agreement  was;  nothing 
more  than  that  Mr.  Williams  ought  to  have  written  Mr.  McCombs  in 
October,  1914,  what  the  agreement  was,  confirming  Mr.  McCombs' 
letter ;  nothing  more  than  the  fact  that  Mr.  Williams  at  no  time  has 
committed  himself  as  to  what  this  agreement  is,  and  to  this  date 
refuses  to  do  it. 

Gentlemen,  as  I  said,  if  you  please — and  this  may  answer  your 
question — at  this  conference  in  New  York  it  was  understood  that  the 
comptroller  should  start  this  equity  case  in  Pittsburgh  to  determine 
this  contract  and  sell  this  stock.  The  restraining  order  stopping  the 
sale  of  the  bank  building 

The  Chairman.  You  mean  by  that,  this  agreement? 

Mr.  Jones.  This  oral  agreement  providing  for  the  deposit  of  this 
collateral  stock.  The  restraining  order  was  withdrawn,  vacated,  on 
January  22,  1918.  A  suit  to  construe  this  agreement  and  determine 
what  it  was  was  begun  on  February  15,  1918. 

Senator  Newberkt.  Mr.  Chairman,  before  he  starts  something  else 
I  would  suggest  that  we  adjourn. 

The  Chairman.  I  should  like  to  finish  with  this  witness.  I  am 
willing  to  stay  here  and  have  him  complete  his  testimony. 

Senator  Newberry.  May  I  be  excused,  then?  I  will  come  back 
as  soon  as  I  can. 

The  Chairman.  Certainly. 

Senator  K^etes.  Have  you  any  idea,  how  long,  it  will  take,  Mr. 
Chaiiinan? 

The  Chairman.  How  much  longer  do  you  think  you  will  require, 
Mr.  Jones? 

Mr.  Jones.  I  think  probably  15  or  20  minutes. 


I 
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In  answer  to  the  Senator's  question  as  to  what  evidence  I  have  of 
Mr.  Williams's  motive,  I  want  to  call  the  committee's  attrition  to 
these  facts: 

Mr.  Wendt  stated  before  the  committee  a  few  days  ago  that  this 
proceeding  to  sell  the  bank  building  in  the  United  Stat^  court  was 
after  a  full  hearing,  after  the  court  had  all  the  facts  before  it ;  but 
I  say  to  you  that  the  record  which  I  have  offered  in  evidence  shows 
that  on  November  28,  1917,  the  petition  for  authority  to  sell  the 
bank  building  was  presented.  On  that  same  day,  November  28, 1917, 
the  order  of  sale  was  made,  and  yet  Mr.  Wendt  testified  before  this 
committee,  or  stated  before  this  committee,  that  the  order  was  made 
after  full  hearing.  His  statement  as  to  that  was  absolutely  false, 
and  there  is  the  record  to  show  it  [indicating]. 

That  petition,  as  I  said,  was  presented  in  November.  They  ad- 
vertised the  bank  building  to  be  sold  on  January  12.  On  January  11, 
as  is  shown  by  this  record  of  the  United  States  court,  the  stock- 
holders then  represented  by  other  counsel  went  into  the  United 
States  court  by  petition  to  restrain  the  sale  of  that  building.  A  re- 
straining order  was  made  and  the  sale  stopped.  Between  the  12th 
day  of  January,  1918,  and  the  22d  day  of  January,  1918,  when  the 
petition  for  the  restraining  order  was  withdrawn,  as  is  shown  by 
that  record,  they  had  this  conference  in  New  York  in  Mr.  Unter- 
myer's  residence,  and  there  it  was  agreed,  as  is  shown  by  this  record, 
that  this  equity  case  was  to  be  brought  by  the  comptroller  to  con- 
strue this  agreement  and  to  sell  the  stock,  first.  The  sale  of  the 
bank  building  was  continued  for  30  days.  It  was  advertised  for 
sale  just  after  the  Saturday,  I  believe,  before  the  23d,  which  would 
be  the  16th  of  February — it  may  be  that  it  was  the  22d  of  February ; 
I  am  not  sure — anyway  it  was  advertised.  The  30  days  that  they 
had  allowed  them  to  continue  the  sale  expired  about  the  22d  of 
February. 

I  want  to  read  you  one  paragraph  from  the  petition,  the  second 
petition  as  found  in  this  record  to  restrain  this  sale.  They  had  this 
conference  in  New  York ;  this  equity  case  was  started  to  construe  this 
contract ;  the  sale  of  the  bank  building  had  been  postponed,  and  the 
30-day  period  was  about  to  expire  wnen  the  facts  set  forth  in  this 
paragraph  of  the  petition  occurred  [reading] : 

A  Uke  petition 

That  is,  to  the  one  filed  originally.    [Continues  reading :] 

hereto,  in  some  respects,  was  presented  to  this  court  in  the  early  part  of 
January,  ultimo,  and  a  restraining  order  was  issued  by  this  court  at  that  time. 
At  the  same  time,  on  application  of  New  York  counsel,  the  Comptroller  of  the 
Currency  agreed  to  have  the  sale  of  said  building  continued  for  a  i>eriod  of 
30  days.  Immediately  thereafter  the  receiver  and  his  counsel,  counsel  repre- 
senting the  <!reditors'  committee  (which  represents  a  large  percentage  of  the 
claims  against  the  Thompson  estate,  and  is  attempting  to  make  the  sale  of 
the  property  for  the  protection  of  creditors),  and  the  attorneys  for  the  trus- 
tees in  bankruptcy,  met  by  appointment  in  the  city  of  New  York  to  agree 
if  possible  upon  a  method  of  procedure  whereby  the  rights  of  all  parties 
would  be  safeguarded.  The  receiver  and  his  counsel  were  informed  at  this 
meeting  that  negotiations  were  practically  completed  by  which  a  syndicate 
of  capitalists  had  been  induced  to  undertake  the  purchase  of  all  the  Thompson 
properties,  including  these  stocks  deposited  with  Uie  comptroller,  and  as  a  part 
of  the  arrangement  said  syndicate  was  to  pay  $750,000  for  said  stocks,  was 
to  pay  other  amounts  which  would  inure  to  the  benefit  of  creditors  of  said 
bank,  and  was  to  pay  all  back  taxes,  and  interest  on  the  mortgages  on  the  pro^ 
erties  of  said  Thompson,  and  that  the  consummatlou  ot  &%\^  \x^\i^>x<(tX\fiiw  n^^!^ 
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said  syudiente  would  in  effect  make  collectible  a  very  large  proportion  of  tbe 
bills  and  notes  held  by  said  receiver  of  said  bank,  would  furnish  the  bank 
with  funds  with  which  to  pay  oft  all  creditors,  and  would  make  the  stock  of 
said  bank  worth  to  stockholders  from  $1,000  to  $1,500  a  share. 

It  was  accordingly  arrangement  that  as  the  comptroller  had  agreed  that  said 
sale  should  be  continued  for  30  days,  it  would  be  accordingly  so  continued, 
and  tluit  meanwhile  the  receiver  and  his  counsel  would  investigate  the  bmia 
fides  of  the  alleged  negotiations  for  the  sale  of  the  property  by  the  creditors' 
committee  by  the  purchasing  syndicate.  This  conference  was  held  on  Satur- 
day. On  Monday,  without  making  any  such  investigation,  the  receiver  and 
his  counsel  appeared  at  Union  town,  and  against  the  protests  of  the  trustees 
insisted  upon  electing  representatives  of  the  comptroller  directors  of  one  of 
the  coal  companies,  thereby  taking  control  of  said  corporation  contrary  to  the 
ternm  of  the  agreement  under  which  the  stocks  had  been  deposited. 

Tliat  is  a  sworn  statement  in  the  petition  that  was  filed  in  the 
United  States  court.  ITiat  shows  you,  Senators,  the  significance  of 
what  Mr.  Williams,  and  his  receivers,  and  his  counsel  were  doing. 
[Continues  reading:] 

The  same  week  8«ld  receiver  and  his  counsel  went  to  New  York  and  investl- 
;;ated  the  negotiations  witli  said  syndicate  for  the  sale  of  said  property,  but 
said  receiver  upon  his  return,  when  asked  by  the  trustees  whether  of  not  the 
sale  would  he  further  continued,  stated  in  reply  that  he  would  not  answer  as  it 
might  furnish  to  the  trustees  information  upon  which  to  proceed  to  obtain 
another  order  of  stay.  CJounsel  for  the  trustees,  in  writing,  requested  counsel 
for  the  receiver  to  advise  him  what  conclusions  had  been  reached  in  the 
premises  with  reference  to  continuing  the  sale,  but  said  counsel  did  not  r^ly 
to  said  letter.  Accordingly,  the  trustees  and  their  counsel  to  the  last  nrinute 
did  not  know  whether  said  sale  would  be  continued  or  not;  and  at  the  last 
minute,  a  few  hours  before  the  time  of  the  sale  on  Saturday  last,  the  16th 
instant,  for  some  reason  unknown  to  petitioners,  the  sale  was  continued  for 
another  week  and  readvertised  for  the  23d  instant. 

Meim while,  said  receiver  has  been  giving  out  information  to  the  newspapers, 
especially  to  the  News  Standard,  of  Union  town.  Pa.,  which  on  the  16th  instant 
statcfl : 

**  Definite  determination  of  the  Government  to  dispose  of  the  property  de- 
veloptKl  yesterday,  with  the  further  fact  that  all  negotiations  between  the 
financial  interests  behind  the  present  examination  of  the  Thompson  properties 
and  the  Government  officials  have  abruptly  terminated.  These  interests,  a 
<*(»mbination  of  New  York  and  St.  Paul  financial  men,  have  failed  to  convince 
Receiver  Strawn  or  the  Federal  authorities  that  they  will  underwrite  the 
Thompson  estate  sufficiently  to  guarantee  a  full  payment  of  all  the  debts  wliich 
l)ear  the  stamp  of  Federal  protection.  These  include  the  direct  debts  of  the 
bank  to  depositors  and  Mr.  Thompson*s  notes  held  by  other  national  banks  of 
the  country." 

The  publication  of  such  statements  makes  the  carrying  out  of  the  proposed 
sale  very  much  more  difficult,  and  the  sale  of  said  building,  which  is  regarded 
in  Fayette  as  the  Thompson  Building,  would  make  the  entire  public  believe  that 
all  negotiations  for  the  rehabilitation  of  the  Thompson  estate  were  at  an  end 
and  that  the  estate  had  to  be  liquidated  by  being  sold  out  piecemeal  and  in 
segregated  parts.  It  would  not  only  cause  the  loss  of  millions  of  dollars  to 
said  estate,  but  also  millions  of  dollars  of  loss  to  all  holders  of  coal  securities, 
as  the  throwing  of  these  enormous  proi)erties  upon  the  market  would  have  the 
effect  of  greatly  reducing  the  price  of  coal  property  throughout  western  Penn- 
sylvania and  West  Virginia. 

I  am  reading,  gentlemen,  what  was  stated  in  a  petition  sworn  to 
by  Mr.  Strawn.  Gentlemen  of  this  committee,  he  is  alleged  to  have 
said  time  after  time,  after  he  became  receiver 

The  Chairman.  Sworn  to  by  whom  ?    Finish  your  sentence. 

Mr.  Jones.  This  is  sworn  to  by  Mr.  G.  K.  Schnigham,  one  of  the 
trustees,  and  the  petition  is  signed  by  all  of  the  stockholders,  in- 
cluding the  Thompson  trustees.  Up  to  that  time  I  had  not  been 
associated  with  counsel 

The  Chairman.  Proceed. 
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Mr.  Jones.  On  Saturday  morning,  February  23^  after  this  agree- 
ment in  New  York,  to  postpone  this  sale,  after  this  equity  case  had 
started  to  determine  what  this  contract  between  Williams  and  Thomp- 
son was — remember  that  on  Friday  night  before  the  23d  was  when 
this  committee  meeting  was  held — ^Mr.  A.  Leo  Weil,  attorney  for  the 
trustees.  Judge  Humble,  15  years  on  our  local  bench,  and  myself, 
went  into  the  United  States  court  in  Pittsburgh,  70  miles  away,  with 
a  sworn  petition  for  a  restraining  order  to  stop  the  sale  of  this  bank. 
I  had  telegraphed  the  comptroller  the  result  of  the  public  meeting 
remonstrating  against  the  sale.  This  case  in  equity  had  been  started 
to  construe  this  contract  and  dispose  of  the  stock,  and  yet  the  United 
States  court  said,  "  Now,  gentlemen,  the  bank  building  is  being  ad- 
vertised to-day.  The  comptroller  has  charge  of  that.  The  Govern- 
ment of  the  United  States  is  settling  this  estate,"  or  in  words  to  that 
effect;  and  on  Saturday  morning,  February  23, 1918,  the  court  refused 
to  issue  a  second  restraining  order.  Now,  notice.  The  first  restrain- 
ing order  never  would  have  been  withdrawn  had  not  Mr.  Williams 
and  his  New  York  counsel  suggested  the  conference  in  New  York. 
It  was  withdrawn  in  pursuance  of  that  conference,  and  after  it  was 
withdrawn  these  stockholders  were  unable  to  get  reinstated,  and  the 
bank  building  was  sold. 

What  happened  when  they  came  to  the  equity  case?  I  am  going 
to  conclude  in  just  a  minute,  Mr.  Chairman,  I  want  the  lawyers  on 
this  committee  to  examine  the  paper  books  in  this  case  to  determine 
lust  what  was  at  issue  in  this  equity  case  of  which  I  offer  the  paper 
books  in  evidence.  Tliat  equity  case  was  started  to  determine  what 
this  contract  was  and  to  dispose  of  this  stock.  To  prove  that  I  want 
to  read  the  sixteenth  paragraph  of  the  second  petition  for  a  restrain- 
ing order. 

On  account  of  the  controversies  between  the  receiver  and  said  Thompson 
and  the  stockholders  of  said  bank  as  to  the  construction 

There  is  the  word  "  construction.'*     [Continues  reading:] 

of  said  agreement  under  which  said  coal  stocks  were  deposited 

The  Chairman.  Does  it  set  out  the  agreement? 

Mr.  Jones.  Oh,  yes ;  it  is  all  set  forth  in  this  petition— that  is,  the 
order  of  our  court  permitting  the  attorneys  to  turn  this  stock  over 
to  Mr.  Williams  is  all  set  out  m  this  pjetition. 

The  Chairman.  You  are  not  referring  now  to  the  oral  agreement? 

Mr.  Jones.  Oh,  yes. 

The  Chairman.  Is  that  set  out  in  that  petition,  the  oral  agreement 
with  Thompson  ? 

Mr.  Jones.  The  facts  that  are  alleged  to  constitute  the  agreement 
are  set  out  in  this  petition. 

The  Chair.man.  You  base  that  on  the  correspondence  that  you 
have? 

Mr.  Jones.  Yes,  sir;  and  the  personal  interviews  as  claimed  by 
Mr.  Thompson. 

The  Chairman.  Very  well.  Was  the  terminology  of  that  agree- 
ment as  set  out  in  that  petition  disputed  by  anybody^ 

Mr.  Jones.  The  language  of  this  agreement?  It  was  disputed 
when  we  got  into  the  equity  case. 

The  Chairman.  Was  there  any  disposition  on  the  part  of  the 
comptroller  to  dispute  the  answer  setting  forth  this  agreement? 

144936—19 33 
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Mr.  Jones.  In  the  answer  which  was  filed  by  Mr.  Strawn,  he 
denied  that  there  was  any  obligation  on  him  to  answer  that  ques- 
tion. The  receiver  representing  the  comptroller,  in  the  first  answer 
he  filed  to  the  petition  praying  for  a  restraining  order,  in  that  por- 
tion of  the  petition  setting  forth  that  this  stock  was  hypothecated 
with  the  comptroller  and  tnat  it  was  in  his  hands  to  protect  Thomp- 
son's indebtedness  to  the  bank 

The  Chairman.  Just  answer  my  question  to  get  this  clear  in  my 
mind.    This  petition  calls  for  a  construction  of  a  ccitain  agreement? 

Mr.  Jones.  This  petition  sets  up  that  a  suit  in  equity  had  been 
filed  to  detennine  the  construction. 

The  Chairman.  Very  well.  And  does  this  petition  you  set  up 
give  that  agreement? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Has  the  language  of  that  agreement  or  the  terms 
of  it  ever  been  disputed  by  the  comptroller? 

Mr.  Jones.  As  I  said  a  moment  ago 

The  Chairman.  Or  by  his  counsel? 

Mr.  Jones.  The  receiver  of  Mr.  Williams  and  his  counsel  deny  any 
obligation  on  him,  in  the  proceeding  to  restrain  the  bank,  to  answer 
the  question. 

The  Chairman.  How  was  that  decided  ? 

Mr.  Jones.  It  has  never  been  decided  yet.  The  conference  in  New 
York  provided,  as  we  understood — ^that  is,  the  conference  in  New 
York  was  to  the  effect  that  a  suit  was  to  be  brought  in  equity  to  settle 
that  question,  and  when  the  bank  building  was  bsing  sold  before  that 
question  was  settled,  then  we  went  into  court 

The  Chairman.  I  understand  that. 

Mr.  Jones  (continuing).  And  alleged  that  this  suit  in  equity  by 
agreement  with  the  comptroller  had  been  started  to  construe  that 
contract,  and  until  that  was  settled  we  could  not  with  safety  permit 
the  bank  building  to  be  sold;  that  is,  we  had  an  agreement  that  it 
would  not  be  solcT    I  will  read  on : 

As  to  the  construction  of  said  agreement  under  whicli  said  coal  stocks  were 
deposited  as  security  for  the  payment,  first,  of  said  Indebtedness  of  said 
Thompson,  and,  second,  of  securing  and  protecting  all  depositors  of  said  baiik» 
and,  third,  of  securing  the  payment  of  notes  of  said  Thompson  held  hy  other 
national  banks,  said  controversies  being  as  to  what  is  the  indebtedness  of  said 
Thompson  to  said  bank,  to  the  payment  of  which  the  proceeds  from  the  sale  of 
said  stock  should  be  applied,  as  required  by  the  express  terms  of  said  agreement 
of  deposit  with  said  comptroller — said  comptroller  has  filed  in  the  District  Court 
of  the  United  States  for  the  Western  District  of  Pennsylvania  at  No.  192,  May 
term,  1018,  his  bill  in  equity  praying  for  the  construction  of  said  agreement  and 
an  order  directing  the  sale  of  the  said  stocks  deposited  thereunder,  and  for  the 
distribution  of  the  proceedf^  of  the  sale  of  said  stocks  to  and  among  the  parties 
entitled  thereto.  Service  of  said  bill  has  been  made  upon  the  respective  parties 
defendant,  which  said  bill  is  now  pending. 

If  said  comptroller  should  dispose  of  the  Liberty  and  Wetzel  Coal  Co.  stocks, 
and  apply  the  proceeds  in  accordance  with  the  terms  of  said  deposit  to  the 
payment  of  the  indebtedness  of  said  Thompson,  and  the  indebtedness  of  said 
Thompson  is  as  alleged  by  petitioners  and  claimed  by  said  Thompson  in  the 
several  amounts,  both  direct  and  indirect,  as  hereinabove  set  forth,  all  of  the 
indebte<lness  of  said  bank  can  be  paid  by  tlie  proceeils  of  said  sale,  the  cash 
now  on  hand,  and  the  bills  and  accounts  receivable,  and  all  of  said  real  estate 
will  remain  the  property  of  the  stockholders. 

I  will  not  read  further.  That  is  a  sworn  statement  in  the  proceeding 
to  stop  the  sale  of  the  bank  building  after  the  conference  in  New 
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York  and  after  this  equity  case  was  brought  to  construe  that  agree- 
ment. 

Immediately  after  that,  gentlemen,  is  when  I  went  to  Pittsburgh 
as  attorney  for  these  stockholders  and  attempted  to  have  the  inde- 
pendent stockholders,  those  outside  of  Thompson,  be  permitted  to 
become  parties  defendant  in  order  that  they  might  see  that  this 
contract  was  construed  so  as  to  protect  their  interests.  Mr.  Wendt, 
the  attorney  who  appeared  here  before  you  for  the  comptroller, 
argued  to  the  court  for  an  hour  and  a  half  that  the  receiver  Strawn, 
was  a  party  defendant,  that  he  represented  my  clients,  and  that  he 
bein^  a  defendant  representing  my  clients,  mj  clients  should  not  be 
parties  defendant — wnich,  as  a  legal  proposition,  was  entirely  right, 
and  we  do  not  want  to  be  understood  as  criticizing  the  court  for 
sustaining  that  position.  My  position  is  this,  that  Mr^  Strawn 
was  disputing  Thompson's  direct  and  indirect  indebtedness  while 
embraced  in  this  contract.  Mr.  Williams  was  standing  mute,  would 
not  say  anything,  as  ho  is  standing  mute  to  this  very  moment.  If 
Mr.  Strawn  did  not  raise  the  Question  as  to  the  legal  representative 
of  the  stockholders  of  the  bank,  who  would  raise  the  question? 

Mr.  Wendt,  attorney  for  the  comptroller,  would  not  allow  me 
under  those  circumstances  to  file  that  petition  and  allow  my  clients 
to  have  a  day  in  court. 

Let  me  read  you  Mr.  Strawn's  answer,  found  on  page  46  of  the 
second  volume.  That  will  show  you,  gentlemen,  whetner  or  not  Mn 
Strawn  wanted  this  agreement  construed  in  this  equity  case : 

Answer  of  John  H.  Strawn,  Receiveb,  Filed  March  26,  1918. 

I,  John  H.  Strawn,  receiver  of  the  First  National  Bank  of  Uniontown,  one 
of  the  defendants  In  this  action,  for  answer  to  the  portion  of  the  answer  of 
David  M.  Hertzog,  George  R.  Scnigham,  and  R.  M.  Hlte,  trustees  In  bank- 
ruptcy of  Josiah  V.  Thompson,  or  to  such  parts  thereof  as  I  am  advised  that 
it  is  necessary  for  me  to  answer,  say : 

I  deny  that  plaintiff,  through  me  as  receiver  of  the  bank,  or  that  I  as  such 
receiver,  have  maintained  and  insisted  that  the  only  indebtedness  of  Thompson 
to  the  bank,  for  which  said  stock  is  held  as  collateral,  is  his  direct  indebtedness, 
aggregating  between  $200,000  and  $300,000. 

He  denied  tliat  after  he  had  written  a  letter  to  Mr.  Williams  dated 
May  28,  1917,  and  this  was  filed  almost  a  year  later,  in  which  he 
suggested  to  Mr.  Williams  that  the  language  of  the  order  of  the 
court  did  not  appear  broad  enough  to  embrace  Mr.  Thompson's  direct 
and  indirect  indebtedness.    I  read  on: 

I  can  not  state  the  exact  amount  of  the  so-called  Indirect  indebtedness  of 
Thompson  to  the  bank;  but  the  total  thereof,  together  with  his  direct  indebted- 
ness, does  not  equal  the  amount  stated  in  the  answer,  $800,000. 

He  did  not  say  what  it  was,  and  he  knew  what  both  of  them  were. 
He  had  the  figures  and  the  list  had  all  been  checked  up  between  him 
and  Thompson.     [Continues  reading:] 

Much  of  this  indirect  indebtedness  I  have  collected,  and  I  have  secured  large 
portions  of  the  remainder,  which  will  be  collected. 

In  like  nftinner  I  have  secured  liens  for  a  large  proportion  of  Thompson's 
direct  indebteclness  to  the  bank,  which  I  believe  will  be  collected. 

I  am  advised  that  it  is  not  necessary  for  me  to  further  reply. 

Gentlemen,  there  was  a  bill  of  the  comptroller  brought  to  con- 
strue that  agreement.  I  had  attempted  to  have  my  clients  made 
parties  defendant  in  order  that  that  agreement  might  be  constrvk^ 
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and  their  interest  protected,  and  yet  Mr.  Strawn,  representing  my 
clients,  comes  into  (^ouit  and  does  not  raise  the  question,  and  states 
in  his  answer: 

I  am  adviHCHl  that  it  is  not  necessary  for  me  to  further  reply. 

Mj'  clients  were  kept  out  of  court  by  Mr.  Williams's  attorney. 

The  Chairman.  Did  you  make  any  attempt  to  get  a  further  reply? 

Mr.  Jones.  Did  I  cite  liini  to  file  an  additional  answer? 

The  Chairman.  Yes. 

Mr.  Jones.  No.  I  will  tell  you  why.  Mr.  Wendt  told  me  before 
the  United  States  court  that  wlien  this  matter  came  on  for  hearing  he 
would  let  mo  know,  in  order  that  I  might  attend  the  hearing  as 
an  attorney  for  those  parties.  The  case  went  to  hearing  without 
any  notice  from  Mr.  nendt  to  me,  and  I  did  not  know  anything 
more  about  it  until  the  decree  was  entered. 

The  point  I  want  to  make,  gentlemen,  in  connection  with  this 
right  here  is  this :  This  bill  was  filed  by  the  comptroller  to  construe 
that  agreement  and  to  sell  this  stock.  In  the  meantime  the  sale 
of  the  bank  building  was  to  be  continued,  first,  for  30  days.  We 
did  not  have  the  language  of  the  conference  in  New  York  to  de- 
teniiine  whether  it  was  from  time  to  time  until  this  equity  case  was 
disposed  of,  but  the  presumption  is  that  it  was.  What  was  the  use 
of  withdrawing  the  restraining  order  for  30  days  and  then  let  the 
bank  building  be  sold  without  a  construction  of  this  agreement,  and 
the  sale  of  this  stock  in  the  hands  of  the  comptroller  as  collateral 
and  the  application  of  the  proceeds  of  that  stock?  But  it  came  up 
to  the  last  minute  before  February  23,  1918,  when  this  bank  building 
was  sold,  and  these  stockholders  did  not  know  what  the  receiver 
and  Mr.  Williams  were  going  to  do.  They  did  not  know  until  Fri- 
day evening  when  that  public  meeting  was  called,  and  they  did  not 
know  until  they  went  to  Pittsburgh  on  Saturday  morning  with  an- 
other petition  setting  forth  the  facts  about  the  conference  in  New 
York;  and  this  equity  suit  was  brought  by  agreement  to  construe 
the  contract  and  apply  the  proceeds  of  that  stock  to  the  indebtedness 
of  Mr.  Thompson. 

The  Chairman.  What  happened  to  the  other  petition?  Put  it 
all  in  here. 

Mr.  Jones.  We  came  down  on  Saturday  morning,  February  23, 
the  day  the  bank  building  was  to  be  sold  and  the  day  on  which  the 
bank  building  was  sold — Judge  Humble,  attorney  for  the  Thompson 
trustee:  Mr.  Weil,  of  Pittsburgh,  associated  with  Mr.  Humble  for 
the  trustees:  and  I,  representing  these  independent  stockholders, 
went  by  petition  before  the  United  States  court,  the  petition  embrac- 
ing all  of  the  facts  of  the  original  petition  on  which  a  restraining 
order  had  issued  and  had  been  withdniwn  because  of  the  conference 
in  New  York.  The  prayer  of  the  petition  for  a  second  restraining 
order  was  I'efuscd  by  the  United  'States  court  and  the  bank  building 
was  sold  at  that  time. 

The  ChairMxVn.  On  what  ground  was  that  second  petition  denied? 

Mr.  Jones.  Because  we  had  withdrawn  the  other  petition — I  mean, 
because  the  other  petition  had  been  withdrawn  and  the  restraining 
order  vacated;  and  the  second  petition  was  presented  at  the  last 
moment  before  the  sale  was  to  be  held  in  Uniontown  and  the  court 
simply  refused  it. 
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The  Chairman.  Have  you  the  finding  of  the  court  there? 

Mr.  JoNBs.    Yes,  sir. 

The  Chairman.  Was  it  on  the  ground  that  it  was  too  late  or  was 
res  judicata f 

Mr.  Jones.  The  order  of  the  court  on  the  second  petition  filed  Feb- 
ruary 23,  1918,  as  found  on  page  86  of  the  extracts  of  record,  is  as 
follows : 

And  now,  February  23,  1918,  petition  refused.        '"*     " 

(Signed)  per  curiam. 

The  Chairman.  That  is  all;  no  reasons  given? 

Mr.  Jones.  No,  sir.  Now,  gentlemen,  in  order  to  show  that  Mr. 
Williams  was  personally  responsible  for  that  conference  in  New  York, 
and  in  order  to  show  that  wnat  was  done  after  that  must  have  been 
done  by  him,  I  want  to  read  an  extract  from  Mr.  Strawn's  testimony 
in  the  equity  case  found  on  page  71  of  volume  2  of  the  paper  book : 

Witness  (Mr.  Strawn)  met  Mr.  Well,  Mr.  Wieliwlre,  Mr.  Untermyer,  and 
Mr.  Thompson  last  January  at  Mr.  Untemiyer's  residence  in  New  York,  pur- 
suant to  Instructions  from  tlie  comptroller. 

Mr.  Williams,  was  responsible  for  the  conference  in  New  York. 
The  comptroller,  Mr.  Williams,  w^as  responsible  then  for  the  with- 
drawal of  the  petition  which  restrained  the  sale  of  the  bank  building. 
He  was  responsible  for  the  sale  of  the  bank  building  under  the  cir- 
cumstances in  which  it  was  made. 

I  am  going  to  mention  just  one  or  two  facts,  Mr.  Chairman,  and 
then  I  will  be  through. 

As  I  said  a  while  ago  in  answer  to  a  question  of  the  Senator,  Mr. 
Weil,  of  Pittsburgh,  and  Samuel  Untermyer,  of  New  York,  are  more 
experienced  lawyers  and  better  appreciate  the  principles  of  law  in- 
volved and  the  questions  at  issue  in  the  equity  case  than  I.  I  read 
from  their  argument.  This  argument  is  signed  by  Weil  &  Thorp, 
attorneys  for  appellants.  A.  Leo  Weil,  Charles  M.  Thorpe,  S.  Leo 
Ruslander,  W.  D.  Stewart,  of  counsel,  and  Samuel  Untermyer,  coun- 
sel to  creditors'  committee.    (Reading:) 

These  offers  of  evidence  were  for  tlie  purpose  of  sliowlng  that  the  term  "  of 
all  Indebtedness  of  said  Thompson  to  the  bank/*  Included  his  Indirect  as  well 
as  his  direct  obligations.  The  fact  was  admitted  that  he  told  the  comptroller 
of  this  indirect  indebtedness  and  explained  its  character.  It  was  understood  at 
all  times  between  the  comptroller  and  Mr.  Thompson  that  it  was  because  of  this 
indirect  liability  that  Mr.  Thompson  was  called  upon  to  put  up  collateral;  in 
fact,  he  had  been  forced  to  take  out  of  the  bank  certain  of  his  direct  obligations 
and  substitute  therefor  the  obligations  of  other  parties,  the  payment  of  which 
Mr.  Thompson  has  assumed. 

That  is  the  language  of  those  lawyers  in  connection  with  the  issue 
as  framed  in  the  equity  case. 

I  want  to  read  several  paragraphs  in  connection  with  further  of- 
fers made.    I  read  from  page  72  of  volume  1 : 

We  offered  to  prove  that  the  receiver  by  llquidallng  the  assets  of  the  bank 
had  paid  nil  the  creditors  and  depositors  of  the  bank,  or  had  sufldcient  money 
on  hand  to  make  such  payments. 

This  was  after  the  bank  building  was  sold. 

This  would  show  that  the  sale  of  the  stock  was  not  necessary  to  protect  de- 
positors from  loss. 

After  the  bank  building  was  sold,  after  Mr.  Strawn's  receiver  had 
sufficient  money  in  his  hands  to  pay  all  depos\U>T%*  \}cve^  ^^\^  ^n^iv 
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then  following  up  this  proceeding  to  sell  this  stock  under  the  circum- 
stances I  have  described  a  while  ago  when  I  said  that  nobody  knew 
what  interest  they  had  in  the  proceeds  of  that  stock,  nobody  knew, 
no  group  of  men  or  women  knew  what  their  interests  might  be  so 
that  they  might  protect  themselves 

The  Chairman.  They  were  following  up  the  proceedings  to  de* 
termine  to  whom  the  proceeds  from  the  sale  of  the  stock  should  goi 

Mr.  Jones.  No.  They  got  away  from  the  construction  of  the 
agreement.  They  would  not  allow  it  to  be  construed,  and  they-^ob- 
jected  to  every  bit  of  testimony  offered  to  construe  the  agreement, 
and  they  simplj  resolved  it  into  a  foreclosure  proceeding.  They 
changed  the  entire  character  of  the  proceeding  from  what  it  nad  been 
understood  the  proceeding  would  be  in  New  York  in  that  conference. 
That  was  the  duplicity  of  the  whole  proposition.  After  they  got 
the  restraining  order  stopping  the  sale  of  the  bank  avoided  and  at 
the  time  this  proceeding  was  just  brought  in  equitv  to  construe  the 
contract  the  attorneys  for  the  stockholders  thought  it  was  a  pro- 
ceeding to  construe  the  agreement. 

The  Chairman.  I  understood  that  you  were  quoting  from  their 
statement  as  to  what  the  agreement  meant? 

Mr.  Jones.  As  I  was  just  saying,  Senator,  the  counsel  for  the  stock- 
holders thought  this  proceeding  was  to  construe  the  agreement. 

The  Chairman.  Yes;  I  understand  you. 

Mr.  Jones.  But  after  they  got  into  it  they  found  it  was  not  a  suit 
to  construe  the  agreement,  but  a  suit  to  foreclose. 

The  Chairman.  I  understand  you,  now. 

Mr.  JoNBB.  I  am  simply  reading  the  summary  of  the  offers  that 
this  counsel  attempted  to  prove  and  how  Wcndt  and  his  counspl 
attempted  to  prove  it : 

We  offered  to  prove  that  the  sale  of  tlic«e  securities  should  not  be  ordered 
at  tills  time  bei»nuse  there  wn<?  a  contract  of  sale  outstanding  for  $750,000 
for  these  securities,  which  in  all  probability  would  be  consummated  within  a 
comparatively  short  time  and  that  this  amount  was  more  than  would  be 
realized  at  a  public  sale.  We  offered  to  prove  that  vast  majority  of  the  bene- 
ficiaries of  this  trust  of  which  the  comptroller  was  trustee  had  approved  of  that 
sale  for  $750,000  and  were  opposed  to  any  sale  by  the  comptroller  at  this  tlme^ 

A.  Leo  Weil,  in  the  trial  of  the  case,  offered  to  prove  that  practi- 
cally all  of  the  national  banks  of  the  United  States  at  that  time  held 
Thompson's  notes,  and  were  the  third  and  last  list  of  beneficiaries 
under  the  agreement  of  Mr.  Strawn  and  Mr.  Williams.  He  offered  to 
pix)ve  that  the  banks  did  not  want  it  sold,  that  the  stocldiolders  did 
not  want  it  sold,  and  offered  to  prove  that  the  depositors  were  paid 
in  full  or  that  there  was  money  enough  in  the  hands  of  the  comp- 
troller to  pay  in  full ;  yet  he  was  not  permitted  to  prove  a  word  of 
it  after  Mr.  Williams's  attorney  in  New  York  had  agreed  that  this 
case  should  be  started  for  that  very  purpose. 

As  I  said  a  minute  ago,  the  attorneys  for  the  stockholdei's  with- 
drew their  restraining  order  to  stop  the  sale,  with  an  understand- 
ing— not  in  writing;  certainly  not — with  the  comptroller  that  a  suit 
would  be  brought  to  construe  the  agreement  and  sell  this  stock  first; 
and  as  soon  as  they  got  the  matter  in  shape  and  the  restraining  order 
off  the  record,  then  they  jammed  the  sale  of  the  bank  building 
through  and  then  had  the  court,  on  the  pleadings  that  Mr.  Williams 
and  Mr.  Strawn,  his  receiver,  framed — ^had  the  court  construe  this 
suit  to  be  a  foreclosure  proceeding  and  not  a  suit  to  construe  an  agree- 
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ment  between  Thompson  and  Williams.  The  building  was  gone,  and 
now  what  do  they  want  to  do?  They  want  to  sell  these  stocks  for 
whatever  they  can  get  out  of  them  under  the  circumstances, 

The  Chairman.  Have  the  stocks  depreciated? 

Mr.  Jones.  No,  sir;  they  are  appreciating;  they  are  increasing  in 
value.  But  here  is  a  question  in  reference  to  the  stock :  If  Mr.  Wil- 
liams sells  these  stocks  for  $500,000  and  Mr.  Thompson's  direct  in- 
debtedness to  the  bank  is  $200,000,  then  $200,000  of  the  $500,00  goes 
to  the  bank.  The  depositors  are  paid  in  full.  That  was  the  second 
class  of  creditors  for  which  this  stock  was  hypothecated.  The  depos- 
itors of  the  bank  are  paid.  So  that  leaves  the  third  class  of  bene- 
ficiaries under  this  agreement  who  would  participate  and  get  this 
$300,000. 

Mr.  Weil  offered  to  prove  in  that  case  brought  by  the  comptroller, 
as  he  thought,  to  construe  the  agreement,  but  as  the  comptroller  and 
his  counsel  framed  the  issue,  it  was  nothing  but  a  foreclosure  proceed- 
ing— ^Mr.  Weil  offered  to  prove  that  the  national  banks  of  the  United 
States,  a  great  majority  of  them,  did  not  want  the  comptroller  to  sell 
that  stock.  The  comptroller's  counsel  objected  to  that  testimony,  and 
the  comptroller's  counsel's  objections  prevailed,  and  the  court  would 
not  hear  a  word  of  that  testimony.  It  said  that  the  comptroller 
under  this  agreement  has  a  right  to  sell  this  stock  because  Mr. 
Thompson  did  not  redeem  it  within  a  specified  time. 

I  could  read  you  some  other  paragraphs,  gentlemen,  as  to  the  offers 
that  were  made.  I  want  to  read  you  tne  summary  of  this,  as  to  just 
what  that  case  was.    This  is  not  my  language : 

When  the  crash  came,  and  after  the  receiver  appointed  by  the  comptroUer 
had  taken  charge  of  and  had  nearly  completed  the  liquidation  of  Thompson's 
banlc,  and  when  the  comptroller,  through  his  receiver,  had  in  his  hands  enough 
money,  or  had  enough  security  outside  of  these  trustees*  stoclcs,  with  which  to 
pay  and  discharge  all  of  Thompson's  indebtedness  to  the  bank,  and  after  prac- 
tically all  of  the  depositors  had  been  paid  the  comptroller  filed  this  bUl  in 
equity  for  leave  to  sell  this  collateral  which  had  been  deposited  with  him  under 
the  circumstances  above  stated.    For  w^hat  reason? 

This  is  the  language  of  the  attorneys  in  this  case : 

What  reason  is  given  in  the  bill  filed?  eLt  this  question  be  emphasized  again 
and  again — For  what  reason?  Why?  It  was  not  to  satisfy  creditors  who  were 
clamoring  for  this  sale,  because,  as  a  matter  of  fact,  as  we  offered  to  prove, 
a  vast  majority  of  them  did  not  want  the  sale  and  were  opposed  to  it.  With 
the  exception  of  one  or  two  comparatively  small  creditors,  no  beneficiary  of 
the  trust  appeared  in  court  to  urge  the  sale.  As  a  matter  of  fact  the  majority 
of  the  beneficaries  are  not  before  this  court. 

The  sale  is  insisted  upon  by  the  comptroller  notwithstanding  the  fact  that 
offers  were  made  to  show  that  the  market  for  coal  properties  was  appreciating 
and  a  better  price  could  be  obtained  later;  notwithstanding  the  fact  that  an 
offer  was  made  to  show  that  the  option  price  as  contained  in  the  contract  with 
the  comptroller  would  in  all  probability  be  paid  shortly  by  the  purchasers  of 
the  Thompson  properties,  and  that  this  was  a  higher  price  than  could  be  ob- 
tained at  a  public  sale ;  notwithstanding  the  fact^  that  an  offer  was  made  to 
show  that  the  sale  of  this  stock  would  Imperial  the  liquidaion  of  the  whole 
Thompson  property,  involving  millions,  because  it  would  take  out  so  valuable 
a  part  of  the  proi»erty  optioned ;  notwithstanding  the  fact  that  It  was  offered 
to  prove  that  because  the  respective  parties  or  classes  of  parties  who  would 
be  entitled  to  distribution  out  of  the  fund  realized  from  the  sale  were  in 
doubt — 

Now,  notice  this: 

Uncertainty  and  controversy,  and,  therefore,  until  determined,  neither  class 
would  know  whether  or  not  to  bid  at  the  sale  and  thereby  protect  tUelt  V^.- 
terest,  and  therefore,  as  a  result,  bidding  would  be  deitesm^  ^Xi^Qi  ^  \««i^  \RNsft 
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secured.  In  fact,  generally  summarised,  without  the  allegatioD  of  complaint 
or  the  proof  at  the  trial  of  a  single  valid  reason  why  this  sale  should  be  hur- 
ried or  insisted  uinm  at  this  time,  and  against  the  protests  and  objection  of 
substantially  nil  of  the  beneflairies,  and  contrary  to  all  of  the  reasons  which 
ai)pealed  for  delay  in  the  interest  of  the  beneficaries,  and  particularly  in  the 
interest  of  the  trustees  in  bankruptcy  representing  general  creditors  of  the 
Thompson  estate,  insistence  was  made  uiKm  an  order  directing  sale  at  once — 
and  again  the  question  is  aslced.  Why?  To  what  end?  For  what  purpose? 
To  serve  or  gratify  whom?    There  is  nothing  in  the  record  to  show. 

That  is  tlie  language  of  the  brief. 

The  Chairman.  Is  that  all,  Mr.  Jones? 

Mr.  Jones.  Yes,  sir. 

The  Chairman.  Mr.  Williams,  I  understand  you  desire  to  answer? 

Have  you  finished,  Mr.  Jones? 

Mr.  Jones.  Yes,  sir. 

Mr.  W11J.IAM8.  I  would  like  to  have  a  few  minutes  to  reply. 

STATEHEm:  OF  HON.  JOHN  SEELTON  WHUAUS,  COMFTBOLLEB 

OF  THE  CTTEKENCT— Eesumed. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  my  feelings  are  pre- 
cisely the  same  as  youi's  would  be  if  this  witness  ha^  made  these  state- 
ments and  charges  against  any  member  of  this  committee.  He  has 
absolutely  no  basis  upon  which  to  go,  and  I  want  to  denounce  Mr. 
Jones  as  a  contemptible  and  wanton  slanderer  in  making  the  state- 
ment or  suggestion  that  I  had  any  private  or  personal  motives  in  any 
act  which  1  have  taken  in  connection  with  this  matter.  His  state- 
ments are  so  full  of  inconsistencies  that  it  will  take  me  some  little 
time  to  point  them  out,  and  I  will  not  tax  your  patience  further  at 
this  time. 

I  will  simply  say  this:  He  has  admitted  to  you  that  he  begged  me 
to  simply  give  him  a  letter  and  a  very  brief  statement  as  to  what  I 
thought  would  be  the  construction  of  a  certain  agreement,  and  that 
if  I  should  give  him  that  letter  all  would  be  well  and  that  he  would 
not  make  his  complaint. 

The  Chairman.  Not  so  much  as  to  the  construction  but  as  to  the 
language  of  the  agreement,  as  I  understand  it.  He  wanted  you  to 
put  in  writing  the  terms  of  the  agi-eement. 

Mr.  WiLUAMs.  I  beg  your  pardon :  I  think  what  he  said  was  my 
construction  of  the  agreement. 

The  Chairman.  There  was  no  written  agreement. 

Mr.  Williams.  Perhaps  you  will  ask  him  and  get  that  clearly  in 
your  own  mind. 

Mr.  Jones.  My  request  of  Mr.  Williams  was  that  he  tell  me  what 
were  the  tenns  of  the  agreement,  not  his  construction  or  not  his 
opinion. 

Mr.  Williams.  The  arrangement,  Mr.  Chairman,  had  been  submit- 
ted to  the  Federal  courts  for  construction  and  interpretation. 

The  Chairman.  Yes;  but  what  I  want  to  get  clear  in  my  mind  is 
your  reason  for  refusing  to  give  him  the  terms  of  the  a^eement. 

Mr.  Wiij:jams.  The  terms  of  the  agreement  were  with  the  court. 
The  court  had  to  construe  and  declare  what  the  terms  were. 

The  Chairman.  The  language  of  the  agreement? 

Mr.  Williams.  The  stock  was  deposited  under  a  more  or  less  in- 
definite agreement,  but  for  the  benefit  of  the  creditors  of  Mr.  Tliomp- 
son  in  the  First  National  Bank  of  Uniontown  primarily 
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The  Chairman.  The  correspondence  and  letters  indicate  that  there 
was  an  understanding,  a  clear  understanding  on  the  part  of  your  ex- 
aminers, that  by  the  terms  of  this  agreement  the  depositors  and  stock- 
holders of  the  bank  attached  to  the  bank  would  be  considered  before 
the  outside  debts.  He  wanted  you  to  put  that  understanding  in  writ- 
ing, as  I  understand  it? 

Mr.  Williams.  It  was  not  as  clean-cut  a  propositon  as  that,  Mr. 
Clfairman,  as  you  have  stated  it.  It  was  more  or  less  vague  and  in- 
volved, and  it  was  necessary  for  the  comptroller  to  act  under  in- 
structions from  the  court  He  could  do  nothing  else.  He  had  no 
authority  to  proceed  otherwise. 

The  Chairman.  You  mean  to  say  that  there  was  no  definite  agree- 
ment reached? 

Mr.  Williams.  Finally ;  by  order  of  court. 

The  Chairman.  No;  but  in  your  convei'sation  in  New  York 

Mr.  Williams.  I  never  went  to  New  York  on  the  subject,  Mr. 
Chairman. 

The  Chairman.  Your  representatives — or  whether  this  under- 
standing was  reached.  It  has  been  stated  and  quoted  by  the  witness 
twice  from  written  letters  signed  by  your  examiners  or  the  receiver, 
and  that  agreement  is  stated  by  them  very  definitely  as  I  remem- 
ber it. 

Mr.  Williams.  That  is  just  the  trouble  with  the  agreement.  It 
was  not  a  very  definite  one  at  the  outset,  and  so  it  had  to  bo  defined 
in  conference  with  the  court  or  on  the  courts'  order. 

The  Chairman.  The  witness  has  stated  that  he  repeated  the  agree- 
ment in  your  presence  to  your  coimsel,  Mr.  Buchanan. 

Mr.  Jones.  Mr.  Buchanan  stated  the  terms  of  the  agreement  in 
Mr.  Williams'  presence  to  me. 

The  Chairman.  That  is  substantially  the  same  thing — that  Mr. 
Buchanan  stated  the  agreement  and  Mr.  Jones  asked  you  if  you 
would  put  it  in  writing,  and  you  declined. 

Mr.  Williams.  Yes. 

The  Chairman.  What  have  you  to  say  with  regard  to  that? 

Mr.  Williams.  I  am  very  glad  you  put  it  up  in  that  brief  form. 
I  told  the  witness  that  I  was  not  in  a  position  to  construe  that  agree- 
ment, that  the  whole  matter  had  been  submitted  to  the  Federal 
court 

The  Chairman.  He  did  not  ask  you  to  construe  it.  *  He  asked  you 
to  put  it  in  writing  as  stated  to  you  by  your  counsel,  Mr.  Buchanan. 

Mr.  Williams.  I  told  him  that  the  definition  of  that  agreement 
and  its  interpretation  were  a  matter  being  handled  by  counsel,  and 
that  I  would  not  undeilake  to  take  the  matter  out  of  their  hands 
and  give  nn  opinion  and  interpretation. 

The  Chairman.  Very  true,  the  interpretation  and  definition — ^thac 
might  very  likely  be  a  fair  statement  to  make;  but  when  you  come 
to  the  language  of  the  agreement  itself,  it  was  stated  to  you  by  your 
counsel,  Mr.  Buchanan. 

Mr.  Williams.  No;  I  think  that  Mr.  Buchanan  is  here  and  he  will 
answer  that  question  in  a  moment. 

The  Chair3ian.  That  is  Mr.  Jones'  statement. 

Mr.  Williams.  He  is  incorrect,  I  think. 
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The  Chairman.  Apparently  the  receivers  in  their  correspondence 
with  you  understood  definitely  just  what  the  terms  of  that  agree* 
ment  were.  That  is,  the  langua^  of  the  agreement.  There  might 
be  a  dispute  as  to  the  interpretation  of  that  language. 

Mr.  Williams.  The  statements  made  by  Mr.  Jones  are  so  full  of 
inaccuracies  and  distortions  that  it  would  take  some  little  time  to 

Sick  them  out  and  explain  them  to  the  committee.  I  shall  have  to 
o  that.  ""^ 

The  Chairman.  As  a  matter  of  fact,  you  did  decline  at  that  time 
to  give  to  Mr.  Jones  the  language  of  the  agreement,  and,  as  I  under* 
stood  you,  you  declined  to  give  it  because  tnere  never  was  any  agree- 
ment. 

Mr.  Willi  A  MS.  I  declined  to  do  it  because  the  whole  matter  was 
before  the  court  and  I  could  not  say  what  the  court's  construction 
or  interpretation  or  decision  would  be. 

The  Chairman.  What  do  you  mean  by  the  whole  matter? 

Mr.  WiLUAMS.  The  question,  in  the  first  place,  of  the  sale  of  the 
stock,  and,  in  the  second  place,  the  disposition  of  the  proceeds  thereof. 

The  Chairman.  The  question  of  the  terms  of  the  agreement  or  the 
interpretation  of  the  agreement — ^which  was  before  the  court? 

Mr.  Williams.  Both. 

The  Chairman.  The  terms  of  the  agreement  would  have  to  be 
stated,  would  they  not,  before  the  court  could  determine  them  ? 

Mr.  Williams.  As  I  recall,  Mr.  Chairman  and  gentlemen,  the  stock 
was  deposited  originally 

The  Chairman.  Just  answer  my  question,  now.  I  just  want  to  get 
your  view  of  it.    When  were  the  terms  of  the  agreement  stated  ? 

Mr.  Williams.  Specificallv,  at  the  start? 

The  Chairman.  How  could  it  be  interpreted  by  the  court  until  it 
was  set  out  somewhere  ? 

Mr.  Williams.  To  the  best  of  my  knowledge  and  belief  the  terms 
and  the  details  of  the  agreement,  as  it  now  stands  to-day,  were  not 
set  out  in  the  original  paper  at  the  outset 

The  Chairman.  Then  the  dispute  was  over  the  language  of  the 
agreement  and  not  over  its  construction  ? 

Mr.  Williams.  I  do  not  recall  so  much  of  the  language  of  the 
original  agi'eement;  I  do  not  know  what  the  language  of  the  original 
agreement  was  or  what  you  may  call  the  original  agreement,  but 
there  was  correspondence  requiring  the  deposit  by  Mr.  Thompson  of 
certain  stocks  for  the  protection  of  the  creditors  of  the  First  National 
Bank. 

The  Chairman.  Oh,  I  understand  that;  but  when  you  got  possesr 
sion  of  this  stock,  or  when  your  counsel  did,  it  was  indorsed  in  blank 
and  there  was  no  power  of  attorney  accompanying  it  indicating  the 
purpose  for  which  it  was  hypothecated  ? 

Mr.  Williams.  You  mean  there  was  or  was  not  ? 

The  Chairman.  There  was  not,  as  I  imdei'stand  it. 

Mr.  Williams.  May  Gov.  Buchanan  answer  that? 

The  Chairman.  Certainly. 

Mr.  Buchanan.  Mr.  Chairman,  I  think  I  can  make  that  clear  in  a 
very  brief  manner,  and  I  shaU  have  to  be  brief  because  I  have  been 
called  home  on  accoimt  of  the  illness  of  my  brother. 

This  agreement  is  in  writing  and  defined  by  the  court,  and  the  only 
controversy  is  over  the  construction  of  the  word  "  all." 
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Mr.  Williams.  May  I  interrupt  right  there?  Do  you  refer  to  the 
agreement  which  was  agreed  to  by  all  sides  subsequent  to  the  orig- 
inal deposits  of  the  certificates  of  stock? 

Mr.  Buchanan.  As  I  explained  in  my  testimony  at  a  former  date, 
this  stock  was  to  be  placed  in  the  hands  of  Mr.  Thompson's  counsel, 
McCombs,  Ryan  &  Gordon,  and  to  be  held  until  an  agreement  was 
framed,  or  at  least  they  were  to  form  a  corporation  to  procure  stock ; 
and  the  time  they  did  that,  which  was  in  1914, 1  think 

The  Chairman.  You  mean  to  say  that  this  stock  was  turned  over 
without  any  understanding  as  to  the  obligations  accompanying  it? 

Mr.  Buchanan.  As  I  understand  it — I  was  not  Kere  at  the  time, 
sir — certain  coal  property  was  to  be  turned  over  to  a  corporation 
which  was  to  be  formed  for  that  purpose. 

The  CHAHtMAN.  I  am  not  talkmg  about  the  proper^. 

Mr.  Buchanan.  The  stock  was  to  be  procured  by  McCombs,  Ryan 
&  Gordon,  as  I  understood  from  the  letter  of  Mr.  McCombs,  which 
was  read  by  Mr.  Jones  this  morning.  It  was  to  be  held  to  secure 
Mr.  Thompson's  indebtedness  to  the  Union  National  Bank  and  other 
national  banks.  Subsequently  this  property  went  into  the  hands  of 
a  receiver,  and  the  receiver  demanded  that  stock,  and  McCombs, 
Rvan  &  Gordon  were  not  willing  to  turn  it  over  without  the  consent 
oi  the  shareholders'  committee,  and  they  were  not  willing  to  turn  it 
over  without  an  order  of  court  defining  the  agreement.  A  petition 
was  filed  by  the  receiver  settin;^  form  his  understanding  of  the 
objects  and  the  terms  on  which  this  stock  was  to  be  held,  which  were 
as  follows 

The  Chairman.  Are  you  about  to  read  now  the  understanding 
with  regard  to  the  nature  of  the  agreement? 

Mr.  Buchanan.  Yes^  sir;  that  is  the  very  thing. 

Mr.  Jones.  Mr.  Chairman,  that  proceeding  that  he  is  now  going 
to  read  was  only  a  petition  on  the  part  of  Strawn,  the  receiver,  to  get 
permission  of  the  Thompson  receivers 

The  Chairman.  I  know ;  but  if  it  sets  out  this  agreement,  let  us 
see  what  it  is. 

Mr.  Buchanan  (reading) : 

Tliat  the  defendant  In  the  ahove-entitled  case  is  indehted  to  said  First  Na- 
tional Bank,  of  Uniontown,  Pa.,  in  a  large  sum  of  money;  that  pursuant  to 
an  agreement  previously  made  between  the  Comptroller  of  the  Currency  of 
the  United  States,  John  Skelton  Williams,  and  said  J.  V.  Thompson,  the 
latter,  on  October  29,  1914,  assigjned,  transferred,  and  delivered  to  William  F. 
McC<»mbs,  Frederick  R.  Ryan,  and  Alexander  Gordon,  of  New  York  City,  State 
of  New  York,  partners  doinp  business  as  McCombs,  Ryan  &  Gordon,  certificate 
number  4  for  3,000  shares  of  the  capital  stock  of  the  Liberty  Coal  Company,  a 
West  Virginia  corporation,  in  the  name  of  said  J.  V.  Thompson,  and  duly 
indorsed  in  blank  by  him,  and  also  certificate  number  3  for  7,000  shares  of  the 
capital  stock  of  the  Wetzel  Coal  and  Coke  Company,  a  like  corporation,  in  the 
name  of  said  J.  V.  Thompson,  and  duly  indorsed  by  him,  for  the  purpose 
(first)  of  securing  payment  of  all  indebtedness  of  lliompson  to  the  First 
National  Bank,  of  Uniontown,  Pa.;  (second)  of  securing  and  protecting  all 
depositors  of  said  First  National  Bank,  of  Uniontown,  Pa.,  from  loss;  and 
(third)  of  securing  payment  of  notes  of  Thompson  held  by  other  national 
banks;  that  the  indebtedness  for  which  said  stock  was  pledged  as  aforesaid 
was  never  fully  paid;  that  for  the  more  convenient  and  effectual  administra- 
tion of  the  trust  aforesaid,  said  Thompson,  said  McCombs,  Ryan  &  Gordon,  and 
said  comptroller  have  agreed,  subject  to  the  consent  of  the  receivers  appointed 
by  your  honorable  court  in  the  above-entitled  case,  that  said  certificates  of 
stock  shall  be  delivered  by  McCombs,  Ryan  A  Gordon  to  John  Skelton  Wil- 
liams, Comptroller  of  Currency,  to  be  held  by  the  latter  in  tcwat  toe  XJoa  \>\«- 
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pofles  nfitrcHiiid,  it  being  umlerHtiKxl  that  in  order  to  give  said  ThompeoD  • 
reniionable  opportunity  to  rendjuat  and  rehabilitate  hlA  financial  aAairs,  said 
8toek8  shall  not  Im'  sold.  asRifrned,  traniiferreil,  or  otherwise  disposed  of  by 
said  comptroller  i»rlor  to  March  1.  1016,  and  after  the  expiration  of  said  period, 
and  only  when  and  in  such  manner  as  may  be  agreed  upon  by  said  counsel  or 
his  legal  representatives  an<l  said  comptroller,  and  in  default  of  such  agtce 
ment  when  and  in  such  manner  as  may  be  determined  by  a  court  of  cvimpil^t 
jurisdiction.  . , 

That  is  tlie  petition. 

The  Chairman.  Now,  Mr.  Jones,  what  have  you  to  say  to  that 
stat^ent  of  the  agreement? 

Mr.  Jones.  My  suggestion  to  the  chairman  is  this,  of  course,  that 
the  order  of  court  was  made,  as  I  said,  on  petition  of  Strawn  to  get 
Thompson  receivers  authority  to  have  McCombs,  Ryan  A  Goroon 
turn  the  stock  over  to  the  comptroller.  It  simply  recites  there  that 
this  stock  was  hypothecated  or  left  with  those  attorneys  to  pay  all  of 
Mr.  Thompson's  indebtedness.  The  agreement  as  to  the  kmcl  of  in- 
debtedness of  Mr.  Thompson  that  was  to  be  paid  had  long  been 
entered  into  between  Thompson  and  Williams. 

The  Chairman.  That  states  the  order  of  obligation,  does  it  not« 
accurately  ? 

Mr.  Jones.  Oh,  yes;  it  states  the  order;  but  the  only  point,  Mr* 
Chairman,  is  this :  The  word  "  all,"  as  Mr.  Buchanan  says,  was  the 
word  that  was  to  be  construed ;  and  what  they  have  been  attempting 
to  do  is  to  get  Mr.  Williams  to  tell  us  the  terms  of  the  agreement  so 
we  would  understand  that  the  word  "  all "  in  the  order  of  the  court 
embraces  Mr.  Thompson's  direct  and  indirect  indebtedness.  If  you 
will  ask  Mr.  Williams  whether  or  not 

The  Chairman.  Wait  a  minute. 

You  had  this  conversation  with  him  in  Mr.  Williams's  presence? 

Mr.  Buchanan.  Yes,  sir. 

The  Chairman.  I  suppose  Mr.  Jones  stated  it  to  you  as  he  stated 
it  to  me  just  now? 

Mr.  Buchanan.  The  statement  that  Mr.  Jones  wanted  was 

The  Chairman.  He  wanted  Mr.  Williams  to  state 

Mr.  Buchanan.  He  wanted  Mr.  Williams  to  state  that  the  inten- 
tion was  that  the  word  "  all "  should  include  the  indirect  as  well  as 
the  direct  indebtedness. 

Mr.  Jones.  Not  the  intention,  but  that  the  agreement  was  that 
the  word  "  all  "  included  direct  and  indirect  indebtedness. 

Mr.  Buchanan.  Your  word  was  "  intention  " ;  what  the  intention 
was. 

The  Chairman.  You  agreed  with  him,  as  far  as  that  goes?  Call 
it  the  intention  if  you  wish. 

Mr.  Buchanan.  Yes. 

The  Chairman.  And  Mr.  Jones  wanted  Mr.  Williams  to  put  that 
in  writing  and  Mr.  Williams  declined  ? 

Mr.  Buchanan.  Mr.  Williams  referred  it  to  me,  and  I  said,  "  The 
construction  of  that  paper  is  before  the  court.  I  have  no  objection  to 
stating  to  you  personally  my  view,  as  a  lawyer,  that  the  word  '  all ' 
means  all  and  would  include  all  the  indebtedness  that  can  be  shown 
that  Mr.  Thompson  owes  the  bank;  but  I  do  not  care  to  ^ve  a  letter 
to  the  court  or  put  Mr.  Williams  in  the  attitude  of  giving  a  letter 
to  the  court  saying  how  that  paper  should  be  construed." 
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The  Chairman.  I  would  like  to  get  this  clear  in  my  own  mind. 
Mr.  Jones  insisted  that  it  was  understood  prior  to  this  time,  distinctly 
understood,  that  the  word  "  all "  meant  the  direct  and  indirect  in- 
debtedness  

Mr.  JoMES.  That  the  word  "  all "  meant  both  Mr.  Thompson's  in- 
debtedness to  the  bank  and  his  direct  and  indirect  indebtedness 

The  Chairman.  The  direct  and  indirect  indebtedness;  yes. 

Mr.  Jones.  That  is  the  paper  that  Thompson  was  on  personally 
and  the  paper  that  Mr.  Williams  had  required  Mr.  Thompson  to  get 
his  friends  to  sign  substituting  for  Mr.  Thompson's  paper. 

The  Chairman.  That  was  the  dispute. 

Mr.  Jones.  That  was  the  dispute. 

The  Chairman.  That  is  what  the  dispute  was  about? 

Mr.  Jones.  Yes,  sir;  and  I  asked  Mr.  Williams  and  Mr.  Buchanan 
to  simply  assure  me  as  to  what  the  terms  of  the  original  contract  be- 
tween Mr.  Williams  and  Mr.  Thompson  were. 

Mr.  Buchanan.  It  is  agreed  by  all  parties  what  that  contract  was. 
Let  me  read  a  minute : 

For  answer  to  the  petition  of  John  H.  Strawn,  receiver  of  the  First  National 
Bank  of  Uniontown,  Pa.,  I  say  that  I  have  read  the  said  petition  and  find  the 
statements  therein  contained  to  be  true  and  correct  and  I  join  In  the  prayer  of 
said  petition  and  consent  that  the  3,000  shares  of  the  capital  stock  of  the 
Liberty  Coal  Company  and  the  7,000  shares  of  the  capital  stock  of  the  Wetzel 
Coal  &  Coke  Company  may  be  delivered  to  John  Skelton  Williams,  Comptroller 
of  the  Currency,  to  be  held  by  him  in  trust  as  in  said  petition  set  forth. 

That  is  signed  by  Mr.  J.  V.  Thompson. 

The  Chairman.  Let  us  hear  what  Mr.  Jones  has  to  say. 

Mr.  Jones.  It  goes  back  to  the  proposition,  Did  "  all "  mean  Mr. 
Thompson's  personal  obligations  in  the  bank  and  to  include  notes 
that  Mr.  Williams  had  made  Mr.  Thompson  get  from  his  friends  to 
put  in  in  order  to  lift  Mr.  Thompson's  own  paper  from  the  bank? 

Mr.  Buchanan.  I  wish  further  to  read  Mr.  Thompson's  statement 
to  Mr.  William  F.  McCombs,  Frederick  R.  I^an,  and  Alexander 
Gordon  : 

I,  Josiah  V.  Thompson,  hereby  consent  and  agree  that  you  transfer  and  de- 
Hver  certificate  No.  4  for  3,000  shares  of  the  capital  stocli  of  the  Liberty  Coal 
Company,  a  West  Virginia  corporation,  in  my  name  and  duly  endorsed  in  blank 
by  me,  and  also  certificate  No.  3  for  7,000  shares  of  the  capital  stock  of  the 
Wet7iel  Coal  &  Coke  Company,  a  like  corporation,  in  my  name,  and  duly  endorsed 
In  blank  by  me,  to  John  Skelton  WlUiams,  Comptroller  of  tlie  Currency  of  the 
United  States,  to  be  held  by  him  for  the  purposes  and  upon  the  terms  specified 
In  a  decree  entered  by  the  court  of  common  pleas  of  Fayette  County,  Pennsyl- 
vania, sitting  in  equity,  number  744,  May  29,  1915,  in  an  action  wherein  David 
L.  Burr  and  Fuller  Hogsett  are  plaintlfte  and  I  am  defendant,  a  certified  copy 
of  which  is  hereto  attached, 

• 

The  Chairman.  I  understand  the  situation. 

Mr.  WitiiiAMS.  May  I  say  just  one  word? 

The  agreement  at  the  start  was  indefinite.  Mr.  Thompson  came  to 
the  comptroller's  office  and  said  that  he  would  deposit  as  security  for 
his  indebtedness  to  that  bank  certain  coal  stocks  or  coal  securities. 
At  that  time  there  was  no  definite  and  concrete  agreement  entered 
into  because  we  did  not  exactly  know  the  form  in  which  these  coal 
shares  would  be  submitted  or  presented.  My  recollection  is  that  we 
had  to  organize  two  or  three  corporations  for  the  purpose  of  taking 
over  certain  coal  properties  and  then  present  the  shares.  When  the 
shares  were  deposited  with  his  counsel,  then  the  comptroller's  offi^<^ 


524  NOMINATION  OF  JOHN  SKBLTON  WILLUKS. 

took  up  with  him  the  question  of  getting  possession  of  the  shares  and 
entering  into  a  definite  agreement. 

The  Chairman.  I  understand  that  is  your  position. 

Mr.  Jones.  Did  you  ever  enter  into  a  definite  agreement  with  Mr, 
Thompson? 

Mr.  WnjLiAMS.  Mr.  Chairman  and  gentlemen,  the  agreement  which, 
as  I  understand  it,  was  accepted  by  Mr.  Thompson^  attomejrs  has 
been  read  by  Gov.  Buchanan,  and  that  is  the  agreement  under  which 
stock  was  to  be  dealt  with  by  the  comptroller's  ofiice.  The  comp- 
troller's office  submitted  the  question  as  to  how  these  proceeds  should 
be  applied  and  submitted  to  the  court  the  question  as  to  when  it  was 
to  be  sold  and  how  it  was  to  be  secured. 

The  Chairman.  Do  you  want  to  go  on  this  afternoon? 

Mr.  WnjLiAMs.  I  would  like  to,  ^nator. 

The  Chairman.  The  committee  will  take  a  recess  until  2  o'clock 
this  afternoon. 

(Whereupon,  at  1  o'clock  p.  m.,  a  recess  was  taken  until  2.30  p.  m.) 

AFTERNOON  SESSION. 

The  committee  reconvened  at  the  expiration  of  the  recess  at  2.30 
o'clock  p.  m. 

ADDITIONAL  STATEHEITT  OF  HB.  A.  £.  JONES,  OF  mnONTOWH,  PA. 

Mr.  Jones.  Mr.  Chairman,  may  I  be  indulged  just  a  moment  on 
account  of  the  fact  that  I  have  been  away  all  week  and  want  to  go 
home? 

The  Chairman.  Very  well. 

Mr.  Jones.  In  reply  to  Mr.  Williams's  statement  that  I  am  some 
sort  of  a  slanderer,  I  want  to  say  that  in  his  saying  that  he  simply 
puts  me  in  the  same  class  that  he  put  all  of  the  other  gentlemen  that 
have  made  statements  against  his  administration  of  the  office  of 
Comptroller  of  the  Curreilcv. 

The  order  of  the  court  ot  common  pleas  of  Fayette  County,  May 
29,  1915,  using  the  word  "  all "  in  the  proceeding  to  get  permission 
of  Thompson's  receivers  to  the  transfer  of  the  stock  from  the  New 
York  lawyers  to  Mr.  Williams,  as  comptroller,  can  not  be  used  by 
the  comptroller  as  the  agreement  between  him  and  Thompson,  be- 
cause the  agreement  or  understanding  of  Thompson  with  the  comp- 
troller w^as  made  prior  to  October  14,  1914,  some  three  years  before. 

The  petition  in  that  proceeding  to  get  permission  of  Thompson's 
receivers  to  agree  to  the  transfer  of  the  stock  from  the  New  York 
lawyers  to  Williams  could  not,  there  was  no  necessity  for  it  to,  deHne 
the  terms  of  the  agreement  which  had  been  made  l)etween  these  two 
men  years  before.  At  that  time  the  rights  of  my  clients,  as  well  as 
the  beneficiaries  of  this  hypothecated  stock,  were  all  fixed  and  deter- 
mined as  much  as  three  years  before  that  date. 

Mr.  Buchanan  stated  to  me  months  ago  that  the  agi'eement  be- 
tween Thompson  and  Williams  provided  that  this  stock  was  to  se- 
cure both  Thompson's  direct  and  indirect  indebtedness.  He  stated 
to  me  on  July  11,  1919,  in  Williams's  presence,  in  Mr.  Williams's 
office  in  Washington,  D.  C,  that  that  was  his  understanding  of  the 
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agreement.  As  I  said,  I  then  asked  Mr.  Williams,  in  Mr.  Buchanan's 
presence,  immediately  after  Mr.  Buchanan  had  made  that  statement 
in  his  hearing,  if  he,  Williams,  would  not  write  me  a  letter  to  that 
effect ;  and  he  refused  to  do  so.  He  now  dodges  the  issue  by  evading 
direct  answers  of  your  chairman's  questions  as  to  the  terms  of  that 
agreement.  He  knows  what  the  original  agreement  was,  and  should 
be  made  to  answer  your  chairman's  questions,  and  thus  indicate  his 
fitness  to  fill  the  great  office  to  which  he  has  been  appointed. 

The  Chairman.  As  I  understand  you,  your  clients  are  not  com- 
mitted in  any  ^vay  to  the  statement  of  the  agreement  as  read  by  Mr. 
Buchanan  ? 

Mr.  Jones.  They  were  not.  Their  rights  were  fixed  years  before 
that. 

The  Chairman.  But  they  have  subsequently  been  committed  in  no 
w  ay  to  that  statement  ? 

Mr.  Jones.  Absolutely  not  in  any  way,  shape,  or  form.  What  Mr. 
Buchanan  read  was  simply  a  petition  of  Mr.  Strawn  to  our  local 
court,  the  court  of  common  pleas,  which  had  appointed  receivers  for 
Mr.  Thompson,  to  get  Mr.  Thompson's  receivers  to  consent  to  the 
transfer  of  the  stock  from  the  New  York  lawyers  to  Mr.  Williams. 

The  Chairman.  But  Mr.  Thompson  was  committed  to  that  agree- 
ment? 

Mr.  Jones.  All  Mr.  Thompson  agreed  was  that  the  stock  be 
transferred  from  the  attorneys  to  Mr.  Williams,  according  to  the 
terms  of  the  petition. 

The  Chairman.  He  was  bound  by  this  statement  of  this  agree- 
ment which  was  read  this  morning? 

Mr.  Jones.  My  opinion  is,  Mr.  Chairman^  that  no  one  is  bound. 

The  Chairman.  In  the  proceedings,  who  was  represented  and  who 
was  bound? 

Mr.  Jones.  The  receiver  of  the  bank  representing  the  comptroller 
would  be  bound  by  it,  we  will  say — that  is,  he  was  a  party  to  it.  Mr. 
Thompson's  trustees  were  parties  to  it,  and  Mr.  Thompson  personally 
was  a  party  to  it. 

The  Chairman.  Then  Mr.  Thompson's  trustees,  of  course,  repre- 
sented the  then  depository  of  the  stock  ? 

Mr.  Jones.  No.  Mr.  Thompson's  trustees  were  appointed  by  our 
local  court  to  conserve  the  Thompson  estate,  and  it  was  in  an  equity 

Proceeding,  a  very  extraordinary  one,  and  the  Supreme  Court  of 
Pennsylvania  decided  that  the  appointment  of  those  receivers  was 
void,  because  there  was  no  authority  in  the  court  to  make  the  appoint- 
ment. 

The  Chairman.  What  I  want  to  get  at  was  just  who  was  com- 
mitted by  this  agreement  as  it  was  reduced  to  writing  and  read  this 
morning,  and  I  think  I  understand  you  now. 

Mr.  Jones.  Nobody  but  Mr.  Thompson  and  his  receivers.  But,  as 
I  was  going  to  state,  the  proceeding  by  which  those  trustees  were 
appointed  was  null  and  void,  and  all  the  acts  of  the  receivers,  of 
course,  were  void,  and  in  that  sense  nobody  was  committed  bv  that 
proceeding.  Our  contention  is,  of  course — and  even  Thompson's  con- 
tention will  be,  no  doubt — that  that  petition  and  order  oi  court  was 
simply  one  step  in  the  transfer  of  this  stock  from  the  New  York 
attorneys  to  Mr.  Williams  and  did  not  embrace  the  terms  of  the 
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agreement  and  enn  not  now  be  held  by  the  compti'oller  or  any  person 
to  SO  contain  the  terms  of  the  agi'eenicnt. 
The  Chairman.  I  think  I  undci*stand  you. 

ADBinOHAL  STATEMENT  OF  HON.  JOHN  SEELTCN 


Mr.  Williams.  Mr.  Chairman,  before  this  witness  leaves  the  room, 
as  I  understand  he  expects  to  do  soon,  would  it  be  proper  for  me  to 
call  attention  to  the  fact  that  he  has  made  these  very  grave  char^ 
or  insinuations  against  me,  implying  improper  motives  in  my  oflBcial 
acts  with  respect  to  the  transfer  of  that  stock,  without  presenting  one 
scintilla  of  evidence  to  prove  them? 

The  Chairman.  You  understand,  Mr.  Comptroller,  that  Mr.  Jones 

05  a  lawyer  undeitook  this  morning  to  state  what  he  intended  to 
prove.  That,  of  course,  he  would  have  a  right  to  do.  Unless  those 
mferences  or  deductions  are  established  by  facts  which  he  presents, 
of  course  they  have  no  weight  with  the  committee. 

Mr.  Williams.  I  want  to  call  attention  to  the  injury  that  is  done 
to  a  public  official  in  giving  expression  to  those  mischievous  and  false 
charges,  which  are  sent  broadcast  about  the  country,  without  the 
slightest  corroboration  or  support  of  any  sort. 

Mr.  Chainnan  and  gentlemen,  I  will  take  up  seriatim  a  few  of  the 
statements  which  have  Ijeen  nmde  by  this  witness. 

In  opening  his  dissertation  he  charged  that  I  had  made  one  Hinck- 
ley, an  officer  of  the  First  National  Bank  of  Uniontown,  withdraw 
some  $250,000  of  deposits  and  thereby  protect  himself  prior  to  the 
failui*e  of  the  bank.  Evidence  already  submitted  to  the  committee, 
if  I  may  be  privileged  to  remind  you,  has  already  shown  the  fallacy 
of  that  charge.  Sherrill  Smith,  now  chief  national  bank  examiner 
in  New  York,  who  was  the  fii*st  receiver  of  this  bank,  and  who  was 
the  examiner  prior  to  the  time  that  he  became  I'eceiver,  has  explained 
that  Hackney  had  had  on  deposit  with  this  bank  some  $200,000  or 
$250,000,  for  which  he  had  obtained  certificates  of  deposit,  and  upon 
which  certificates  of  deposit  he  was  collecting  interest  at  the  rate  of 

6  per  cent  per  annum. 

The  examiner  iK)inted  out  that  that  money  was  nothing  but  bor- 
rowed money,  money  bori*owed  by  the  bank  at  6  per  cent  from 
Hackey  on  a  subterfuge  in  the  shape  of  a  certificate  of  deposit,  and 
that  it  should  be  reported  in  the  statement  of  condition,  if  the  state- 
ment was  made  out  in  good  faith,  as  borrowed  money,  and  not  as  a 
deposit;  and  the  action  of  the  examiner  simply  relate<l  to  the  form 
in  which  the  liability  should  be  carried,  whether  it  should  be  car- 
ried as  a  liabilitv  in  the  shape  of  a  deposit  or  whether  it  should  be 
carried  as  a  lial)ility  for  borrowed  money.  It  was  deceiving  to 
the  public  to  put  that  amount  there  and  carry  it  as  a  deposit  when 
it  was  nothing  but  a  loan  liabilitv  in  the  judgment  of  the  examiner 
and  the  comptroller's  office.  That,  so  far  as  I  know,  is  (the  only 
basis  whatsoever  for  the  charge  or  siiggestion  that  an  opportunity 
was  given  to  an  officer  of  the  bank  to  protect  himself  and  withdraw 
funds  ahead  of  other  depositors. 

In  his  testimony  this  afternoon  this  witness  repeaUHlly  stated  that 
I  had  requiretl  Thompson  to  get  dummy  notes  and  filled  his  bank 
with  dummy  notes  in  exchange  for  Thoini>son's  own  dire^'t  obliga- 
tions to  the  bank.  That  statement  is  wholly  untrue.  When  the 
comptroller's  office  and  the  examiners  ascertained  that  Thompson 
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was  borrowing  from  the  bank  of  which  he  was  president  an  amount 
approximately;  ten  times  its  capital  ^tock,  they  :were  naturally 
alarmed  for  the  safety  of  the  bank's  deposits,  and  they  insisted  that 
he  should  reduce  his  mdejbtedness;  that  he  should  pay  these  various 
loans,  loans  composed  partly  of  direct  obligations  of  his  and  partly 
loans  bearing  his  indorsement^  and  that  they  must  be  gotten  out 
and  reduced  to  the  lawful  limit.  The  examiners  were  earnest  and 
vigilant  in  endeavoring  to  have  that  done ;  and,  speaking  without  the 
reports  before  me,  my  recollection  is  that  at  the  time  the  bank  finally 
collapsed — a  bank  with  over  three  millions  of  dollars  of  liabilities, 
halving  in  its  cash  at  the  time  of  its  suspension,  as  I  recall,  about 
fifteen  or  eighteen  hundred  dollars — Thompson's  apparent  obliga- 
tions to  the  bank  at  that  time,  as  stated  by  him  and  sworn  to,  if  L 
remember  correctly,  in  the  last  report  of  condition,  were  about 
$200,000. 

Now,  this  witness  comes  before  you  and  declares  that  there  were 
other  obligations  by  Thompson  in  the  bank  in  the  shape  of  dummy 
loans,  or  loans  for  various  individuals.  He  says  he  was  borrowing 
money  from  man,  woman,  and  child,  I  think,  to  use  his  own  expres- 
sion, in  and  about  Uniontown — ^people  whom  he  had  gotten  to  sign 
notes,  and  which  he  had  then  put  into  the  bank.  But  I  want  to  ob- 
serve that  that,  if  done  at  all,  was  done  against  the  protest  of  the 
examiners.  Tlie  examiners  did  not  know,  as  far  as  I  am  informed, 
that  when  Thompson  was  advising  the  comptroller's  oflice  that  he 
was  paying  off  his  loans,  and  swearing  to  it,  he  was  simply  substi- 
tuting the  notes  of  irresponsible  makers  for  his  own  obligations,  and 
he  was  responsible  for  those  loans  so  substituted,  as  this  witness  now 
informs  you  was  the  case.  As  to  whether  that  is  true  and  whether 
Thompson  was  responsible  for  those  $700,000  of  dummy  loans,  I  am 
not  passing  upon  at  this  time,  and  passing  no  opinion  as  to  what  his 
liability  was  or  may  be  upon  those  $700,000  of  loans,  or  any  portion 
of  tliem.  But  please  unaerstand  that  those  are  the  loans  which  he 
says  the  comptroller's  oflSce  required  Thompson  to  put  into  the 
bank — a  whoUy  unwarranted  statement. 

He  complains  very  bitterly  that  the  national-bank  examiners  in- 
jured Thompson's  credit  prior  to  the  suspension  of  the  bank  by  warn- 
ing or  admonishing  the  national  banks  in  Pennsylvania  in  regard  to 
Thompson's  paper.  Ah,  Mr.  Chairman  and  gentlemen,  I  respect- 
fully submit  that  an  examiner  in  Pennsylvania  in  those  days  would 
not  have  been  fit  for  his  job  if  he  had  not  warned  and  admonished 
the  national  banks  against  overloading  with  paper  of  J.  V.  Thompson 
with  the  knowledge  which  they  had  of  his  financial  condition.  This 
witness  has  told  you  himself  that  this  man  was  borrowing  money 
right  and  left,  wherever  he  could,  and  paying  commissions  of  5,  10, 
15,  20,  or  30  per  cent.  He  has  also  told  you  that  he  was  borrowing 
$35,000,000  at  the  time  of  his  collapse.  His  unsatisfactory  financial 
condition  was  notorious.  His  insolvency,  or  possible  insolvency,  or 
probable  insolvency,  was  a  matter  that  was  being  discussed  generally 
among  banks,  that  the  banks  were  all  overloaded  with  $35,000,000  of 
Thompson's  paper — State  banks,  national  banks,  men,  women,  and 
children,  as  he  has  expressed  it,  in  Uniontown:  everybody  from 
whom  he  could  borrow  money  he  was  getting  money  from,  and  tiding 
himself  along  in  that  way.    Is  it  conceivable  that  a  national-bank. 
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examiner,  finding  a  bank  overloaded  with  Thompson's  paper,  wonld 
not  admonish  them  against  it? 

But  I  want  to  make  this  very  clear  that  whatever  admonitions  or 
warnings  were  given  by  the  national-bank  examiners  in  regard  to 
paper  which  they  found  in  that  bank  were  given  in  the  performance 
of  their  duty  and  with  due  regard  to  the  protection,  30  far  as  they 
could  protect  them,  of  the  makers  of  that  paper. 

I  was  deeply  concerned  over  the  conditions,  and  required  Thomp- 
son to  come  down  to  Washington  upon  several  different  occasions 
to  discuss  the  situation  of  this  bank,  which  was  giving  me  great  con- 
cern, and  I  was  fortunate  in  being  able  to  require  nim  to  provide 
that  he  should  put  up  additional  security  to  protect  whatever  obliga- 
tions it  might  be  found  he  owed  to  the  First  National  Bank  of  Union- 
town  and  to  other  national  banks  that  were  loaded  up  with  his 
paper,  as  was  eventually  done.  I  call  your  attention  to  the  fact  that 
owing  to  the  unceasing  vigilance  and  efficient  work  of  the  examiners 
in  the  comptroller's  office  and  the  receiver  of  this  bank,  all  of  the 
depositors  of  that  bank  have  been  paid  in  full,  while  this  witness 
here  has  told  you  that  Thompson's  unsecured  debts  of  about  twelve 
millions,  as  he  estimates  them,  will  probably  be  paid  at  15  cents  on 
the  dollar,  or  probably  20  or  30  cents  on  the  dollar.  Nobody  knows 
what  they  will  get. 

I  think  that  so  far  from  this  incident  being  a  reflection  upon  tlie 
office  of  the  Comptroller  of  the  Currency,  it  is  greatly  to  its  credit 
that  this  bank,  which  appeared  to  be  so  hopelessly  insolvent,  with 
three  and  a  half  millions  of  liabilities  at  the  time  of  its  failure,  con- 
gested paper — and  this  witness  says  a  million  of  it,  or  thereabouts, 
was  paper  owing  by  Thompson,  this  hopeless  bankrupt,  and  by  his 
dummies — that  that  bank  has  been  able  to  collect  enough  money  to 
pay  its  depositors  in  full — a  hundred  cents  on  the  dollar  and  interest-. 

Mr.  Chairman  and  gentlemen,  this  witneiss,  Mr.  Jones,  in  his  open- 
ing statement  to  this  committee  reported  calling  at  the  comptroller's 
office  on  the  11th  of  July,  or  thereabouts,  and  he  says  that  the  greater 
portion  of  the  time  of  that  interview,  which  was  not  very  extended, 
was  taken  up  in  endeavoring  to  explain  to  me  or  to  assure  me  whom 
he  represented,  if  he  represented  anybody.  I  must  say  that  up  to  this 
time  I  am  not  assured  that  Mr.  Jones  either  represents  anybody 
or  at  that  time  represented  anybody.  He  has  given  us  no  written 
evidence  of  it.  I  understand  that  it  is  probable  that  when  he  sought 
to  intervene  in  the  suit  at  Pittsburgh  he  had  powers  of  attorney  from 
the  stockholders,  or  a  considerable  number  of  them,  of  the  Uniontown 
Bank,  to  represent  them  for  that  particular  purpose.  But  my  infor- 
mation is  that  since  that  motion  was  made  tho^se  stockholders  have 
slipped  away,  as  far  as  he  is  concerned,  and  that  they  are  no  longer 
his  clients,  or  at  least  quite  a  number  of  thorn  ar(»  not.  Tn  fact.  I 
think  he  admitted,  in  response  to  inquiries  addressed  to  him  by  me  on 
the  occasion  of  his  visit  to  my  office,  that  he  no  longer  represented  the 
largest  stockholders,  whom  he  claimed  to  have  represented  in  the 
matter  of  the  motion  in  the  Pittsburgh  court:  and  when  we  tried  to 
find  out  whom  he  did  represent,  my  recollection  is  that  he  was  able 
to  show  less  than  75  shares  which  he  then  claimed  he  partly  repre- 
sented, and  T  am  informed  indirectly  that  some  of  those  stockholders 
have  denied  that  they  have  given  Mr.  Jones  the  right  to  i^epresent 
Ihom. 
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A  few  moments  ago,  in  his  statement  to  the  committee,  I  under- 
stood Mr.  Jones  to  claim  that  that  court  order  setting  forth  the 
terms  or  purposes  of  that  agreement  bound  no  one ;  that  it  was  not 
binding  upon  anyone.  I  do  not  know  how  he  reaches  that  conclusion 
or  attempts  to  justify  the  statement.  I  think  that  it  has  been  shown 
that  that  was  signed  and  agreed  to  both  by  Mr.  Thompson  himself, 
by  his  trustees  or  receivers,  on  the  one  part  representing  the  deposit 
of  the  stock  and  the  equitable  ownership  of  it,  and  by  the  receivers 
and  tile  comptroller's  of&ce,  to  whom  those  certificates  were  turned 
oVer  for  the  benefit  of  the  creditors.  Who  else  were  concerned? 
Thompson  turns  that  over  for  the  protection  of  the  creditors  of 
Thompson,  and  especially  the  depositors  of  the  First  National  Bank. 
It  was  presumably  his  stock  when  he  deposited  it.  The  court  order 
sets  forth  the  terms  under  which  it  was  to  be  held  by  the  comptroller 
in  trust.  This  court  order  provides  how  the  proceeds  shall  be  applied 
and  the  stock  shall  be  sola.  There  was  an  agreement  between  the 
parties  in  interest,  between  Mr.  Thompson,  who  deposited  the  stock, 
and  tlie  trustee  or  depositary  with  whom  it  was  pledged  for  the  bene- 
fit of  certain  creditors. 

The  Chairman.  I  do  not  know  but  what  ultimately  the  outside 
shareholders  might  have  an  interest. 

Mr.  Williams.  Outside  what? 

The  Chairman.  His  clients  might  have  an  interest. 

Mr.  Williams.  You  mean  Thompson's  creditors? 

The  Chairman.  The  outside  shareholders  of  the  bank. 

Mr.  Williams.  How,  Mr.  Chairman?  I  understand  how  his  cred- 
itors would  have  an  interest,  but  how  would  the  outside  shareholders 
have  an  interest? 

The  Chairman.  In  any  final  settlement  of  the  affairs  of  the  bank 
they  might  not  have  any  interest  but  there  might  have  been  some- 
thing coming  to  them. 

Mr.  Williams.  You  mean  the  shareholders? 

The  Chairman.  Yes. 

Mr.  Williams.  But  as  I  understand  it,  Mr.  Chairman,  that  stock 
was  deposited  for  the  benefit  of  the  creditors  of  the  bank  and  certain 
other  creditors  whose  interests  were  set  forth  in  the  court  order. 
There  wore  national  banks  whose  claims,  as  I  understand  it  from 
that  order,  would  be  satisfied  before  the  other  shareholders  of  that 
bank. 

The  Chairman.  Oh,  yes. 

Mr.  WiiJLiAMS.  Here  are  the  express  provisions :  The  stock  was  de- 
posited to  be  held  by  the  said  Williams  for  the  purpose,  first, of  secur- 
ing payment  of  all  indebtedness  of  Thompson  to  the  First  National 
Bank  of  Uniontown,  Pa. ;  second,  of  securing  and  protecting  all 
depositors  of  said  First  National  Bank  of  Uniontown,  ^a.,  from  loss; 
and  third,  of  securing  the  payment  of  notes  of  Thompson  held  by 
other  national  banks. 

The  comptroller's  office  was  deeply  concerned,  Mr.  Chairman  and 
gentlemen,  in  protecting  the  Thompson  creditors  in  the  other  na- 
tional banks,  as  well  as  in  the  First  National  Bank  of  Uniontown, 
and  it  seems  hardly  reasonable,  with  this  agreement  staring  us  in 
the  face,  to  claim  that  the  proceeds  of  those  coal  shares  should  be 
used  to  pay  a  thousand  dollars  a  share,  or  whatever  it  is  he  claims, 
to  the  shareholders  of  the  First  National  Bank  of  Uniontown  wVv^w 
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the  Thompson  creditors  and  other  national  banks  are  entirely  un- 
satisfied. 

Those  provisions  of  tlie  trust  agreement  are  made  ^  with  the 
understanding,  however,  that  the  said  stock  shall  not  be  sold,  a^ 
signed,  transferred,  converted,  or  otherwise  disposed  of  by  the  said 
comptroller  prior  to  March,  1916." 

The  Chairman.  Just  why,  then,  did  you  object  to  gi\'infr  hini  a 
written  statemmt  to  the  effect  that  the  word  ^'  all "  meant  the  direct 
and  indirect  debts? 

Mr.  Williams.  I  did  not  think  I  should  give  him  any  statement 
I  thought  it  was  a  matter  wliich  had  been  committed  to  the  court, 
and  upon  which  the  court  should  pass  judgment. 

Mr.  JoMKS.  Mr.  CShairman,  may  I  suggest  one  Question  ?  Will  yon 
ask  Mr.  Williams  in  what  court  this  matter  has  been  submitted!  I 
would  like  to  know. 

The  Chairman.  You  may  answer,  Mr.  Williams. 

Mr.  Williams.  May  counsel  answer! 

The  Chairman.  Certainly. 

Mr.  Buchanan.  In  the  district  court  of  the  western  district  of 
Pennsylvania. 

Mr.  Jones.  In  that  equity  case,  Mr.  Chairman,  they  would  not 
allow  them  to  offer  any  evidence  to  show  what  the  word  "alP 
meant. 

Mr.  Buchanan.  That  was  with  the  court.  We  had  nothing  to  do 
with  that. 

The  Chairman.  Let  us  proceed. 

Mr.  Williams.  The  court  order  proceeds: 

That  the  said  stocks  shall  not  bo  sold,  assigned,  transferred,  converted,  or 
otherwise  disposed  of  by  said  comptroller  prior  to  March  1,  1916,  and,  after 
the  expinition  of  said  i^eriod.  only  when  and  in  vsuch  manner  as  may  be  agreed 
upon  by  said  Thoniixson,  or  his  lepal  representatives,  and  wiid  comptroller, 
and  in  default  of  such  agreement,  when  and  in  such  manner  as  may  be  deter- 
mined by  a  court  of  com!K?tent  jurisdicticm,  and  that  said  Thompson,  or  his 
legal  representatives,  shall  have  the  right  to  re<leem  said  stocks  at  any  time 
in  the  interim  on  the  payment  of  a  sum  not  exceeding  seven  hundred  and  fifty 
thousand  ($750,000)  dolhirs. 

(Signed)  J.  Q.  Van  Sweariwgkn, 

Presidmt  Judpe, 

As  far  as  I  know — I  am  speaking  without  information  from 
counsel  at  the  moment  on  this  point — ^Thompson  could  presumably 
still  redeem  those  st.(K'ks  if  he  has  the  money.  I  do  not  know  whether 
there  has  been  any  agreement  entered  into  which  would  prevent 
that,  but  unless  there  has  ho  can  still  put  up  his  $750,000  to  protect 
these  trusts  and  get  his  shares. 

The  ("hairman.  Is  the  stock  worth  that  now? 

Mr.  Williams.  I  do  not  know  what  it  is  worth,  Mr.  Chairman. 
This  witness  has  claimed  that  it  was  worth  from  one  to  two  million 
dollars.  Mr.  Thompson  has  always  had  that  j)rivilege  of  protecting 
himself,  as  far  as  I  know. 

Mr.  Chairman,  I  would  like  to  reserve  the  right  to  answer  ffny 
further  statements  which  may  have  been  made  by  this  witness  after  I 
shall  have  the  opportunity  o5f  I'eading  his  testimony.  But  I  shall  be 
pleased  to  answer  any  questions  you  may  see  proper  to  ask  at  this 
time. 

The  Chairman.  I  think  we  will  pass  on  to  some  other  matter. 
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Mr.  Williams.  Mr.  Chairman,  I  would  like  to  call  attention^  in 
closing  this  particular  subject  at  this  time,  to  the  fact  that  the  United 
States  Circuit  Court  of  Appeals,  in  the  third  district,  October  10, 
1918,  in  this  case  which  we  were  just  discussing,  expressly  provides, 
in  section  7,  page  181,  of  the  transcript  of  record: 

Seventh.  The  court  hereby  expressly  reserves  for  further  consideration  aU 
qnestionH  as  to  the  distribution  of  ^he  proceeds  of  the  sales  of  said  stoclcs  not 
herein  expressly  provided  for. 

The  court  having  taken  this  subject  under  consideration,  and  with 
that  express  reservation,  I  think  I  should  be  excused  from  stating 
more  definitely  than  I  have  been  willing  to  do  how  those  proceeds 
should  be  applied,  or  give  any  letter  to  that  effect  to  this  witness. 

Mr.  Chairman,  with  your  permission  I  would  like  to  make  a  few 
statements  in  answer  to  the  testimony  which  has  been  given  by 
Messrs.  Hogan  and  Poole  in  regard  to  the  Shipping  Boara  deposits 
and  Ked  Cross  deposits. 

It  has  been  stated  by  Mr.  Poole  that  the  first  business  of  the  Fed- 
eral National  Bank  with  the  Shipping  Board  was  through  Mr.  Wil- 
liam L.  Soleau.  I  present  as  to  this  a  letter  which  has  been  fur- 
nished me,  as  follows: 

FEa^ERAL  National  Bakk  of  Washiwoton,  D.  C, 

November  5,  1917, 
Division  of  Opkrations.  United  States 

Shipping  Board,  Emergency  Fleet  Corporation, 

WaahingUm,  D,  C. 

Gentlemen  :  I  beg  to  confirm  conversation  had  with  Mr.  W.  L.  Soleau  over 
phone  this  morning,  to  the  effect  that  we  wiU  allow  this  interest  at  the 
rate  of  2^  per  cent  per  annum,  payable  semiannually,  on  December  31  and  June 
90,  or  other  dates  if  preferred,  computed  on  the  highest  balance  remaining  im- 
disturbed  during  each  calendar  month. 

Trusting  that  we  will  be  favored  with  a  substantial  account,  we  remain. 
Very  truly  yours, 

John  Poole,  President, 

Mr.  Chairman,  here  is  a  letter  addressed  to  yourself  as  chairman 
of  this  committee  from  Mr.  Soleau,  which,  with  your  permission,  I 
will  read  into  the  record. 

The  Chairman.  There  are  so  few  members  of  the  committee  pres- 
ent it  is  just  as  well  to  have  it  printed  and  read  it  later  on. 

(The  letter  referred  to  is  as  follows:) 

Washington,  D.  C,  July  22,  1919, 
Hon.  Gbokoe  P.  McLean, 

Chairman  Ranking  and  Currency  Committee, 

United  States  Senate. 

Deak  Sir:  My  attention  has  been  called  to  certain  statements  which  have 
been  made  before  your  committee  at  recent  hearings  on  the  confirmation  of  the 
Comptroller  of  the  Currency,  charging,  Insinuating;  or  implying  that  representa- 
tions had  been  made  by  some  one  that  deposits  of  the  United  States  Shipping 
Board  Emergency  Fleet  Corporation  funds  would  be  obtainable  if  a  certain 
bank  or  banks  should  carry  or  agree  to  carry  deposit  balances  with  a  certain 
bank  in  New  York  City. 

During  the  period  referred  to — the  latter  part  of  the  year  1917  or  the  early 
part  of  the  year  1918 — I  was  comptroller  of  the  Division  of  Operations,  United 
States  Shipping  Board  Emergency  Fleet  Corporation,  and  as  such,  in  conjunc- 
tion with  the  assistant  treasurer  of  the  corporation,  I  had  supervision  or  direc- 
tion of  the  placing  of  funds  In  depositary  banks. 

Please  allow  me  to  say  that  never  at  any  time  was  any  suggestion  ever  made 
by  me  or  to  my  knowledge  by  any  other  officer  or  representative  of  the  Shipping 
Board  directly  or  Indirectly  to  anyone  that  any  deposit  of  live  \3Tv\\ft^  ^VsiXj^s 
Shipping  Board  Emergency  Fleet  Corporation  funds  could  \>e  o>aV«\xv^  \Xvxw\:sfi» 
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the  ()|)ening  by  an.v  »ucli  depositnr.v  banks  of  accounts  with  any  other  bank  in 
WiiHhinprton,  New  York,  or  elsewliere,  and  no  suggestion  or  intimation  of  tti\» 
sort  ever  reached  my  ears  until  I  learned  of  the  statements  made  before  >'our 
conmiittee  recently  by  Messrs.  Hogan  and  Poole. 

All  deposits  were  made  without  any  promise  or  reference  whatsoever  oo  the 
part  of  any  officer  or  representative  of  any  of  the  banks  receiving  deposits  of 
Kniergencry  Fleet  Corporation  funds  to  carry  any  deposits  with  any  other  bank 
either  in  or  out  of  Washington,  D.  C. 

The  statements  and  insinuations  made  by  Messrs.  Hogan  and  Poole  tn  this 
connection,  as  far  as  my  knowleilge  goes,  are  untrue  and  without  foandation. 

My  attention  has  also  l)ei*n  called  to  Mr.  Poole's  statement  to  the  effect  that 
he  did  not  know  where  the  funds  of  the  Shipping  Board  were  deposited  whea 
they  were  withdrawn  fmm  his  bank.  That  statement  is  untrue,  and  I  desire 
to  c-ertlfy  that  when  It  was  decided  by  the  Shipping  Board,  in  consultation  witb 
•the  Tn*asury  Department,  that  the  funds  which  were  being  carried  in  the  de- 
IM)s!tary  banks  should  he  transferred  to  the  United  States  Treasuiy  I  personally 
calhMl  ui)on  several  depositary  national  banks,  including  the  Federal  National 
in 'Washington,  and  informed  them  that  the  funds  were  to  be  carried  in  the 
Treasur>'  and  arranged  with  each  of  them  for  tlie  withdrawal  of  funds  in  equal 
installments  at  the  rate  of  $500,000  a  week  during  the  ensuing  several  weelra. 
Ver>'  truly,  yours. 

W.  L.  SOIXAU. 

Mr.  WiLLiA^is.  I  next  ask  to  have  introduced  into  the  record  this 
letter,  also  addressed  to  ^yourself  as  chainnan,  from  R.  W.  Boiling, 
assistant  treasurer,  I  believe,  of  the  United  States  Shipping  Boara, 
which  is  directly  contradictory  and  denunciatory  of  the  statemente 
made  by  Mr.  Poole  before  this  committee  upon  the  occasion  of  his 
appearance  here. 

(The  letter  referred  to  is  as  follows:) 

United  States  Shipping  Boabd, 

Emergency  Fleet  Cobpobation, 

Division  of  Operations, 
Washington,  July  22,  1919, 
Hon.  Oeokge  p.  McIiEAN. 

Chnif'man  Banking  and  Currency  Committee, 

United  States  Senate,  Washington,  D.  C. 

De.\r  Sir  :  I  have  ri*ad  the  testimony  ^Iven  before  the  Banking  and  Currency 
C'onnnlltiH*  of  the  Senate  on  July  14,  1918,  by  Mr.  John  Poole,  relative  to  a 
(h'posit  nm<le  by  the  Division  of  Operations,  I'nited  States  Shipping  Board 
Kmerjrency  Fleet  Corporation,  in  the  Federal  National  Bank  on  January  5, 
1018.  and  his  statements  in  that  connection. 

Mr.  r<»olo  testified  that  on  January  5,  1918,  I  made  a  deposit  with  his  bank 
of  Sii.Oil  ,5GG.93 ;  that  seeing  me  In  the  bank  he  came  out  and  invited  rae  Into  his 
oiWvi-  and  there  had  "  quite  a  long  talk  with  me  " ;  that  I  told  him  formal  re- 
quest for  the  approval  of  the  Fe<leral  National  Bank  had  been  made  to  llie 
T-nited  States  Treasury,  and  that  I  aske<l  him  **  not  to  do  or  say  anything  over 
thei*e."  because  I  was  certain  this  approval  would  be  fortlicoming  in  a  day  or 
two :  that  I  menti(med  that  the  letter  requesting  the  approval  of  the  bank  was 
purposely  antedated,  which  he  says  he  assumes  was  done  to  meet  certain 
formalities  of  the  Fleet  (^)rporatlon  to  cover  the  original  deposit.  He  also 
testified  that  I  went  on  to  say  that  the  Treasury  was  not  aware  that  **the 
second  deposit"  of  $2,641,506.03,  above  referred  to,  "Is  being  made  to-day"; 
and  that  I  discussed  at  some  length  the  organization  of  the  Shipping  B<)anl 
and  the  Fleet  Corporation ;  that  I  then  prweeded  to  speak  of  Mr.  Ramsay,  and 
said  that  •*  Mr.  Uamsay  is  a  good  fellow,  and  it  was  only  out  of  the  gooilness 
of  Ramsay's  heart  that  Uamsay  consented  to  help  both  the  Finleral  and  Rolfe  B, 
Boiling,  mentioning  the  name;  that 'he  called  on  me  and  made  the  proposition 
that  he  had.  Boiling  said  that  Ramsay  did  this  in  a  i)oor  way.  but  that  while 
he  always  means  well,  he  frequently  messes  things  up.  Boiling  asked  that 
we  do  not  at  this  time  open  an  account  with  the  Chatham-Phoenix  National 
Bank.  He  would  prefer  that  we  would  not  do  it:  that  it  would  not  look  right, 
if  it  was  to  be  done  at  all,  to  be  only  at  a  time  when  we  would  want  to  do  it 
and  that  at  least  thnt  should  be  done  at  some  future  date."  Fie  said  that  he 
thf^T)  went  on  to  speak  of  other  local  banks,  and  finally  stated  that  T  told  him 
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that  I  thought  that  this  account  would  "nin  fairly  steady  at  $3,000,000,  not 
much  under  that  maybe  considerably  over,  and  that  we  would  In  all  proba- 
bility have  use  of  the  fund  for  a  year  at  the  lowest  estimate." 

In  his  testimony  Mr.  Poole  also  said :  "  No  one  has  said  anything  to  me  at  all 
about  this  proposition  of  opening  an  account  with  the  Chatham-Phoenix  Na- 
tional Bank,  In  New  York,  and  thereby  getting  a  deposit  from  the  Fleet  Cor- 
poration, except  Ramsey.  Boiling  only  spoke  of  it  after  I  had  been  to  Mr.  Wll- 
liams*s  office  the  second  time,  told  Mr.  Williams  of  this  unusual  proposition 
that  had  been  submitted,  and  then  Boiling  told  me  of  it,  after  he  had  made  the 
big  deposit  of  two  millions  six  hundred-odd  thousand,  and  suggested  that  I  do 
not  to  do  this  thing;  that  Ramsay  was  trying  to  help  me  and  help  Rolfe  E. 
Boiling,  his  brother,  but  that  It  was  very  poorly  stated,  and  a  bad  suggestion, 
and  all,  and  do  not  do  it."  Continuing,  Mr.  Poole  said,  "  I  want  to  clear  these 
two  other  men,  because  they  had  no  part  in  it  at  all." 

Senator  Fletcher  asked,  "Did  you  tell  Boiling  of  Ramsay's  talk  at  all?" 
Mr.  Poole  replied,  "  Mr.  Boiling  broached  that  subject  to  me.  I  did  not  tell 
him  of  this  or  tell  anybody  else  of  it  except  the  vice  president  of  our  bank." 

Mr.  Poole's  entire  version  of  the  Incidents  as  set  forth  above  is  largely  a 
fabrication,  and  where  it  is  not  a  fabrication  it  Is  a  distortion  of  the  actual 
facts.  In  the  interest  of  perfect  accuracy  I  wish  very  specifically  ^nd  emphati- 
cally to  deny  the  statement  by  Mr.  Poole  that  I  went  with  him  into  his  private 
office  on  the  occasion  referred  to,  or  on  any  other  occasion,  and  "  had  a  long 
talk  "  with  him.  As  a  matter  of  fact,  I  was  never  in  his  office  in  my  litfe. 
Mr.  Poole  came  up  to  me  while  I  was  standing  at  the  receiving  teller's  window, 
and  after  the  usual  formal  salutations  of  two  comparative  strangers,  simply 
expressed  his  gratification  at  receiving  the  deposit  from  the  Division  of  Opera- 
tions ;  and  after  a  very  casual  and  general  conversation  of  not  more  than  a  few 
minutes  I  left  the  bank.  Mr.  Poole,  persisting  in  his  inaccuracies,  similarly 
makes  a  misstatement  with  respect  to  the  deposit  of  January  5,  1918.  The 
deposit  which  I  was  then  making  was  not  the  "  second  deposit"  The  account 
was  opened  with  the  Federal  National  Bank  on  November  7, 1917,  with  a  deposit 
of  $71,029.16  followed  by  deposits  November  8,  1917,  $536,389.30;  December  20, 

1917.  $42,306.05;  December  26,  1917,  $74,015.47;  and  on  January  5,  1918,  the 
$2,641,566.93,  the  fifth  deposit  instead  of  the  second. 

Obviously  no  reference  was  made  to  antedating  a  letter  asking  approval  of 
the  Federal  National  Bank  because  of  the  fact  that  a  formal  letter  from  the 
treasurer  of  the  Emergency  Fleet  Corporation  to  the  Treasury  Department 
relative  to  such  approval  was  dated  January  5,  1918,  the  very  day  the  deposit 
referred  to  was  made.  This  letter  is  now  before  your  committee.  The  next 
letter  asking  approval  was  written  to  tlie  Treasury  Department  on  January  10, 

1918,  and  was  received  by  the  Treasury  Department  on  January  11  or  12,  the 
day,  or  the  day  following  the  letter  of  Secretary  Lefflngwell  to  Chairman  Hurley 
discussing  the  transfer  of  all  funds  of  the  United  States  Shipping  Board  from 
the  banks  to  the  United  States  Treasury. 

I  wish  to  very  particularly  and  Indignantly  deny  the  assertion  made  by  Mr. 
Poole  to  the  effect  that  any  reference  was  either  then  or  any  other  time  made 
to  Mr.  Ramsay  or  to  the  alleged  consideration  of  a  deposit  by  the  Federar  Na- 
tional Bank  with  the  Chatham-Phoenix  National  Bank  or  with  any  other  bank. 

In  conclusion  I  desire  to  repudiate  with  all  the  emphasis  of  which  I  am 
capable  any  intimation  that  I  was  aware  of  any  alleged  consideration,  either 
direct  or  implied,  for  the  deposits  of  the  Division  of  Operation,  United  States 
Shipping  Board  Emergency  Fleet  Corporation. 
Very  respectfully,  yours, 

R.  W.  BOLLINO. 

Mr.  Williams.  I  also  beg  leave,  Mr.  Chairman,  to  submit  here  a 
letter,  also  addressed  to  yourself,  from  Greorge  W.  White,  president 
of  the  National  Metropolitan  Bank,  of  Washington,  contradicting 
the  statements  which  were  also  made  before  this  committee  by  Mr. 
Hogan  or  Mr.  Poole  in  their  recent  testimony. 

The  Chairman.  In  what  particular? 

Mr.  Williams.  I  will  be  very  glad  to  read  it. 

The  Chairman.  You  might  read  that  one,  as  it  is  brief. 

Mr.  Williams.  This  letter  states: 
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National  Metbopolitan  Bank  of  Washington, 

Washington,  D.  C,  Jidy  ««,  1919, 
Hon.  Geosge  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United    States   Senate,    Washington,    7).    C. 

Deab  Sib:  In  reference  to  the  Shipping  Bourd  Emergency  Fleet  Corporation 
fands  deposited  with  us,  would  say  that  the  deposit  come  to  as  entirely  unsolic- 
ited. We  were  not  pledged  or  bound,  and  no  reference  was  made  whatever  to 
opening  accounts  with  other  banks  in  consideration  of  the  deposit. 

W  have  had  an  account  with  the  Chatham-Phoenix  National  Bank  and  its 
predecessors  for  the  last  35  years,  to  my  knowledge,  and  I  believe  previous  to 
that;  but  since  1885  I  can  say  positively. 

The  statement  which  I  have  read  in  Mr.  Poole's  testimony  before  the  Bank- 
ing and  Currency  Committee  on  Monday,  July  14,  1919,  in  which  he  says  that 
ho  had  been  informed  *'  that  the  Metropolitan  did  open  an  account  with  the 
Chatham-Phoenix  National  Bank  with  the  understanding  that  they  the  Metro- 
politan— ^would  receive  a  large  deposit  from  the  Fleet  Corporation,  and  tiie 
transaction  worked  out  exactly  as  agreed  upon,"  was  wholly  untrue  by  whomso- 
ever made.  There  were  no  conditions  of  any  kind  whatsoever  relative  to  the 
making  of  deposits  with  the  Chatham-Phoenix  National  Bank  or  with  any  other 
bank  in  connection  with  it  as  a  consideration  for  the  opening  of  the  Shipping 
Board  account  with  our  bank. 

Very  truly,  yours,  Geo.  W.  White; 

President, 

Now,  Mr.  Chairman  and  gentlemen,  at  the  previous  hearing  some 
question  arose  as  to  the  withdrawal  of  deposits  from  the  local  de- 
positaries by  the  Shipping  Board,  and  Mr.  Poole  stated  that  he  did 
not  know  what  was  done  with  the  deposits,  as  I  recall,  when  they 
were  taken  out,  said  something  had  been  said  about  putting  them  in 
the  Treasury.  The  letter  which  has  been  submitted  in  evidence 
shows,  if  I  recall  correctly,  that  Mr.  Soleau  distinctly  states  that  he 
made  it  a  point  to  call  upon  the  Federal  National  Bank  and  inform 
them  what  the  exact  situation  was,  and  that  the  deposits  were  to  be 
withdrawn  from  his  bank  and  from  all  other  banks  and  to  be  de- 
posited in  the  United  States  Treasury. 

Here  is  a  copy  of  a  letter  addressed  to  the  Treasurer  of  the  United 
States : 

Mabch  2.  1918. 
Tbeasureb  of  thr  United  States, 

Washington,  D.  C. 

Deab  Sib:  Please  find  inclosed  herewith  clieoks  Nos.  1456,  1457,  1458,  and 
1450,  each  for  $500,000,  drawn  on  the  Federal  National  Bank,  the  District 
National  Banlc,  the  National  Metropolitan  Bank,  and  the  Commercial  National 
Bank. 

These  checks  are  tlie  initial  deposits,  under  the  arrangement  for  your  becom- 
ing the  commercial  banker  of  the  Division  of  Operations,  United  States  Shipping 
Board  Emergency  Fleet  Corporation,  imder  tlie  agreement  between  the  Secre- 
tary of  the  Treasury  and  the  United  States  Shipping  Board,  as  per  letters 
from  the  Secretary  of  the  Treasury  of  February  6  and  of  the  president  of  the 
corporation  of  February  28. 

R.    W.    BOLUNQ, 

Assistant  Treasurer, 

Showing  that  they  were  drawn  in  equal  amounts  from  the  four 
depositary  banks  at  the  same  time. 

The  Chairman.  I  do  not  understand  that  Mr.  Poole  stated  any 
reason  for  the  withdrawal.     He  simply  stated   the  fact. 

Mr.  WiLMAMS.  I  think  his  implication  was  that  it  was  done  un- 
fairly. 

The  Chairman.  I  do  not  think  he  stated  any  conclusion  of  his  own. 
jHe  stated  the  fact  that  they  were  withdrawn  without  explanation. 

might  be  inferred. 
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Mr.  Williams.  Here  is  the  explanation.  Here  is  a  letter  from  the 
Division  of  Operations,  United  States  Shipping  Board,  dated  April 
27,  1918: 

United  States  Shipping  Board, 

EicEiiOENCT  Fleet  Corporation, 

DivisoN  OF  Oi^erations, 
WasJiington,  April  27, 1918. 
Mr.  George  R.  Cookset, 

AssUtant  to  the  Secretary  of  the  Treasury,  Washington,  D,  C. 

Dear  Sib:  Complying  with  your  request,  I  beg  to  advise  that  aU  the  bank 
accounts  of  the  Division  of  Operations,  United  States  Shipping  Board,  Emer- 
gency Fleet  Corporation,  have  been  closed,  and  that  all  the  funds  of  this  divi- 
sion are  now  deposited  In  the  Treasury. 
Very  truly,  yours, 

R.  W.  BOLUNG, 

Assistant  Treasurer. 

Mr.  Chairman  and  gentlemen,  at  the  hearing  a  few  days  ago  a 
member  of  this  committee,  if  I  recall  correctly,  expressed  a  desire  to 
be  advised  as  to  the  proportion  in  which  the  United  States  deposits 
had  been  or  were  being  made  with  the  local  national  banks  in  Wash- 
ington, in  order  that  you  might  see  and  determine  definitely  whether 
or  n<*t  the  charge  of  the  Federal  National  Bank  that  they  were  being 
discriminated  against  had  any  foundation.  I  instructed  the  statisti- 
cal department  of  the  comptroller's  office  to  take  the  last  sworn 
statements  of  condition,  made  by  all  the  national  banks  in  Washing- 
ton at  each  call  for  the  past  six  months,  the  call  of  June  30,  1919, 
of  May  12, 1919,  and  of  March  4, 1919,  and  to  show  how  much  Gov- 
ernment funds  or  United  States  deposits  were  being  carried  at  the 
time  of  each  call  with  each  of  the  14  national  banks  of  the  District 
of  Columbia. 

The  Chairman.  This  is  for  the  purpose  of  contradicting  whom? 

Mr.  Williams.  For  the  purpose  of  disproving  the  charge  that  the 
Federal  'National  Bank  was  being  discriminated  against,  and  to 
answer  an  inquiry  of  a  member  of  the  committee? 

The  Chairman.  During  the  last  six  months  was  that  claim  made? 

Mr.  Williams.  I  understood  that  it  was  right  along. 

The  Chairman.  How  long  has  Mr.  Glass  been  Secretary  of  the 
Treasury  ? 

Mr.  Williams.  I  think  something  over  six  months. 

The  Chairman.  My  recollection  is  that  there  was  no  criticism  of 
deposits  within  the  last  six  months,  or  recently. 

Mr.  WiLUAMs.  I  understood  that  it  did  apply  to  recently.  But  I 
shall  be  pleased  to  go  back  as  far  as  you  like. 

The  Chairman.  I  do  not  know.  1  was  not  the  Senator  who  asked 
for  the  information. 

Mr.  Williams.  My  recollection  is  that  it  was  Senator  Calder  or 
Senator  Newberry :  I  am  not  certain.  But,  anyhow,  I  prepared  this 
statement  here,  and  I  should  like  to  call  your  attention  to  how  it 
works  out.  "June  30,  1919,  the  resources  of  the  national  banks — 
giving  the  even  millions " 

The  Chairman  (interrupting).  I  do  not  think  it  is  important 
at  all. 

Mr.  Williams.  The  figures,  I  think,  are  rather  instructive. 

The  Chairman.  You  can  have  them  put  in  the  record. 

Mr.  Williams.  I  should  like  to  comment  very  briefly  on  them,  if  I 
might  be  permitted  to  do  so. 
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The  Chairman.  Certainly,  if  you  wish  to. 

Mr.  Williams.  The  resources  of  the  national  banks,  June  30, 1919, 
were  $112,000,000.  Total  of  all  United  States  deposits,  including 
postal  deposits,  and  so  forth,  $8,276,000.  The  per  cent  of  United 
States  to  total  resources  was  7.34  average. 

Mr.  Poole's  bank  was  carrying  a  percentage  of  8.14,  about  11  per 
cent  more  than  the  average,  and  the  average  percentage  of  deposits 
to  resources  was  about  twice  as  high  as  in  the  case  of  five  other  na- 
tional banks  at  that  time. 

On  March  12, 1919,  the  resources  of  the  national  banks  were  $113,- 
000,000.  The  total  United  States  deposits,  including  postal,  were 
$3,824,000.  The  average  was  3.38  per  cent.  Mr.  Pooled  bank  was 
carrying  4.63  or  36  per  cent  above  the  average  of  all,  while  his  per- 
centage was  five  times  as  high  as  the  percentage  carried  by  five  other 
national  banks. 

On  March  4,  1919,  the  resources  of  the  national  banks  of  the  Dis- 
trict were  $116,000,0(50.  The  total  United  States  deposits,  including 
postal  deposits,  were  $3,900,000.  The  average  was  3.35  per  cent  oi 
their  resources  in  Government  deposits,  while  the  Federal  National 
Bank  was  carrying  a  percentage  of  5.4,  against  an  average  of  all  of 
3.35.  In  other  words,  at  that  time  the  percentage,  on  March  4, 1919, 
of  the  Federal  National  Bank  was  60  per  cent  above  the  average  per- 
centage of  all  the  other  national  bauKs  of  the  District,  or  five  times 
as  hi^  as  five  of  the  other  national  banks,  showing  that  if  there  was 
any  discrimination,  it  was  largely  in  his  favor;  and  if  there  is  no  ob- 
jection, I  would  like  that  table,  not  a  very  long  one,  to  be  included  in 
the  record. 

(The  table  referred  to  is  as  follows:) 

Total  United  States  deposits,  including  postal-savings  deposits,  and  total 
resources,  etc,  national  banks  District  of  Columbia,  as  sJiown  by*  reports  of 
condition  for  dates  indicated. 


June  30, 1919. 

May  12, 1919. 

Name  of  bank.     . 

Total  aU 

United  Stotes 

denoaita, 

including 

postal,  etc. 

Total  resources 
of  bank. 

Per 

cent 

United 

States 

de- 
posits 
to  total 

re- 
sources. 

Total  all 

United  States 

deposits, 

including 

postal,  etc. 

Total  resources 
of  bank. 

Per 

cent 

United 

States 

de- 
posits 
to  total 

re- 
sources. 

Riggs  National 

Commercial  National — 
National  Metropolitan . . 
National  Bank  of  Wash- 
ington  

12,580,920.74 
1,793,322.90 
789,700.65 

433,000.00 
635,156.30 
499,585.54 
261,728.22 
240,000.00 
179,393.89 
205,791.40 

285,400.56 
162,496.69 

76,ooaoo 

124,229.11 

$28,365,070.61 
17,429,605.06 
11,930,604.08 

10,3^,573.45 
8,398,526.22 
6,139,331.82 
5,875,249.67 
5,703,726.34 
4,353,186.16 
3,588,905.50 

3,296,885.72 
3,219,796.75 
2,155,073.82 
1,857,257.00 

9.13 

10.29 

6.62 

4.18 
7.56 
8.14 
4.45 
4.21 
4.12 
5.73 

8.66 

$1,627,411.00 
831,581.58 
363;  833. 42 

1,000.00 

234,351.41 

292,888,62 

51,805.72 

$27,616,601.76 
16,044,927.58 
12,382,002.67 

11,121,592.11 
8,597,576.22 
6,320,0'/0.62 
6,233,119.21 
5,574,108.68 
4,444,877.42 
3,894,586.47 

3.050.339.69 

5.89 
5.18 
2.94 

.01 

District  National 

Federal  NationaL 

American  National 

Lincoln  Nation?*)- 

2.73 
4.63 
.  .83 

Seoonrl  National 

Franklin  National 

Farmers'  &  Mechanics' 
National 

24,771.33 
40,937.85 

196.110.00 

.56 
1.05 

6.43 

Columbia  National 

National  Canital  Bank . . 
Dupont  National 

5.05  ;          26;  300. 77  :      3!  765,' 243. 05 
3.53            66,525.20.      2,254,082.03 
6.09            66,573.13        1,876,328.93 

.70 
2.95 
3.55 

Total 

8,276.726.00 

112,644,402.20 

7.34  '    3.824.090.03     113.175.056.34 

3.38 

1- 
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Total    United    States    deposits,    including   postal^savings    deposits,   and    total 

resources,  etc.— CJontlnued. 


Name  of  bank. 


liar.  A,  1010. 


Riggs  National 

Commercial  National 

National  Metropolitan 

National  Bank  of  Washington. . . 

District  National 

Fe  ieral  National 

American  National 

Lincoln  National 

Second  National 

Fran  <Im  National 

Farmers'  &  Mechanics'  National. 

Colombia  National 

National  Capital  Bank 

Dapont  National 


Total. 


Total  all 

United  States 

deposits, 

including 

postal,  etc. 


91,800,264.04 

1, 110,746.84 

333,050.80 

1,000.00 

320,420.35 

347,008.84 

61,370.44 

46,253.03 

26,805.31 

46,006.51 

137,000.00 

25,868.51 

54,804.31 

71,048.71 


Total  resources 
of  bank. 


3,001,334.58 


828,716,876.87 

17,467,021.54 

11,267,100.54 

11,300,312.28 

0,207,034.36 

6,432,403.07 

6,260,852.70 

5,581,577.82 

4,304,305.72 

3,833,363.40 

2,600,620.55 

4,163,520.67 

2,150,836.73 

2,8^,400.«7 


Per 
cent  of 
United 
States 

de- 
posits 
to  total 

re- 
sources. 


4.56 

6.41 

2.06 

.01 

3.48 

5.40 

.08 

.83 

.62 

1.22 

6.25 

.62 

2.55 

2.61 


116,211,726.60 


3.86 


Mr.  Williams.  I  will  state,  Mr.  Chairman,  that  I  had  been  ad- 
vised that  I  would  probably  have  here  to  present  to  you  at  this  hear- 
ing a  letter  from  the  president  of  the  Chatham-Phoenix  National 
Bank  contradicting  the  references  made  by  Mr.  Poole  or  Mr.  Hogan 
as  far  as  his,  the  Chatham-Phoenix  National  Bank^  of  New  York, 
was  concerned.  It  has  not  come  in,  but  I  presume  it  will  be  ready 
at  the  next  hearing  to  present  to  you. 

Now,  Mr.  Chairman,  shall  we  go  on  now,  or  would  you  prefer  to 
adjourn  ? 

The  Chairman.  I  prefer  to  go  on,  if  you  are  willing.  But  I  leave 
it  entirely  with  you,  under  the  circumstances. 

Mr.  Williams.  I  do  not  want  to  tax  you  too  much.  With  your 
permission,  Mr.  Chairman  and  gentlemen,  I  will  undertake  to 
answer,  first,  some  of  the  statements  which  were  made  by  Mr.  Hogan 
in  Ifis  testimony  before  this  committee  relative  to  the  circumstances 
under  which  the  United  States  Trust  Co.  was  taken  over  in  the  fall 
of  1913  by  the  Munsey  Trust  Co.  of  this  city. 

Mr.  Hogan  speaks  of  the  incident  as  the  failure  of  the  United 
States  Trust  Co.  It  is  exceedingly  fortunate  for  the  financial  inter- 
ests of  Washington,  as  well  as  for  the  financial  interests  of  the  coun- 
try generally,  that  there  was  no  failure  of  the  United  States  Trust 
Co.  at  that  time.  The  financial  atmosphere  was  surcharged  in  the 
fall  of  1913,  and  I  might  say  that  we  were  almost  in  a  condition  of 
a  i)eriIous  equilibrium.  A  failure  of  a  trust  company  of  that  size 
in  the  city  or  Washington,  with  more  than  40,000  depositors,  might 
have  had  an  exceedingly  far-reaching  and  disastrous  effect  upon  our 
whole  financial  structure  if  it  had  been  permitted  to  take  place. 
The  failure  was  avoided,  and  just  in  the  nick  of  time,  and  through 
the  con.stiii(tive  work  and  the  energy  and  the  efficient  action  of  the 
Munsey  Trust  Co.  the  perilous  situation  was  bridged  over. 

The  taking  over  of  that  trust  company,  I  think,  took  place  about 
the  22d  of  November,  1913,  and  public  confidence  was  being  restored. 
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It  had  been  badly  shaken  and  had  been  very  nervous.  Things  were 
still  looking  a  little  squally,  because  it  was  realized  how  near  we 
had  come  to  a  bad  bank  failure  in  Washington,  a  failure  which 
would  have  happened  if  it  had  not  been  for  the  prompt  and  vigorous 
action  of  the  Secretary  of  the  Treasury  in  agi'eeing,  at  midnight  of 
the  21st  or  22d  of  November  to  advance,  if  necessary,  a  million  dol- 
lars to  facilitate  that  operation. 

The  fact  that  I,  as  Assistant  Se.  retai-y  of  the  Treasury  at  that 
time,  had  reconmiended  and  approved  of  the  utilization  of  the  pub- 
lic funds  by  a  deposit  in  the  national  banks  for  the  purpose  of  pre- 
venting tliat  disaster,  was  made  the  object  of  atfack  and  criticism 
by  certain  people  for  the  alleged  reason  that  one  of  my  brothers 
was  or  had  been  a  director  in  the  Munsey  Trust  Co.,  the  corporation 
which  came  forward  and  saved  the  day,  with  the  aid  of  the  Gov- 
ernment. 

About  10  days  or  12  days  after  the  Munsey  Trust  Co.  had  taken 
over  the  United  States  Trust  Co.  a  New  York  newspaper,  the  Trib- 
une, began  a  series  of  vicious  and  slanderous  articles,  insinuating 
that  my  part  in  the  transaction  was  open  to  criticism,  because,  as 
I  understand,  my  brother,  who  had  been  or  was  a  director  of  the 
Munsey  Trust  Co.,  had  been  energetic  in  endeavoring  to  save  that 
situation. 

The  publication  by  the  Tribune  of  those  articles  was  proving  very 
disturbing  to  the  financial  situation  in  Wasliington,  and  the^  were 

£ut  forward  in  a  sensational  way  which  was  adversely  affecting  the 
[unsey  Trust  Co.,  because  Mr.  Munsey  was  also  being  charged  by 
the  Tribune  with  failing  to  carry  out  completely  the  engagemente 
which  he  had  entered  into,  or  which  he  was  alleged  to  have  entered 
into,  in  connection  with  the  taking  over  of  the  United  States  Trust 
Co.  To  be  a  little  more  explicit,  I  think  they  charged  that  Mr. 
Munsey  had  promised  that  if  the  Government  would  provide, 
through  the  national  banks  of  the  city,  a  deposit  with  his  corpora- 
tion of  a  million  dollars  in  that  emergency  he  would  arrange  to  have 
half  a  million  dollars  brought  over  from  outside  to  build  up  the  re- 
serves of  his  trust  company,  and  to  assist  in  paying  expeditiously 
such  demands  as  might  be  made  by  the  depositors.  And  the  charge 
was  made  that  he  delayed  or  procrastinated  in  making  that  deposit. 
As  a  matter  of  fact,  the  testimony  before  this  committee  shows  that 
those  charges  against  Mr.  Munsey  iire  most  unjust,  and  instead  of 
bringing  over  a  half  a  million  dollars  during  that  period,  as  T  recall, 
he  brought  over  a  million  or  more  to  aid  and  assist  in  restoring  con- 
fidence to  the  situation. 

Now,  Mr.  Chairman,  the  question  of  the  propriety  of  whatever 
part  I  had  in  those  transactions  was  discussed  and  passed  upon  by 
this  committee,  of  which  you  were  a  member  at  that  time,  and  after 
summoning  before  the  committee  all  of  the  witnesses  that  3'Ou  de-sired 
to  summon,  and  ascertaining  what  the  true  facts  were,  my  nominia- 
tion  was  favorably  reported  by  the  committee.  But,  as  this  incident 
has  been  i^esurrected  by  Mr.  Hogan,  and  has  been  misstated  and  dis- 
torted by  him,  I  think  it  only  fair  that  I  should  place  in  this  record 
certain  portions  of  this  record  made  in  Februarv,  1914,  which  show 
the  falsity  and  unfairness  of  the  statements  made  in  this  connection 
by  Mr.  Hogan. 

^he  statements,  Mr.  Chairman,  made  by  the  Tribune  articles,  to 
b  Mr.  Hog&n  referred,  implied  that  there  had  been  some  kind  of 
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favoritism  exercised  by  the  Assistant  Secretary  of  the  Treasury  in 
connection  with  the  deposit  of  the  $1,000,000  fund  with  the  national 
l)anks  at  that  time,  which  was  turned  by  the  national  banks  over  to 
the  Munsey  Trust  Co.,  that  the  Munsey  Trust  Co.  had  been  &vored 

-  and  that  other  companies  had  not  been  given  a  fair  chance  of  ab- 

-  sorbing  the  United  States  Trust  Co. 

On  page  11  of  the  hearings  of  1914  you  will  find  this: 

TOie  following  is  a  copy  of  a  letter  from  Hon.  W.  R.  Merriam,  formerly  gov- 
ernor of  Minnesota,  and  at  one  time  Director  of  the  Census,  who  fo  now  a 
resident  of  this  city,  and  a  director  in  the  Continental  Trust  Co.,  of  Washing- 
ton. Gov.  Merriam  wa^  a  member  of  a  committee  of  three,  composed  of  ex- 
Senator  Scott,  president  of  the  Continental  Trust  Co.,  President  Galliher,  of 
the  American  National  Hank,  and  himself,  which  called  on  Assistant  Secretary 
Williams  of  the  Treasury  Department  before  the  acquisition  of  the  United 
States  Trust  Co.  by  the  Munsey  Trust  to  discuss  the  taking  over  of  the 
United  States  Trust  Co.  by  the  Continental. 

Washington,  D.  C,  December  5,  1919. 
Hon.  John  Skelton  Williams. 

Assistant  Secretary  of  the  Treasury,  Washington,  D.  C, 

Dear  Mr.  Williams  :  I  read  the  article  in  the  New  York  Tribute  of  to-day 
and  yesterday  purporting  to  be  a  statement  of  facts  in  connection  with  the 
acquisition  some  days  ago  of  the  United  States  Trust  Co.,  of  Washington,  by 
the  Munsey  Trust  Co.,  also  of  this  city. 

The  article  is  misleading,  intending  to  reflect  upon  the  officials  of  the 
Treasury  Department,  and  Is  evidently  inspired  by  a  desire  to  question  the 
good  faith  and  the  integrity  of  the  officers  of  the  cSovernment  who  endeavored 
to  render  a  signal  service  to  the  banking  Interests  of  Washington  as  well  as 
to  its  citizens. 

The  writer,  who  is  interested  in  the  Continental  Trust  Co.,  of  this  city, 
was  one  of  the  committee  of  three  of  the  board  of  directors  of  that  institution 
selected  to  visit  you  on  Friday,  the  21st  of  November.  The  committee,  consist- 
ing of  Nathan  B.  Scott,  president  of  the  Continental  Trust  Co. ;  Mr.  Galliher, 
president  of  the  American  National  Bank,  and  the  writer,  was  deputed  by  the 
board  of  directors  to  learn  the  views  and  wishes  of  your  department  regard- 
ing a  pos.«?ible  merger  of  the  United  States  Trust  Co.,  and  also  to  ascertain 
the  attitude  of  the  officials  of  the  Treasury  Department  looking  to  aid  the 
United  States  Trust  Co.  in  the  way  of  advancing  funds  in  case  the  situation 
became  sufficiently  serious  to  warrant  substantial  assistance. 

You  advised  us  that  under  the  law  the  Treasury  could  deposit  no  Govern- 
ment funds  in  trust  companies,  but  that  in  case  of  necessity  it  could  and 
would  deposit  United  States  funds  to  large  amounts  in  certain  National  banks 
named  by  us,  provided  always  that  the  securities  offered  were  entirely  satis- 
factory to  the  proper  authorities.  You  manifested  an  earnest  desire  to  do 
anything  within  your  power  to  ward  off  a  possible  disaster  to  the  banking 
interests  of  the  city,  and  evinced  a  desire  that  prompt  action  might  be  taken. 

You  also  expressed  the  hope  that  there  might  be  competition  among  the 
banking  Institutions  of  the  city  looking  to  the  acquisition  by  purchase  or 
merger  of  the  United  States  Trust  Co.,  by  or  with  a  solvent  trust  company, 
in  order  that  the  stockholders  as  well  as  the  depositors  of  the  United  States 
Trust  Co.  might  receive  the  fullest  benefits. 

The  matter  of  the  acquisition  by  the  Continental  Trust  Co.  of  the  United 
States  Trust  Co.  was  under  consideration  all  day  Friday,  the  21st,  and  also 
late  Friday  evening,  but  as  no  plan  could  be  evolved  satisfactory  to  all  con- 
cerned, the  representatives  of  the  United  States  Trust  Co.  were  left  to  deal 
with  Mr.  Munsey,  who,  it  was  understood,  was  ready  to  assume  the  liabilities 
and  take  over  the  assets  of  the  United  States  Trust  Co.,  and  provide  the  neces- 
sary funds  to  meet  any  demands  by  the  depositors  when  the  bank  and  Its 
branches  were  opened  on  Saturday  evening. 

I  learned  later  that  the  clearing-house  banks  of  this  city,  acting  in  unison, 
offered  to  receive  deposits  from  the  Government  to  the  extent  of  $1,000,000 
prorated  among  the  national  banks,  and  to  have  the  funds  paid  directly  to 
the  Munsey  Trust  Co.  as  soon  as  satisfactory  securities  were  deposited  in  the 
hands  of  the  Treasurer  of  the  United  States.  I  also  learned  from  one  of  your 
aids  that  the  arrangement  was  carried  out  exactly  as  agreed  upon  by  the 
bankers  themselves. 
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I  think  the  officlal8  of  the  Treasury  Department  are  entitled  to  the  highest 
commendation  for  the  prompt  and  efficient  manner  in  which  they  handled  a 
very  grave  situation  and  one  which,  if  allowed  to  proceed  further,  might  have 
Involved  every  banking  institution  in  the  city  and  might  have  spread  to  other 
cities  and  towns  throughout  the  country. 

Yours,  very  truly,  W.  R.  Mdibiaic^ 

I  also  ask,  Mr.  Chairman,  to  insert  at  this  point  a  letter  received 

at  the  same  time  from  Mr.  W.  T.  Galliher,  president  of  the  American 

National  Bank: 

Amebican  National  Bank  of  Washington, 

Washington,  D^  C,  January  15,  1914. 
Hon.  John  Skelton  Williams, 

Assistant  Secretary  of  the  Treasury,  Washington,-  D,  C, 

Sib:  It  is  indeed  regrettable  that  several  statements  in  the  public  press 
recently  should  convey  the  insinuation  that  you  were  inspired  by  Improper  mo- 
tives when,  on  behalf  of  the  Treasury  Department,  you  arranged  for  the  de- 
posit of  $1,000,000  with  the  11  national  banks  of  Washington,  to  be  trans- 
ferred to  the  Munsey  Trust  Co.  to  avoid  an  impending  run  on  the  United  States 
Trust  Co.,  the  business  of  which  had  been  taken  over  by  the  said  Munsey 
Trust  Co. 

The  Continental  Tnist  Co..  having  under  consideration  the  acquisition  of  the 
United  States  Trust  Co.,  on  Friday,  the  2l8t  of  November,  appointed  a  com- 
mittee, consisting  of  Nathan  B.  Scott,  president  of  the  Continental  Trust  Co., 
William  R.  Merriam,  and  the  writer,  to  wait  on  you  to  ascertain  the  attitude 
of  the  Treasury  Department  regarding  the  possible  merger  of  the  United  States 
Trust  Co.,  and  to  learn  In  what  way  and  to  what  extent  the  department  would 
cooperate  by  the  advancement  of  funds,  should  it  be  necessary  in  the  proposed 
merger. 

Your  advice  to  the  committee  was  that  the  Treasury  Department  could  not 
deposit  funds  in  trust  companies,  but  that  if  it  became  necessary,  in  order  to 
avoid  the  Impending  trouble,  that  it  could  deposit  funds  in  certain  national 
banks  to  be  named,  provided  that  the  securities  offered  were  satisfactory  to 
the  department.  Your  desire  to  do  everything  within  your  power  to  avoid  the 
impending  trouble  to  the  banking  interests  of  Washington  was  apparent,  and 
in  this  same  connection  you  suggested  that  it  would  be  desirable  to  have  com- 
petition among  the  banking  institutions  of  the  city  for  the  taking  over  of  the 
United  States  Trust  Co.,  In  order  that  the  depositors  and  stockholders  of  the 
United  States  Trust  Co.  might  receive  the  fullest  benefit  There  was  nothing 
in  your  attitude  indicating  preference  for  any  particular  institution  in  the 
acquiring  of  this  business,  your  position  in  the  premises  being  a  high-minded 
and  honorable  one,  and  it  is,  therefore,  to  be  deplored  tliat  you  were  in  any  way 
reflected  upon  in  the  transaction. 

If  in  this  connection  I  may  be  of  further  service  to  you  I  shall  be  glad  to 
have  you  advise  me. 

Respectfully,  yours,  W.  T.  Galliher. 

Mr.  Chairman  and  gentlemen,  I  wish  to  call  attention  to  testimony 
given  at  that  hearing  by  Mr.  Ailes,  vice  president  of  the  Riggs 
National  Bank,  on  page  81 : 

Senator  Reed.  I  want  to  nsk  a  question  In  that  connection. 

Do  you  hold,  then,  that  the  Secretary  of  the  Treasury  or  the  Assistant 
Secretary  of  the  Treasury  could  not  loan  money  to  five  or  six  national  banks, 
which  would  be  ultimately  paid,  to  save  an  Institution  which  was  about  to  be 
purchased  by  an  institution  simply  because  the  brother  of  the  Assistant  Secre- 
tary of  the  Treasury  happened  to  be  connected  with  the  latter  institution? 

Mr.  Ailes.  No;  I  do  not  think  I  would. 

Senator  Reed.  Do  you  mean  to  claim  or  insinuate  now  that  Mr.  Williams 
made  any  money 

Mr.  Airj:8.  No. 

Senator  Reed  (continuing).  Out  of  anything  he  did  In  connection  with  the 
transaction? 

Mr.  Ailes.  No. 

Senator  Reed.  Do  you  say  now  that  his  brother  got  any  advantage  or  that 
the  Munsey  Trust  Co.  got  any  advantage  which  was  not  open  to  any  other 
trust  company  or  bank  that  would  do  the  same  thing  the  Munsey  Trust  Co.  did? 
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Mr.  An£8.  No ;  I  do  not  But  It  would  involve  great  impropriety,  lam  per- 
fectly convinced  in  my  mind.  If  I  had  had  the  same  place—held  a  place  of 
trust  and  confidence  under  the  President  of  the  United  States— it  is  a  high 
ffduclary  thing,  and  I  think  a  man  ought  to  deal  with  those  things  very 
sacredly. 

Senator  Reed.  So  do  I.  We  can  not  differ  on  that.  But  if  a  man  has  done 
nothing  wrong,  as  you  have  just  said,  then  he  is  dealing  with  a  reasonable 
degree  of  sacredness. 

Mr.  AiT^s.  He  ought  to  be  like  Caesar's  wife — above  suspicion. 

Senators,  I  am  going  to  show  you  exactly  how  nearly  Mr.  Ailes 
resembles  Caesar's  wife  m  his  operations  with  the  Treasury  and  what 
his  conception  is  of  the  high  fiduciary  position  that  an  Assistant  Sec- 
retary should  take.    Says  Mr.  Ailes: 

I  think  a  man  ought  to  deal  with  those  things  very  sacredly. 

On  page  539  of  the  hearings  of  February,  1919,  in  Secretary  Mc- 
Adoo's  affidavit  in  the  Riggs  equity  case,  you  will  find  this  state- 
ment : 

Mr.  Milton  E.  Ailes  was  formerly  and  from  March  6,  1901,  to  April  15.  1903, 
an  Assistant  Secretary  of  the  Treasury,  In  charge  of  the  Fiscal  Bureau,  having 
to  do  with  the  distribution  of  Government  deposits,  having  in  that  position 
succeede<l  Mr.  Frank  A.  Vanderlip,  who  held  the  place  from  June  1,  1897,  to 
March  5,  1901,  and  who  went  from  there  into  the  vice  presidencv  of  the 
National  City  Bank  of  New  York.  On  April  15,  1903.  Mr.  Ailes  resigned  his 
position  as  Assistant  Secretary  of  the  Treasury,  and  on  the  next  day  he  took 
the  oath  of  office  as  director  of  the  plaintiff  bank  and  then  became,  as  I  am 
informed,  its  vice  president. 

Mr.  Ailes  had  said : 

If  I  had  had  the  same  place — held  a  place  of  trust  and  confidence  under  the 
President  of  the  Unite<l  Slates — it  is  a  high  fiduciary  thing,  and  I  think  a  man 
ought  to  deal  with  those  things  very  sacredly. 

The  affidavit  continues: 

On  April  11,  1903  (five  days  before  his  resignation,  and  at  a  time  when  his 
arrangements  with  the  plaintiff  bank  had  presumably  been  effected),  he  de* 
posited  with  the  plaintiff  bank  funds  of  the  United  States  Government  to  the 
amount  of  $2,900,000,  which,  together  with  $100,000  that  was  then  on  deposit 
with  the  plaintiff  bank,  made  a  total  deposit  of  Government  funds  of  $3,000,000» 
all  without  interest,  as  was  the  then  custom.  Said  deposit  of  $3,000,000  re- 
mained in  that  bank  undisturbed  until  the  following  February 

The  Chairman.  "As  was  the  then  custom."  Do  you  mean  by  that 
that  none  of  the  banks  paid  interest  at  that  time? 

Mr.  WiixiAMs.  As  I  understand,  at  that  time  the  Treasury  did  not 
collect  interest  from  the  depository  banks.    The  affidavit  goes  on : 

Said  deposit  of  $3,000,000  remained  in  that  bank  undisturbeil  until  the  follow- 
ing February,  and  was  then  only  slightly  reduced,  as  apjiears  from  Exhibit  D. 
The  total  (leix)sits  of  the  plaintiff  bank,  exclusive  of  Government  funds,  on 
April  9,  1903.  were  approximately  $7,381,912.20.  The  proportion  of  Governmont 
funds  to  total  deposits  and  to  the  then  capital  and  surplus  ot  the  bank  ($900,- 
000)  was  gros.sly  abnormal  and  unprecedented. 

I  am  informed  and  believe  that  the  said  deposit  of  $2,900,000,  or  the  greater 

part  thereof,  was  immediately  transferred  by  the  plaintiff  bank  to  the  National 

'City  Bank  of  New  York,  which  furnished  the  plaintiff  bank  the  bonds  required 

to  secure  said  deposit  and  presumably  paid  to  the  plaintiff  bank  inter<»st  on 

said  ileposit. 

Although,  as  I  stated,  they  paid  no  interest  themselves  to  the  Gov- 
ernment. 

The  Chairman.  Was  that  an  improper  proceeding,  to  loan  this 
money  out  at  interest  ?  Was  there  anything  wrong  about  their  send- 
ing this  money  to  New  York? 
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Mr.  WiLUAMs.  The  point  is  not  so  much  what  they  did  with  that 
money,  as  it  was  Mr.  Ailes  getting  that  money  out  of  the  Federal 
Treasury  for  the  Biggs  Bank  five  days  before  ne  resigned  to  become 
vice  president  of  that  bank. 

Tlie  Chairman.  I  do  not  understand  you  to  complain  tliat  it  was 
an  unusual  thing.  It  was  proper  for  the  Grovemment,  I  suppose,  to 
deposit  money  somewhere,  and  it  was  not  customary  for  the  banks  to 
jmy  interest  at  that  time.    What  was  there  unusual  about  it? 

Mr.  WnjjAHS.  Secretary  McAdoo's  statement,  which  I  have  just 
read,  was : 

The  proportion  of  Crovernraent  funds  to  totn)  deposits  and  to  the  then  capital 
and  surplus  of  the  bank  ($900,000)  was  grossly  abnormal  and  unprecedented. 

And  the  point  is  that  there  was  a  gross  discrimination  by  the 
Treasury,  of  which  Mr.  Ailes  was  at  that  time  Assistant  Secretary, 
in  favor  of  the  Risgs  Bank,  by  whom  he  was  employed  as  an  officer 
five  days  after  he  nad  quit  the  Treasury,  and  it  is  unnecessary  for 
me  to  comment  at  this  time  upon  what  the  relationship  may  have  been 
between  the  ability  of  the  Higgs  Bank  to  obtain  from  the  Treasury  at 
that  particular  time  that  $2,900,000  and  his  employment  by  the  bank. 
I  do  not  care  to,  and  it  is  unnecessarj-  for  me  to  comment  upon  that. 
Those  ar^  facts  that  speak  for  themselves. 

Secretary  McAdoo's  affidavit  continues: 

During  that  time  there  were  11  national  banks  in  the  city  of  VTashington, 
and  the  deposits  of  the  plaintiff  bank  averaged  not  exceeding  39  per  cent  of  tiie 
total  average  deposits  of  said  national  banks.  The  total  deposits  of  GoTemment 
funds  in  all  of  the  remaining  national  banks  of  Washington  during  said  period 
averaged  approximately  $278374. 

While  the  Riggs  Bank  was  enjoying  special  deposits,  without  in- 
terest, amounting  to  ten  times  the  amounts  which  were  being  carried 
by  all  the  other  banks  in  Washington  combined. 

Secretary  McAdoo's  affidavit,  continuing,  says: 

The  average  of  Government  funds  on  deposit  with  the  plaintiff  bank  from 
the  time  the  said  Ailes  became  connected  with  the  bank,  in  April,  1908,  until 
March,  1907,  was  $2,018,957. 

As  I  understand  it,  those  four  years,  an  average  of  over  $2,000,000 
of  deposits,  bearing  no  interest. 

At  the  time  Mr.  Ailes  became  vice  president  of  the  plaintiff  bank  he  also 
became  and  has  ever  since  remained  the  salaried  represeiifatlve  of  the  National 
City  Bank  of  New  York  in  Washington.  During  all  of  sold  period  and  until  I 
assumed  office  the  regular  Government  deposits  were  carried  in  national  banks 
without  interest.  From  1899  to  1908  the  average  daily  deposits  of  Government 
funds  in  all  the  national  banks  of  the  United  States  was  $113,170,208  and  the 
average  capital  and  surplus  of  all  such  banks  was  $5,005,459,635.91,  as  appears 
from  the  accompanying  table,  marked  "  Exlilbit  E-1,"  which  Is  hereby  embodied 
In  this  affidavit  as  a  part  thereof. 

Now,  Mr.  Chairman,  this  witness  who  appeared  against  my  con- 
firmation on  the  ground  that  there  was  some  favoritism  or  some  dis- 
crimination of  some  sort  connected  with  deposits  with  all  the  national 
banks  of  Washington  of  a  million  dollars  tor  the  purpose  of  protect- 
ing a  situation  which  had  become  exceedingly  dangerous,  this  in- 
dividual, as  I  say,  who  made  those  criticisms  of  the  action  of  the 
Treasury  Department,  is  the  same  man  who  resigned  as  Assistant 
Secretary  of  the  Treasury  five  days  before  the  Riggs  Bank  got  this 
$2,900,000  of  deposits,  a  large  portion  of  which  remained  wiui  them 
for  years. 
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The  Chajkhan.  Have  those  Tribune  articles  been  printed  in  the 
record? 

Mr.  Williams.  Two  of  them,  I  think,  are  printed  in  Secretary 
McAdoo's  affidavit.  , 

The  Chaishan.  I  do  not  recollect  that  they  have  been  introduced 
into  this  record. 

Mr.  Williams.  The  two  Tribune  articles  were  in  Secretaiy  Mc- 
Adoo's affidavit,  and  are  embodied  in  the  February,  1919,  hearings. 

Mr.  Chairman  and  gentlemen,  I  ask  your  attention  to  Exhibit  U, 
on  page  548  of  the  hearings  of  February,  1919,  showing  month  by 
month  the  public  funds  deposited  with  the  Biggs  National  Bank, 
from  March  21, 1903,  to  July  2, 1914. 

(The  table  referred  to  is  as  follows:) 


NOMINATION  OF   JOHN   SKBLTON   WILLIAMS. 


,.n 

.9«             ' 

.013 

WH 

Date 

AmouDt. 

D»te. 

Amount. 

Dale- 

Amount. 

DUa. 

Amo™,. 

» 

ti.roo 

30 

180,000 

10 

1X1,400 

li 

7t»;ra 

>0 

■Ns,<n 

sis 

31 

14 

^iffi 

iEi^-i. 

S5 

10 

TO.  000 
MIS,  000 

1« 

0J,3S* 

I! 

TOl.OCIO 
438,000 

3M|aoa 

its;  000 

U 

§g§§§ 

g;a 

Avenwe  d^y  bil 

-    114,003 

1 

540. 137 

I8«.M> 

' 

I  Dlsconllniied  as  a  depositary  Inly  i,  1914  (2  days). 
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Mr,  WniiAMS,  I  will  also  ask  your  attention  to  Exhibit  E,  same 
affidavit,  showing  the  public  deposits  in  the  National  City  Bank  of 
New  York  by  months  from  the  date  of  its  designation  as  a  depositary, 
July  21,  1894,  to  the  date  of  its  discontinuance.  May  31.  1913. 

(The  table  referred  to  is  as  follows:) 


Public  dcpoiils  in  the  Xational  City  Bank  of  A'eic  York,  by  iNo»(h«,  /ro»i  date 
of  it»  iletignation  ax  a  depoiitary,  July  21, 183i,  to  date  of  it»  dUcontinuanee, 
May  31,  ISIS. 
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FulHie  itepotits  in  the  National  City  Brink  of  Nnn  York,  by  uiontln.  from  dale 
of  ita  deitiffnalitM  aa  a  depotitartt,  Jiilv  £'•  ISSi,  to  dale  of  Hi  d\»rontinttanr<\ 
Majf  SI,  ISIS. — Continued. 


IMQ 

,„ 

,.,. 

,0,2 

^m 

asolooo 

150,000 
260,000 

190,000 
uoiooo 

250,000 

IS 

MO,  000 

saso.ooo 

350,000 
250,000 
250  000 
MO  000 
250,000 

isooDo 

290  000 

i6o;oDo 

250,000 
250,000 
250,000 

IS 

250,000 

zso;ooo 

250,000 
250,000 

2,w;ooo 

250,000 

250^000 
250,000 

2SO,ooa 

230;000 

1250  000 

wo;  000 

»5D,000 

250,000 

250,000 

280,000 

370,000 
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%s  a  pubilr  depositary— Hay  31, 1813,  H,SU,SI2. 

Mr.  WiujAMs.  I  think  I  will  forbear  further  (.'oiimn'iit  upon  tlmt 
incident  and  the  criticism  from  tliat  particular  source. 

Mr,  Kogan,  in  his  testimony  a  few  days  ago,  made  very  unfair  and 
incorrect  statements  in  connection  with  the  forms  of  re<'pipt  which 
it  was  claimed  national  Imnks  wei-e  >-ei|uested  to  fjivc  in  connection 
with  the  depasit.of  the  $l,0O0,{M)O  of  public  funds  with  the  Mimscy 
Trust  Co..  or  with  the  national  banks  for  the  Munsey  Trust  Co.,  in 
Novendx-r.  l!)13.  That  point,  it  seems,  had  been  brought  up  by  boiuc- 
one  in  the  Febniary,  1014,  hearings,  and  on  pajte  131  of  the  February, 
1U1+,  hearing  I  made  a  statement  which  I  think  fully  covers  and 
explains  that  incident: 

Mr.  Wn.LiAMN.  Tlien>  Ir  iitie  txiliit  I  wIrIi  [<i  ivrer  to,  tiiiil  lliiil  is  i»e  tiliie- 
IirEiirnl  iHiiH'nt  tlint  Mr.  FltitlK-r  Iiilh  referrwl  In  reiinril  In  tlif  criiiMiiovlnft 
ftliKlx.  Till"  sttiipiiiciit  wtiM  that  the  imincy  was  put  up  out  nf  iTiiiHmivliix 
fuiiilH.  Till-  explHimtimi  Ik  Ihiu  wv  hiiil  i,  wnrketl-oitt  pliiii  iiixl  M>,„f  lihitikH 
to  Ih^  tllleil  out  by  tht>  ciikKkIIiiii  of  tlie  Trfjisury  anil  tionilini;  uHiiiT.  etc.. 
n'lilch  wi-  lire  uhIiik  iti  Cdiinecllii,)  with  tlii^  crup-iiiovl,,):  fuiiil — that  Kysleni  i>r 
IilRukH  we  l,nvc  iiriivlilinK  f<ir  llie  Mltrmturex  ot  a  coiinuittee  which  ihikm-m  ii|m>,i 
Ihi"  sciiirltlPB. 

W'f  iltil  111)1  jiMk  them:  we  diil  not  detitre  di-  cure  fur  lliciii  to  <>hl1t;iite  ll,eni' 
Mclvwi  ii;;)iiii.  Tlio  |iiU)cr  which  was  prcpurejl  by  tlie  sulicltor  <iivcrts!  the  casfT* 
II  Ilia  >l  lit  fly.  Ii  WHS  iiicire  riinnal  tliau  many  of  tlie  npiillmtliiiiH  wlilt-li  tuive  i-uiiii> 
in  for  cr<>|>-iiii>vltit.'  fiimht.  hut  when  the  ilei>i>slt  Ir  imule  we  luive  ti  Bystein  of 
iirrHiiciiiB:  f'lr  ilie  i-xchiiii(re  of  necuritieB,  unit  thoxe  [wirtlcalar  |ih|iits  iIIiI  not 
refer  to  tlie  aiipilcatliiii  of  i-rop-niovlii]c  fiinilx  primarily,  hut  to  tlii>  system  fur 
excliancp  of  cidlnleml ;  thnt  was  nil.  Tl,c  TreBHury  Depiirtiiient  i,e«]e<l  notliln;:. 
It  Is  fl  linwil.  fonnni  ni^llcatlon.  a  supply  of  which  it  hnil.  They  were  nil 
cotnplett;  "Mil  they  were  intact,  nliil  the  only  thtni;  thnt  wnw  Oeflreil  there  wo* 
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'  to  use  that  same  muchlnery  or  method  In  which  the  committee  would  Improve 
the  securities  and  would  pass  it  on  to  the  custodian,  and  we  thought  we  could, 
with  perfect  propriety,  use  those  printed  forms.  It  did  not  refer  to  the  deposit 
of  a  single  dollar  anywhere ;  the  money  had  been  put  up  long  before  the  Treas- 
ury Department  had  put  this  up  to  them  to  provide  a  means  for  the  exchange  of 
collateral.  It  was  necessary  to  provide  the  machinery  for  the  exchange  of  the 
collateral,  and  It  was  simply  a  plan  or  method  to  cover  that  point,  and  that 
only. 

The  CHAiBif AN.  You  use  some  general  blanks  so  as  to  save  making  up  special 
blanks. 

That  ended  that  discuasion.  As  matter  of  fact,  before  one  dollar 
was  put  up  by  the  Treasury  the  Treasury  had  obtained  the  signa- 
tures of  all  the  banks  in  Washington^  giving  it  full  protection. 

On  page  17,  February,  1914,  hearings,  you  will  find  this  state- 
ment—— 

The  Chairman.  By  whom? 

Mr.  Williams.  By  me. 

At  1  o'clock  Saturday  morning,  after  midnight,  a  meeting  of  the  clearing- 
house banks  was  held  at  the  Shoreham  Hotel.  All  the  bankers  present  agreed 
to  the  proposed  arrangement,  I  am  told,  except  Mr.  Flather,  of  the  Rlggs  Na- 
tion Bank,  who  declined  to  agree  without  consultation  with  Mr.  Glover,  its 
president 

I  will  also  mention  just  at  this  point  that  I  am  advised  that  when 
the  Riggs  National  Bank's  representative  did  decline  in  that  emer- 
gency that  night  to  put  up  its  pro  rata  of  the  funds  without  going  to 
consult  Mr,  Glover  or  some  one  else,  the  executive  officer  of  the  Com- 
mercial National  Bank  spoke  up  at  once  and  said  they  would  take 
his  portion,  so  as  to  insure  the  carrying  out  of  the  arrangement  and 
save  the  situation,  without  any  chance  or  hazard  of  waiting  upon 
Mr.  Glover.     [Continuing  readfmg:] 

Other  banks  consented  to  take  the  $90,000  assigne<l  to  tlie  Uiggs,  in  case  of 
Its  refusal,  but  Mr.  Glover  subsequently  consented  tliat  that  bank  should  take 
its  share.  Solicitor  Elliott,  of  the  comptroller's  office,  was  present,  represent- 
ing the  Treasury  Department.  I,  with  tlie  authority  of  the  Secretary  of  the 
Treasury,  was  telephoned  to  and  confirmed  the  advance  of  the  $1,000,000  to  the 
national  banks.  Mr.  Elliott  drew  up  the  formal  application  of  the  bankers, 
which  all  signed,  as  follow 


Mr.  Chairman,  with  your  permission,  I  will  just  insert  that  with- 
out my  reading  it — or  shall  I  read  it? 

The  Chairman.  It  is  all  right  to  insert  it  without  reading  it;  but 
if  vou  consider  it  important ;- 

Mr.  Williams.  If  you  think  it  is  importailt,  I  will  read  it. 

The  Chairman.  I  do  not  think  it  is  important — any  of  it. 

(The  matter  requested  by  Mr.  Williams  to  be  inserted  in  the  record 
is  as  follows:) 

The  Secretary  of  the  Treasury, 

Washifiijitony  D.  C. 

Sir:  We,  the  undersigned  national  banl^s  of  Washington,  hereby  make  appli- 
cation for  deposit  of  $1,000,000,  .to  be  secured  by  l)onds  or  other  securities  ac- 
ceptable to  the  Secretary,  to  be  delivered  to  tlie  Secretary  on  the  morning  of 
November  22. 

And  we  further  request  that  this  sum  be  delivered  to  the  Munsey  Trust  Co. 
and  charged  to  the  account  of  the  undersigned  national  banks  in  the  amounts 
indicated,  the  Munsey  Trust  O.  having  furnished  securities  and  deposits  to 
be  made  by  the  several  undersigned  banks  with  said  company  in  the  same 

amounts. 

RespectfuUy, 

The  National  Bank  of  Washington,  by  Clarence  F.  Norment  president-  $90, 000 

The  Biggs  National  Bank,  by  William  J.  Flather,  vice  president 90,000 

^ernl  National  Bank,  by  John  Poole,  president 90,000 
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District  National  Bank,  by  Robert  N.  harper,  president $90,000 

National  Metropolitan  Bank,  by  George  W.  White,  president 00, 000 

Commercial  National  Bank,  by  A.  O.  Clapham,  president 00, 000 

Columbia  aNtlonal  Bank,  by  A.  F.  Fox,  president 100, 000 

The  Farmers'  &  Merchanics*  National  Bank  of  Georgetown,  by  William 

King,  president 00, 000 

The  Secord  National  Bank,  by  William  V.  Gox,  president 00, 000 

The  National  Capital  Bank,  by  Thomas  W.  Smith,  president 00, 000 

The  American  National  Bank  of  Washington,  W.  T.  Galliher,  president-    90, 000 

This  order  was  delivered  to  me  at  the  Treasury  Department  at  8.15  o'clock 
Saturday  morning  by  Mr.  Flather,  president  of  the  clearing  house.  At  the 
same  time  securities  for  the  $1,000,000  to  be  deposited  with  the  11  national 
banks  were  presented  by  representatives  of  the  Munsey  Trust  Co. 

On  receipt  of  the  securities  I  gave  the  following  order  on  the  Treasurer : 

NOVEITBEB  22,  1913. 
Treasurer  of  the  IJNrrED  States. 

Washington, 

Sir:  Please  pay  to  the  order  of  the — 

National  Bank  of  Washington $90,000 

The  Riggs  National  Bank 90, 000 

The  Federal  National  Bank 90,000 

District  National   Bank 90, 000 

National  Metropolitan  Bank 90,000 

Commercial  National  Bank 90, 000 

Columbia  National  Bank 100,000 

Farmers'  &  Mechanics'  National  Bank 90,000 

Second  National  Bank 90,000 

National  Capital  Bank 90, 000 

American  National  Bank 90,000 

Respectfully, 

Jwo.  Skelton  Williams, 

Assistant  Secretary. 
This  order  boars  the  following  Indorsement: 

I  hereby  certify  that  various  securities,  including  bonds,  commercial  paper, 
and  collateral  loans  having  a  face  value  of  $1,610311-94  were  duly  received 
by  me  on  November  22,  1913,  checked  over,  and  deposited  In  the  Treasury 
vaults  as  security  for  the  Government's  deposits  of  cash  to  the  aggregate 
amount  of  $1,000,000  with  the  within-mentioned  11  national  banks. 

W.  S.  Elliott, 
Vault  Clerk,  Bond  Division. 

That  shows  the  disingenuousness  of  the  charge  made  by  Mr.  Hogan 
to  the  effect  that  there  has  been  no  assent  in  the  matter  of  protect- 
ing the  Government  or  getting  the  proper  form  of  receipt  before 
deposit  of  the  money. 

Mr.  Chairman  and  gentlemen,  Mr.  Hogan  also  gave  us  a  very  dis- 
torted and  incorrect  statement  of  the  incident  which  happened  early 
in  1913  when  an  employee  of  the  National  City  Bank  or  the  Riggs 
National  Bank,  or  both — whatever  it  was — was  found  to  be  occupy- 
ing a  desk  in  the  office  of  the  then  Comptroller  of  the  Currency,  for 
the  purpose  of  collating  and  compiling  certain  information  from 
bank  reports  which  were  being  received  five  times  a  year. 

The  Chairman.  Have  we  not  gone  into  that? 

Mr.  Williams.  I  have  not  had  the  opportunity  of  ansv^ering  the 
misstatements  made  by  Mr.  Hogan. 

The  Chairman.  Very  well. 

Mr.  Williams.  Mr.  rlogan  enlarges  at  considerable  length  upon 
his  claim  that  the  statement  of  the  Secretary  of  the  Treasury  to 
the  effect  that  this  clerk  had  been  expelled  from  the  Treasury  was 
incorrect.    As  a  matter  of  fact,  Secretary  McAdoo's  statement  in 
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that  re.spoct  was  exactly  riglit.  His  .statement  to  the  pi-ess  announc* 
in^  that  she  had  l)een  expelled  was  the  expulsion  from  the  office  in 
the  Treasuiy  which  she  had  been  occupying  for  sevei*al  years,  for 
certain  j)eriods  of  each  3'ear. 

It  fcsubsoquently  develo])ed  that  while  she  was  expelled,  or  left  the 
office  in  the  Ti-easury  which  she  had  l)een  occupying  she  had  some 
other  work  in  connection  with  the  Riffffs  Bank  or  the  City  Bank 
which  involved  her  visiting  at  certain  hours  of  the  day  or  certain 
days  one  of  the  offices  in  the  basement  of  the  Treasury  where  national- 
bank  notes  are  destroyed,  as  the  representative  of  certain  banks. 

The  Secretary  of  the  Ti-easurv.  as  far  as  I  recall,  knew  that  she 
had  this  other  employment  in  the  basement  of  the  Treasury  for  cer- 
tain hours  in  connection  with  watching  the  destruction  of  bank  notes 
but  the  Secretary's  statement  that  she  had  l)een  expelled  from  the 
office  of  the  comptroller  was  absolutely  and  literally  correct. 

Here  is  a  statement  which  was  made  on  page  105  of  the  hearings 
of  February,  1914.  on  that  subject : 

Senator  IIou.is,  Now,  will  you  i)lease  tell  the  coininittee  nlnrnt  the  incident 
ahoat  Miss  Tnylor.  and  what  you  did  ahout  that? 

Mr.  \Vii.LiAAis.  StHTetary  !McAdoo  sent  to  my  office  an  anonymous  coramunl- 
ration  reeeivc^l  hy  him  char^inp:  that  the  National  City  Rank  was  getting 
si>eclal  information  from  the  eomptroUer's  office.  I  thereupon  made  an  investi- 
gation of  the  matter  and  found  that  the  statements  made  by  this  anonymous 
writer,  whom  I  did  not  know,  were  pi*etty  well  founded,  and  the  result  wa« 
that  Secretary  McAdoo,  when  the  situation  was  placed  before  him 

Senator  AyEEKs  (interposing),  \yhat  were  the  statements  in  the  letter? 

Mr.  Williams.  The  letter  written  by  the  anonymous  writer? 

Senator  Weeks.  Yes. 

Mr.  Williams.  We  never  found  out  who  wrote  the  letter.  It  was  a  letter 
criticizing  the  old  administration  in  various  ways.  That  particular  charge, 
I  think,  was  the  only  one  of  interest  in  this  conne(!tion.  Among  other  things, 
the  letter  charged  discriiiiinatlons  on  the  part  f>f  bank  examiners,  and  things 
of  that  sort.  Hut  this  was  the  only  matter  of  any  interest.  Other  matters 
which  were  looked  into  did  not  se<*m  to  be  of  particular  moment. 

T^pon  receipt  of  that  informati(>n  and  advice  the  Secretary  issue<l  a  public 
statement  to  the  press,  whicli  I  will  read,  if  the  members  of  the  committee 
desire  me  to  do  so. 

This  is  a  statemeiit  pi-epannl  by — well,  T  want  to  say  that  T  was  in  entire 
sympathy  with  it;  tliere  was  no  diflTerence  of  opinion  whatsoever  between 
the  Secretary  and  myself  with  i*egard  to  the  action  which  was  taken  in  the 
matter.  !Mr.  Ailes  endeavoreil  to  show  you  that  the  Secretary  of  the  Treasury 
very  genen)usly  announced  that  the  initiative  was  his;  but  liad  1  l)een  In  the 
Secivtary's  place,  I  should  have  done  precisely  what  the  Secretary  did. 

As  a  matter  of  fact,  the  Swretary  did  take  the  initiative;  he  prepared  the 
statement  and  gave  it  to  the  j>ress.    This  is  the  statement   [reading] ; 

*'A  few  w<»eks  agf)  suggestion  was  made  to  the  Secretary  that  certain  bonks 
had  long  maintaiiuHl  private  employivs  in  tlie  Treasurj-  IVpartment  for  the 
pun>ose  of  reporting  to  them  on  the  transactions  and  business  of  the  Treasury. 

"As  a  result  of  an  investigation  wIjIcIj  was  promptly  l>egiin  it  develops 
that  the  National  City  Hank,  of  New  York,  acting  through  Mr.  Ailes,  \ice 
president  of  the  Mv^^!:^^  National  Hank,  of  Washington,  has  employed  a  clerk 
outside  of  the  <leiiartment,  who  has  been  given  a  desk  in  the  Office  of  the 
Comptroller  of  Currency,  and  who  has  for  the  past  S  or  10  years  made 
regular  reports  to  the  National  City  Haul?  on  the  condition  of  each  national 
bank  in  the  country,  pnunptly  f<»llowing  every  call  of  the  Comptroller  of  the 
Currency. 

**  This  is,  of  course,  irregular  and  improi^er,  and  immediately  upon  its  dis- 
covery it  was  stoppeil.  It  is  only  fair  to  say  that  the  banks  claim  that  the 
information  so  obtained  is  only  such  as  in  due  course  is  made  public  by  the 
individual  banks  or  the  department.  But  the  method  employed  of  installing 
a  private  employee,  with  a  desk  in  the  Treasury  Department,  gives  the  bank 
so  favored  an  undue  advantage  In  the  way  of  advance  information  over  all 
other  banks  in  the  country'.    At  the  same  time  it  tends  to  establish  iDtimate 
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relationships  of  the  employees  of  the  Government  and  to  the  ac*quirement  of 
information  of  a  confldential  nature  that  ouglit  not  to  be  ffiven  to  individuals^ 
or  private  corporations,  and  which,  if  given  at  all,  should  be  published  to  the 
entire  country.  It  is  needless  to  point  out  that  if  any  large  number  of  banl^s 
should  claim  the  same  privilege,  the  Treasury  Department  would  be  overrun 
with  pY-ivate  employees,  to  the  serious  injury  and  detriment  of  the  service. 

"  Many  of  the  transactions  with  the  department  are  necessarily  of  a  confiden- 
tial nature,  and  no  Government  employee  should,  upon  any  inducement  or 
consideration,  supply  informarion  to  any  private  interest  beyond  what  is  given 
out  oflicially  to  all. 

*•  It  was  with  these  rumors  in  mind,  and  for  the  purpose  of  developing  the 
facts,  that  the  Secretary  issued  the  order,  a  few  weeks  ago,  about  giving  in- 
formation by  the  heads  of  departments,  except  through  the  Secretary's  office. 
To  have  fully  exi>lained  at  that  time  the  puri)08e  of  this  order  might  have  de- 
feated the  end  in  view.  Some  of  the  newspapers  unhappily  denounced  this  as 
*  gag  rule,'  and  have  thereby  gi*eatly  impaire<l  the  usefulness  of  an  order  which 
v,as  designed  solely  for  the  public  good  and  to  prevent  the  Treasury  Depart- 
ment from  being  used  for  the  benefit  of  any  special  interest.  The  policy  of 
this  administration  is  *  pitiless  publicity.'  The  Se<.Tetary  is  in  full  sj-miwithy 
with  that  i>olicy,  but,  in  executing  it.  he  is  animated  solely  by  a  desire  to  pre- 
vent the  improi)er  giving  out  of  information  concerning  the  business  of  the  de- 
partment, and  to  secure  the  publication  only  of  such  legitimate  and  authentic 
news  as  will  conserve  and  protect  the  public  interest." 

Senator  We1':ks.  Do  j'ou  think  that  was  improiH»r? 

Mr.  Williams.  I  do  not.     I  think  this  publiwition  was  eminently  opportune. 

Senator  Wi-^cks.  I  mean  did  yoix  think  the  taking  out  of  a  transcript  of  those 
reports  was  improi)er? 

Mr.  Williams.  Unquestionably ;  I  think  it  was  improper  to  have  an  employee 
of  an  outside  bank  installed  in  a  desk  in  the  comptroller's  ofl^ce  having  access 
to  the  re<rords  and  files;  if  the  person  were  scrupulously  honest,  as  we  have  no 
doubt  Miss  Taylor  was — \te  do  not  question  that  at  all — there  would  be  limi- 
tations as  to  the  amount  of  injur>'  done;  but  an  unscrupulous  person  in  that 
position  would  have  been  able  to  get  information  which  might  be  calculated  to 
be  injurious  to  tlie  welfare  of  tlie  adniinistrntio?i  and  the  Government,  and 
Improper. 

Senator  Wkkks.  Well,  is  it  strictly  correct  to  say  Miss  Taylor  was  installed 
in  a  desk  In  the  comptroller's  office? 

Mr.  Williams.  Yvs:  there  was  a  desk  in  tlie  comptroller's  office  which  she 
used  for  between  two  or  three  weeks — probably  17  or  18  days — ui>on  each  call 
of  the  Comi»troller  of  the  Currency.  That  was  the  desk  which  Miss  Taylor 
used.  She  was  there  some  eight  years.  I  am  informed,  during  several  adminis- 
trations. But  as  to  bow  long  she  had  been  using  that  particular  desk  I  do  not 
know;  I  think  probably  a  year.  That  desk  was  used  by  Miss  Taylor  whenever 
she  came  to  transcribe  this  information,  and  she  was  in  a  position  where,  if 
she  had  l)een  an  unscrupulous  person  or  spy,  or  anything  of  that  sort,  great  dam- 
age might  have  resulted. 

Senator  Wkkks.  Is  it  not  a  mistake  to  say  that  she  took  information  before 
others  could  obtain  it? 

Mr.  Williams.  No.  .sir;  it  <leveloi)ed  also  that  she  had  been  sui)plyiiig  the 
sjime  lnformati<m  to  the  Merchants  National  Bank  of  Richmond,  Va. — to  the 
same  bank  to  which  Mr.  Ailes  referred.  I  think  the  Uiggs  National  Bank,  tlie 
National  City  Bank,  and  the  Merchants  National  Bank  were  the  only  three 
banks,  so  far  as  1  know,  that  got  that  information. 

Senator  Wkkks.  Is  there  anything  improper  in  the  information  they  got? 

Mr.  Williams.  As  the  Secretary  has  explained,  it  gave  that  particular  bank 
an  advantage  over  all  other  banks  in  getting  informaticm  many  months  ahead 
of  them. 

If  that  (lo(»s  not  sufficiently  explain,  Mr.  Chuinnan,  I  cun  go  more 
into  details;  but  if  that  is  satisfnctorv  to  you.  T  will  only  quote  that 
much. 

The  Chairman.  It  does  not  seem  to  me  as  though  any  of  it  is  very 
important,  Mr.  Williams. 

Mr.  Williams.  I  do  not  think  so,  either,  Mr.  Chairman;  but  it  has 
been  made  the  basis  of  charges  and  critici.sms  by  one  of  the  witnesses 
before  the  committee  and  I  thought  I  ought  to  reply  to  it. 
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The  Chairman.  I  do  not  understand  the  facts  as  stated  at  that 
time  have  ever  been  disputed. 

Mr.  Williams.  After  getting  all  the  facts  before  the  committee, 
the  committe  acted  on  my  confirmation. 

The  Chairman.  Miss  Taylor  was  exonerated  of  any  improper  use 
of  this  information,  except  that  she  furnished  to  these  banks  in- 
formation which 

Mr.  WiixiAMs.  Advance  information. 

The  Chairman  (continuing).  Which  would  appear  in  the  reports 
of  the  banks? 

Mr.  Williams.  Not  all  of  it ;  only  once  a  year  were  they  published 
by  other  banks. 

Mr.  Chairman,  I  hesitate  to  tax  your  time  and  energies  any  more 
to-day.    It  is  very  hot  weather,  ana  if  you  say  so 

The  Chairman.  The  time  of  the  committee  is  at  your  disposal  if 
you  wish  to  occupy  it  until  5  o'clock. 

Mr.  Williams.  I  have  a  veiy  crowded  desk  this  afternoon.  There 
are  8,000  other  banks  that  I  have  to  give  attention  to. 

The  Chairman.  There  is  no  disposition  on  the  part  of  the  commit- 
tee to  force  you  to  proceed  any  longer  to-da}^ 

Mr.  Williams.  Were  it  not  for  the  public  intei^est  I  would  be  very' 
glad  to  consume  the  next  three-quarters  of  an  hour,  and  I  hope  that 
by  adjourning  now  I  will  not  lose  the  time  which  I  should  otherwise 
have. 

The  Chairman.  To-morrow  morning  we  have  an  executive  session, 
but  I  hope  we  will  be  able  to  proceed  with  this  hearing  in  the  after- 
noon. 

Mr.  Williams.  Before  we  adjourn  I  will  ask  that  there  be  inserted 
in  the  hearings  the  letter  which  I  spoke  of  a  few  moments  ago  and 
which  I  will  read  here,  addressed  to  yourself : 

Chatham  &  Phenix  National  Ran^v  of  the  City  of  New  York, 

New  York,  July  22,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate. 

Dear  Str:  My  attention  has  l)een  directed  to  the  fact  that  at  the  hearings 
before  the  Banlcing  and  Currency  Committee  of  the  Senate  on  the  confirmation 
of  the  nomination  of  John  Skelton  Williams  as  Comptroller  of  the  Currency, 
the  following  statement  has  been  made: 

"  Mr.  Poole,  as  president  of  the  Federal  National  Bank,  shortly  after  his  talk 
with  Mr.  Williams,  was  informed  by  the  officials  of  the  Phoenix  National  Bank 
of  New  York,  that  if  the  Federal  Bank  would  carry  $100,000  of  deposits  for  its 
own  account  with  the  Phoenix  National  Bank,  the  officers  of  the  Phoenix  Na- 
tional Bank  felt  quite  confident  they  could  assure  the  Federal  a  deposit  of 
$500,000  of  the  Emerj^ency  Fleet  Corporation's  funds.'* 

Regarding  the  matter  I  beg  leave  to  say  that  the  statement  referred  to  is  a 
gross  misrepresentation,  and  in  order  that  there  may  not  be  the  slightest  doubt 
on  this  subject,  I  have  investigated  the  matter  personally  by  questioning  each 
officer  of  the  Chathiim  and  Phoenix  National  Banks  as  to  his  knowledge  of  any 
such  alleged  proposition  and  am  absolutely  assured  by  each  such  officer  that  he 
has  never  made  any  such  suggestion  to  Mr.  Poole  or  to  anyone  else,  nor  has  he 
any  knowledge  of  any  such  proposition  ever  having  been  made.  In  view  of  these 
facts  you  will  readily  see  that  the  statement  referred  to  is  absolutely  false. 
Very  truly,  yours, 

L.  G.  Kaufman,  President. 

(Whereupon,  at  4.20  o'clock  p.  m.,  the  committee  adjourned  subject 
to  call  of  the  chairman.) 
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United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D.  G. 

The  committee  met  pursuant  to  call  of  the  chairman  at  2  o'clock 
.  m.  in  the  committee  room,  Senate  Office  Building,  Senator  George 

.  McLean  presiding. 

Present:  Senator  McLean  (chairman). 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency ;  Mr.  John  S.  Wendt,  Mr.  John  S.  Strawn,  and  others. 

The  Chairman.  Mr.  Wendt,  I  understand  you  desire  to  make 
some  statement  in  regard  to  Mr.  Jones.  I  suggest  that  as  we  have 
gone  into  this  pretty  thoroughly  you  limit  your  testimony  to  state- 
ments or  points  you  wish  to  controvert,  and  avoid  as  far  as  possible 
matter  that  is  not  very  important. 

STATEMENT  OF  MB.  JOHN  S.  WENDT,  OF  TTNIONTOWN,  FA.— 

Besumed. 

Mr.  Wendt.  Mr.  Chairman,  I  feel  after  looking  over  the  testi- 
mony of  Mr.  Jones,  given  on  the  24th  instant,  that  it  is  quite  neces- 
sary in  justice  to  the  comptroller,  and  perhaps  in  a  certain  extent 
to  myself,  that  I  should  make  a  further  statement. 

There  are  many  misstatements  of  fact  in  Mr.  Jones's  testimony, 
insinuations,  and  implications  suggested,  and  misstatements  of  law 
to  a  certain  extent,  so  that  it  will  be  necessai'y  for  me  to  some  ex- 
tent to  go  into  the  facts  with  respect  to  the  pledge  of  the  stocks  that 
were  in  the  comptroller's  hands  with  a  view  to  giving  the  committee 
a  clear  understanding  of  the  situation  and  of  the  way  the  trust  arose. 

When  the  bank  failed,  Mr.  Sherrill  Smith  was  appointed  receiver, 
and  sometime  afterwards  he  ascertained  that  certain  stocks  had 
been  placed  in  the  hands  of  McCombs,  Ryan  &  Gordon,  attorneys  of 
New  York,  for  the  purpose  of  securing  Thompson's  indebtedness  to 
that  bank,  and  for  other  purposes,  and  he  came  to  me  with  a  view 
to  getting  advice  as  to  wnat  should  be  done  for  the  protection  of 
the  interest  of  the  bank.  I  ascertained  all  the  facts  I  could  from 
him,  came  to  the  comptroller's  office,  and  examined  their  files,  with 
a  view  to  ascertaining  the  correspondence  that  had  taken  place  be- 
tween the  comptroller  and  McCombs,  Ryan  &  Gordon,  and  after- 
wards went-  to  New  York  and  had  an  interview  with  Mr.  McCombs 
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and  his  partner,  Mr.  Rvan,  with  a  view  to  ascertaining  the  situa- 
tion and  the  facts  with  respect  to  tlie  trust  or  pledge. 

I  found  that  the  agreement  rested  in  parol  to  a  certain  extent, 
and  also  upon  certain  letters  that  had  pasned  between  the  parties. 
The  agreement  was  what  in  law  would  be  termed  an  oral  agree- 
ment, although  it  was  deducible  from  Avhat  pas*«d  between  the 
parties  orally,  and  also  supplemented  by  certain  letters.  The  in- 
tention, I  found,  was  that  the  stocks  should  ultimately  bo  put  into 
the  comptwller's  hands  for  the  purposes  agi-eed  upon. 

After  I  had  consulted  all  those  sources,  and  got  infonnaticm  from 
all  parties  in  interest,  and  in  the  meantime  the  comptroller  had  con- 
sulted Mr.  Thompson,  I  found  that  there  was  sul>stantially  no  dis- 
agreement as  to  the  terms  of  the  trust  oi*  pledge.  In  fact,  Mr.  Smith 
procured  fi'om  Mr.  Thompson,  alx)Ut  Maivh  18,  1915,  a  letter  of  that 
date — and  I  have  that  letter  here  in  my  possession — wherein  Mr. 
Thompson,  in  answer  to  a  question  propomided  by  Mr.  Smith,  said : 

In  repird  to  the  certificates  for  10,000  acres  of  coal  lainl  which  I  left  with 
Mr.  Frederick  R.  Ryan,  of  New  York,  for  deiwsit  with  the  ToniptroUer  of  the 
Currency,  In  accordance  with  the  arnuigeuients  made  with  said  coniptroUer 
at  a  former  conference  l>etween  him,  Mr.  Ryan,  and  myself,  wouhl  state  that 
they  were  to  l>e  deposited,  first,  to  secure  the  payment  of  any  and  all  indebted- 
ness to  said  l>ank  on  which  I  was  in  jiny  way  liable  (which,  of  c(airse,  would 
inure  to  the  benefit  of  depositors). 

Second.  To  secure  from  loss,  equally  and  ratably,  all  dei)ositors  of  the  First 
National  Bank,  Uniontown,  Pa. 

Third.  As  a  protection  and  security  to  all  national  banks  that  may  have 
discounted  and  owned  any  note  or  notes  of  mine. 

Fourth.  Proper  ajrreement  covering  the  terms  of  this  collateral  deposit,  to  be 
furnished  to  me  on  delivery  of  same. 
Yours,  very  truly, 

J.  V.  Thompson. 

Having  ^ot  that  information  and  this  letter  from  Mr.  Thompson, 
I  then  prepared  a  formal  or  written  a^eement  setting  forth  the 
terms  of  the  trust,  and  submitted  it  to  McCouibs,  Ryan  &  Gorcion 
for  execution.  The  ascreeinent  provided  also  for  the  transfer  of  the 
stocks  to  the  eomptix)ller,  as  originally  intended.  McCombs,  Ryan  & 
Gordon  said  that  the  terms  set  forth  in  the  agreement  were  true  and 
correct,  but  in  view  of  the  fact  that  Mr.  Thompson  was  not  then  sui 
generis,  but  recei>'ers  had  been  appointed  for  his  estate  by  a  court  of 
Favette  County,  Pa.,  that  thev  could  not  advise  him  to  execute  the 
agreement:  that  they  would  not  transfer  the  certificates  until  we  pro- 
cured not  only  Mr.  Thompson's  consent  but  the  con«Jent  of  his  iTt- 
ceivei's. 

The  receive I's  wore  then  consulted,  and  they  Si\id.  after  investiga- 
tion: "The  terms  set  forth  are  cori-ect,  but  we  would  like  to  be  pro- 
tected by  an  order  of  court  authorizing  us  to  execute  such  an  agree- 
ment or  to  consent  to  such  a  transfer  on  those  terms." 

Tn  that  situation,  then,  I  advised  Mr.  Strawn  to  pi-esent  a  petition 
to  the  court  which  appointexi  those  receivei-s  for  J.  V.  Thompson's 
estate,  setting  forth  the  tenas  of  the  trust,  which  was  substantially 
agreed  to,  and  asking  the  court  to  make  an  order  authorizing  the 
receivers  to  consent  to  the  transfer  of  those  certificates  to  the  comp- 
troller upon  those  tenns. 

Pui"suant  to  that  advice,  a  i)etition  was  prepared  and  presented  to 
the  said  court  by  Mr.  Strawn,  who  was  the  receiver  of  the  First 
National  Bank  of  Uniontown,  which  vou  will  find  in  the  record. 
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which  I  believe  has  all  been  offered  here  by  Mr.  Jones,  in  Avhich  Mr. 
Strawn  set  forth  that  these  certificates  were  then  in  the  possession 
of  McCombs,  Ryan  &  Gordon,  and  had  been  placed  there  by  Mr. 
Thompson,  indoi-sed  by  him  in  blank,  for  the  purpose,  first,  of 
securing  payment  of  all  indebtedness  of  Thompson  to  the  First 
National  liank  of  Uniontown.  Pa.;  second,  of  securing  and  protect- 
ing all  depositors  of  said  First  National  Bank  of  Uniontown,  Pa., 
from  loss;  and,  third,  of  securing  payment  of  notes  of  Thompson 
held  by  other  national  banks,  setting  forth  that  the  indebtedness 
had  not  been  paid,  etc.,  and  praying  that  the  court  would  authorize 
the  transfer  or  the  certificates  to  the  comptroller  in  that  trust. 

That  petition  was  answered  in  writing  by  the  receivers  of  Thomp- 
son, who  admitted  the  facts  set  forth  in  the  petition  to  be  true,  and 
joined  in  the  prayer  of  the  petition.  The  petition  was  also  answered 
in  writing  in  a  formal  Avay  by  J.  V.  Thompson,  who,  by  his  answer, 
signed  by  him,  admitted  that  he  had  read  the  petition  and  found 
the  statements  therein  contained  to  be  true  and  correct,  and  joined 
in  the  prayer  of  the  petition. 

Thereupon  the  court,  upon  a  hearing,  made  a  decree  setting  forth 
the  terms  of  this  trust  as  I  have  stated  it,  as  it  was  set  forth  in  the 
petition  of  Strawn,  and  consented  to  by  Thompson  and  his  receivers, 
and  authorized  the  receivers  of  Thompson  to  consent  and  agree  to 
the  transfer  to  the  comptroller  of  those  certificates  on  the  terms  set 
forth  in  the  petition,  which  were  incorporated  in  the  decree,  and  pro- 
vided further: 

That  the  said  stocks  shall  not  be  sohl,  assigned,  transferred,  convertetl,  or 
^itherwise  disposeil  of  by  sjiid  comptroller  prior  to  Marcli  1,  1916,  and  after  the 
expiration  of  said  period,  only  when  and  in  such  manner  as  may  i>e  agreed 
nix>n  by  said  Thoini)son,  or  Ids  legal  repi*esentatlves  and  sjiid  comptroller,  and 
in  default  of  such  agrceni(»n(,  when  an<l  in  snch  manner  as  may  be  determine<l 
by  a  conrt  of  competent  jiiriscliction,  and  that  said  Tliompson  or  his  legal  repre- 
sentatives, sliall  have  the  right  to  re<U»em  said  stoclvs  at  any  time  in  the  Interim 
on  the  payment  of  a  sum  not  exceeding  $750,000. 

There  was  no  dispute  as  to  the  terms  of  the  agreement,  and  they 
were  set  forth  in  the  decree  pursuant  to  the  written  admission  of 
all  the  parties  in  interest,  that  is,  those  who  were  consulted  at  that 
lime,  the  receiver,  Thompson  and  his  receivers,  and  the  comptroller. 

The  Chairman.  Everybod.y  except  the  outside  stockholders? 

Mr.  AVendt.  Everybody  except  the  stockholders  of  the  bank.  Of 
course,  they  were  not  heard.  They  were  not  piesent  nor,  indeed,  of 
course,  did  they  have  notice  of  the  proceedings. 

But  to  this  day,  as  I  understand  it,  there  is  no  dispute  as  to  the 
terms  of  the  trust.  The  dispute  is,  really,  I  think,  as  to  the  meaning 
of  the  first  clause  in  tlie  trust  agi*eement,  that  is,  the  meaning  of  the 

Ehrase,  ''  all  indebtedness  of  said  Thompson  to  the  First  National 
►ank  of  Uniontown."  That  is  substantially  the  language,  you  will 
observe,  that  was  in  Mr.  Thompson's  letter. 

The  Chair:man.  There  is  no  dispute  about  that. 

Mr.  Wendt.  Subsequently,  however,  a  dispute  arose  as  to  whether 
these  stocks  secured  indebtedness  owing  by  parties  to  the  First  Na- 
tional Bank  of  Uniontown  represented  by  notes  and  other  obliga- 
tions to  which  Mr.  Thompson  was  not  a  partj\ 

The  Chairman.  As  to  whether  thev  were  to  his  direct  or  indirect 
creditors. 
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Mr.  Wendt.  In  other  words,  there  were  a  lot  of  obligations  there 
in  the  bank,  notes  and  other  obligations,  to  which  Mr.  Thompson 
was  not  paily  as  maker,  indorser,  or  guarantor,  and  which  he  clamied 
wei*e  secured  by  this  stock,  and  this  phrase,  ^^  all  indebtedness,"  said 
Thompson,  covered  those  obligations,  because  they  had  really  been 
made  in  some  way  for  his  benefit.  That  dispute  arose  after  this 
thing  had  been  executed.  Mr.  Thompson  raised  the  question,  and  the 
question  was  raised  by  certain  stockholders  of  the  bank.  But  tibtt 
committee  will  observe  that  this  letter  of  Mr.  Thompson,  in  which  he 
sets  forth,  at  the  time  that  we  were  ascertaining  what  the  terms  of 
the  trust  were,  is  substantially  the  phraseology  used  in  the  decree  of 
the  conrt,  and  that  having  been  assented  to  by  Thompson  and  his 
trustees,  and  they  at  that  time  having  the  power  to  fix  the  terms  of 
the  trust,,  and  the  comptroller  and  the  receiver  being  the  other  par- 
ties to  it,  I  always  felt  there  was  no  uncertainty  about  the  terms  of 
the  trust.  The  uncertainty  that  existed  was  as  to  the  interpretation 
or  construction  of  the  agreement  itself. 

The  committee  will  observe  that  under  that  trust  the  comptroller 
was  trustee  for  the  receiver  of  the  bank,  who  represented  the  deposi- 
tors, and  he  was  also  a  claimant  against  Thompson's  estate  to  re- 
cover the  indebtedness  of  Thompson  to  the  estate,  and  the  comptrol- 
ler was  also  trustee  for  other  national  banks.  I  always  advised  the 
comptroller  that  the  terms  of  the  trust  having  been  fixed  in  that 
way  by  Thompson's  consent,  the  consent  of  his  ow^n  receivers,  by  the 
very  letter  he  had  written,  the  construction  or  interpretation  of  the 
terms  of  the  trust  was  a  matter  for  the  court,  that  the  court  would 
have  to  determine,  and  that  the  comptroller  should  not  express  any 
opinion  on  this  dispute  which  manifestly  existed  between  the  receiver 
of  the  bank  and  the  other  national  banks. 

The  Chairman.  Of  course,  the  stock  was  in  fact  delivered  some 
time  before  this  agreement  was  reduced  to  writing? 

Mr.  Wendt.  Exactly. 

The  Chairman.  And,  as  1  understand  it,  Mr.  Jones's  contention 
was  that  in  the  original  parol  agreement  it  was  understood  that 
these  stocks  were  to  be  held  for  the  depositors  for  the  direct  and  in- 
direct indebtedness  of  Mr.  Thompson  ? 

Mr.  Wendt.  That  is  the  contention. 

The  Chairman.  That  is  his  contention  ? 

Mr.  Wendt.  Yes. 

The  Chairman.  And  that  when  reduced  to  writing  the  language 
used  was  susceptible  of  another  interpretation  ? 

Mr.  Wendt,  Yes. 

The  Chairman.  He  endeavored  to  get  Mr.  Williams  to  agi^ee  to 
his  understanding  of  the  original  agreement,  and  Gov.  Buchanan 
practically  agreed  Avith  Mr.  «fones,  and  that  Mr.  Williams  declined 
at  the  interview  to  give  any  written  statement  of  what  the  original 
trust  was.  It  seems  to  me,  Mr.  Wendt,  that  it  is  not  necessary  for 
you  to  take  up  very  much  time.    There  is  the  question. 

Mr.  Wendt.  Further,  I  may  say  this,  that  in  view  of  this  dispute 
that  exists  between  the  other  national  banks  and  the  receiver,  or  par- 
ties whom  the  receiver  represents 

The  Chairman  (interrupting).  WTiat  equity  the  stockholders,  or 
the  parties  he  represented,  may  ultimately  have  in  the  event  the 
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stock  is  disposed  of,  as  he  claims  the  original  deposit  was  for,  I  do 
not  know. 

Mr.  Wendt.  In  view  of  the  circumstances  it  seemed  to  me  that  for 
the  comptroller  to  make  a  statement  of  what  his  understanding  was 
before  the  question  came  up  properly  before  the  court  for  distribu- 
tion might  be  susceptible  to  misunderstanding,  and  there  was  no 
obligation,  it  seems  to  me,  upon  the  comptroller  to  make  any  ex  parte 
statement  at  that  time,  or  at  any  time,  as  to  what  the  agreement  was. 

The  Chairman.  That  was  made  clear  by  the  comptroller  and  by 
Gov.  Buchanan. 

Mr.  Wendt.  Long  after  the  period  of  redemption  had  expired, 
the  other  national  banks  began  demanding  that  this  stock  be  con- 
verted, and  manifestly  the  comptroller  was  in  a  delicate  position  as 
trustee,  and  it  was  his  duty  to  see  that  all  parties  in  interest  were 

grotected,  and  under  my  advice  the  bill  was  filed  in  the  District 
lourt  of  the  United  States  for  the  western  district  of  Pennsylvania 
for  a  sale  of  the  stock,  and  for  the  court  to  distribute  the  proceeda 

The  Chairman.  Whatever  he  did,  he  did  with  the  advice  of  his 
counsel  ?  • 

Mr.  Wendt.  Undoubtedly;  and  I  assume  responsibility  for  it. 

The  Chairman.  That  being  so,  it  seems  to  me  it  is  not  worth  while 
for  you  to  take  very  much  of  our  time  in  regard  to  that  matter. 

Mr.  Wendt.  Very  good,  Mr.  Chairman.  The  court  stated  clearly, 
at  the  time  this  proceeding  was  heard^  that  they  had  not  reach^  the 
point  where  they  would  determine  this  dispute  as  to  the  application 
of  the  proceeds,  and  that  that  could  only  be  properly  determined 
after  the  stock  had  been  sold  and  the  proceeds  brought  into  court; 
and  then  everybody  in  interest  would  get  a  notice  from  a  master, 
arid  they  then  could  all  come  in  and  be  heard  with  respect  to  the 
claims,  and  the  comptroller  can  be  cited  there  as  a  witness,  his  testi- 
mony can  be  obtained,  and  there  is  not  anything  in  the  contention,  it 
seems  to  me,  that  the  comptroller  has  violated  his  duty  or  shown  any 
bad  judgment,  even,  in  the  circumstances. 

The  Chairman.  Whatever  he  did,  he  did  it  by  the  advice  of  his 
counsel  ? 

Mr.  Wendt.  There  was  nothing  done  in  the  proceeding  except  un- 
der my  advice. 

The  Chairman.  The  responsibility  shifted  to  you,  under  the  cir- 
cumstances ? 

Mr.  Wendt.  I  think  so.  The  comptroller  in  that  proceeding  has 
done  nothing  which  would  indicate  to  me  any  bias  in  any  way,  or,  I 
may  say,  any  bad  judgment.  I  certainly  have  not  been  controlled  by 
him  in  any  way  to  do  anything  which  I  did  not  believe  was  proper 
for  a  trustee  to  do  under  those  circumstances,  whatever  his  relations 
may  have  been  to  the  First  National  Bank  of  Uniontown. 

The  relation  that  the  sale  of  this  stock  had  to  the  sale  of  the  bank 
building  was,  I  think,  pretty  fully  explained  by  me  in  the  former 
statement. 

The  Chairman.  Yes. 

Mr.  Wendt.  Mr.  Jones  has  reiterated  here  the  statement  that  by 
selling  the  bank  building  before  the  stock  was  sold  an  injury  was 
done  to  the  stockholders,  which,  I  think,  upon  examination  will  be 
found  to  be  absolutely  without  any  foundation  at  all,  because  the 
bank  building  was  the  primary  asset  for  the  payment  of  the  depos- 
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itoi's,  and  this  stock  could  only  be  resorted  to  after  the  assets  of  the 
bank  had  been  exhausted  for  tliat  purpose,  and  the  stockholders  of 
the  bank  had  no  interest  in  the  sale  of  the  stock,  except  to  the  extent 
that  it  was  pledged  for  the  payment  of  the  indebtedness. 

The  Chairman.  \ou  remember  you  went  into  that,  and  I  do  not 
think  it  is  worth  while  to  take  any  more  time. 

Mr.  Wenut.  There  is  one  thing  I  wish  to  call  attention  to,  and 
that  is  that  Mr.  Jones  stated  that  I  had  testified  falsely  that  there 
had  been  a  full  hearing  on  the  petition  to  sell  the  bank  building.  The 
facts  respecting  that  are  these:  The  petition  was  fii-st  presented  by 
Mr.  Strawn's  local  counsel  at  Uniontown,  and  an  order  obtained  to 
sell  the  building  on  30  days'  notice  in  the  usual  way,  as  provided  by 
the  statute,  the  act  of  Congress  i*egulating  the  sale  of  property  of 
national  banks. 

Later  the  trustees  of  Thompson,  bankrupt,  filed  a  petition  to 
i-esti-ain  and  enjoin  the  sale.  Some  hearing  was  liad  upon  that 
Then  Mi\  Samuel  Unterniyer,  who  was  I'epresenting  creditors  of 
Thompson,  and  Mr.  Leo  Weil,  who  was  representing  Thompson's  trus- 
tees, imi)ortuned  the  comptroller  to  postpone  the  sale  of  the  bank 
building,  alleging  that  they  were  negotiatmg  for  the  sale  of  Thomp- 
son's assets  in  bulk,  which  would,  in  their  judgment,  ultimately  maKe 
the  sale  of  the  bank  building  unnecessary.  At  any  rate,  they  wanted 
the  matter  held  in  statu  quo. 

The  compti*olIer  said  tliat  if  he  could  be  siitisfied  that  such  a  sale 
would  be  made  promptly,  or  within  a  reasonable  time,  it  would  be 
good  gi-ound  to  postpone  the  sale.  They  said  that  if  he  would  post- 
pone the  sale  for  a  month,  so  as  to  give  them  an  opportunity  to 
demonstrate  that  fact,  they  would  withdraw  their  ]>etition  opposing 
the  sale.  The  sale  was  postponed  for  a  month.  In  the  meantime, 
the  comptroller  asked  Mr.  Strawu  and  myself  to  go  to  New  York 
with  a  view  to  consulting  Mr.  Untermyer,  and  ascertaining  what  the 
situation  was  with  I'esj^ect  to  that  negotiation  for  a  sale  of  Thomp- 
son s  assets  in  bulk,  and  the  effect  that  would  have  upon  the  necessitv 
for  selling  the  bank  building.  Mr.  Strawn  and  I  went  to  Xew  York 
on  two  occasions,  met  Mr.  Untermyer  at  his  house  on  the  first  occa- 
sion, and  Mr.  Weil  was  there,  and  several  parties  interested  in  this 
proposed  sale.  We  had  no  absolute  authority  to  bind  the  comp- 
troller, but  we  were  there  as  his  representatives,  with  a  view  to  in- 
forming him,  as  best  we  could,  as  to  the  facts,  and  making  a  recom- 
mendation. 

Mr.  Untermver  said  that  if  we  would  come  back  about  a  week 
later  he  would  intro<luce  us  to  the  parties  who  were  conducting  the 
negotiations,  submit  us  the  contract  which  he  said  was  about  to  be 
signed,  and  convince  us  that  it  was  not  necessary  to  make  a  sale  of 
that  bank  building  and  that  it  was  not  necessary  to  make  a  sale  of 
these  stocks  either.  I  told  Mi\  Untermyer  that  some  of  the  other 
national  banks  interested  in  these  coal  stocks  were  demanding  that 
they  be  sold,  and  threatening  to  file  a  bill  against  the  coipptroUer 
and  other  parties  to  procure  a  sale  of  them  if  the  comptroller  did  not 
act,  and  that  in  view  of  the  fact  that  it  would  be  some  montlis  before 
the  sale  could  be  effected  at  any  rate,  I  thought  the  bill  should  be 
filed  pretty  promptly  so  as  to  avoid  any  criticism  on  the  part  of  these 
other  national  banks  that  the  comptroller  was  not  performing  his 
duty,  and  that  after  a  bill  had  been  filed,  and  good  reasons  was  shown 
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why  a  sale  should  not  be  promptly  made  at  any  tune,  the  conrt  or  the 
ccmiptroller,  perhaps,  could  control  it  and  do  justice. 

We  went  back  a  second  time  to  New  York,  and  were  introduced 
to  certain  parties  who  were  connected  with  or  related  to  the  National 
City  Bank  of  New  York,  who  were  conducting  negotiations,  and  had 
about  entered  into  an  agreement  by  which  they  procured  an  option 
only  to  buy,  indirectly,  Thompson's  assets — and  they  were  Thomp- 
son's assets  and  not  the  bank's — on  certain  terms.  On  this  occasion 
we  foimd  that  this  was  merely  an  option,  which  ran  for  90  days,  and 
these  parties  who  were  so  negotiating  said  they  did  not  know  whether 
or  not  they  would  want  the  bank  sold  if  they  bought  Thompson's 
assets,  they  did  not  know  anything  about  it,  and  there  was  no  assur- 
ance, they  could  not  give  lis  any  assurance,  that  if  they  purchased 
the  assets,  they  would  redeem  these  stocks  at  the  price  fixed.  In 
fact,  under  the  circumstances,  in  view  of  the  dispute  that  existed,  I 
perceived  no  way  that  the  comptroller  could  dispose  of  those  stocks 
except  under  the  protection  of  a  decree  of  the  court,  which  would 
protect  him  from  any  charge  of  negligence  or  bad  judgment,  or  any- 
thing of  that  sort. 

So,  after  the  receiver  and  I  had  ascertained  all  the  facts  from 
these  gentlemen  who  were  then  negotiating,  we  came  to  the  conclu- 
sion that  there  was  not  anything  tangible  which  would  warrant,  or 
at  least  require,  the  receiver  to  nirther  stay  his  hand  in  selling  that 
bank  building,  for  the  reason  that  the  receiver  had  no  other  asset 
then  which  he  could  dispose  of  with  a  view  to  further  liquidating 
the  debts  of  the  bank,  the  amount  of  which  then  remaining  un- 
liquidated was  over  $1,000,000,  and  as  that  was  the  primary  fund  for 
the  payment  of  them,  we  felt  that  there  was  not  any  good  reason  to 
further  stay  the  sale  of  the  bank  building. 

Then  the  sale  was  readvertised.  It  was  contended,  it  is  true,  that 
it  was  in  violation  of  an  agreement  Mr.  Strawn  and  I  had  made  in 
New  York  at  Mr.  Untermyer's  house.  That  is  absolutely  not  true. 
We  made  no  such  agreement.  We  left  after  we  had  gotten  this  in- 
fonhation.  We  told  him  that  we  had  no  authority  to  bind  the  comp- 
troller, and  we  reported  fully  the  information  we  had  gotten  to  the 
comptroller,  and  I  believe  that  Mr.  Strawn  made  a  recommendation 
that,  in  his  judgment,  the  building  ought  to  be  sold,  for  the  reason 
that  it  was  then  an  opportune  time  to  sell  it,  and  he  thought  that  it 
would  not  occur  again,  and  as  there  was  nothing  tangible  in  these 
negotiations  which  would  warrant  anybody,  at  least  warrant  us,  in 
believing  that  the  necessity  for  the  sale  of  the  bank  building  obviated, 
we  felt  it  Avas  necessary  to  go  ahead.  The  interest  on  the  debts  of  the 
bank  was  accumulating,  and  the  interest  on  Thompson's  debts,  which 
were  secured  by  these  stocks,  was  accumulating. 

The  Chairman.  How  many  bids  were  there  on  the  building? 

Mr.  AVendt.  I  think  half  a  dozen.     Were  there  not,  Mr.  Strawn? 

Mr.  Strawn.  Yes. 

Mr.  Wendt.  Half  a  dozen  bids.  It  was  bid  up  from  some  four 
hundred  odd  thousand  to  $700,000,  my  recollection  is. 

The  day  before  this  postponed  sale,  the  trustees  of  Thompson  and 
Mr.  Jones  and  some  others  rushed  down  to  the  court  at  Pittsburgh 
and  asked  an  order  to  restrain  this  sale.  Then  there  was  a  full 
hearing  there  at  that  time.  I  was  in  at  that  hearing,  and  Mr. 
Higby,  Mr.  Strawn's  local  counsel,  Mr.  Jones,  I  believe,  Mr.  WeiU 
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and  some  others  were  there.  There  was  an  argument,  a  full  state- 
ment of  the  facts,  and  the  court  considered  it  fully  and  decided  that 
he  would  not  postpone  the  sale,  that  he  had  confidence  in  the  re- 
ceiver's judgment.  And  there  was  not  a  complaint  made.  Ample 
opportunity  was  given,  notice  was  given  of  a  later  date_  when  it 
would  be  confirmed,  and  ample  opportimity  for  exceptions  was 
given,  but  no  complaint  was  made  by  Mr.  Jones  or  his  clients,  or 
anybody  else.  And  the  complaint  that  any  wrong  was  done  by  the 
comptroller  in  the  sale  of  that  building  seems  to  me  ridiculous  and 
absurd.  The  comptroller  is  bound,  of  course,  to  a  certain  extent  to 
rely  upon  the  judgment  of  the  receiver,  and  there  was  no  subject 
that  received  any  greater  consideration,  in  my  judgment,  by  this  re- 
ceiver, nor  could  any  greater  consideration  have  been  given  to  the 
matter  than  was  given  by  this  receiver,  who  exercised,  I  thousht, 
great  care  with  a  view  to  protecting  the  interests  of  the  stockholders 
of  this  bank. 

CSomplaint  has  been  made  by  Mr.  Jones  of  the  comptroller's  action 
in  procuring  this  stock  to  be  transferred  to  himself  and  in  voting 
at  a  directors'  meeting.    Stock,  you  will  recall,  was  in  two  cor- 

gyrations,  one  the  Liberty  Coal  Co.,  the  other  the  Wetzel  Coal  & 
oke  Co.  In  neither  company  had  the  comptroller  a  majority  of 
stock.  We^  found  in  December,  1917,  that  the  taxes  were  not  being 
paid  on  this  coal  and  were  accumulating  ra))idly,  and  that  in  one 
case  the  sheriif  or  tax  collector  down  there  in  West  Virginia  had 
advertised  the  property  for  sale.  It  was  not  being  protected  by 
the  corporation,  which  was  really  dominated  by  Mr.  Thompson  at 
that  time. 

We  further  found  that  Mr.  Thompson,  in  whose  name  the  stock 
then  stood  on  the  books  of  the  corporation,  had  procured  a  meeting 
of  the  stockholders  of  the  Liberty  Coal  Co.  to  be  held  on  the  1^ 
of  December,  1917,  and  then  induced  the  stockholders  who  were 
present,  no  notice  being  given  to  the  receiver  of  the  bank  or  to  the 
comptroller,  to  authorize  the  granting  of  an  option  upon  all  the 
property  of  that  company,  to  another  company  supposed  to  be  repre- 
senting parties  negotiating  for  the  purchase  of  Thompson's  prop- 
erty^  for  a  period  of  three  years,  with  the  privilege  of  further  ex- 
tension of  two  years,  or  five  years  in  all.  unless  at  a  specified  time 
prior  to  the 'expiration  of  the  three  years  the  owners  should  give 
notice  of  revocation. 

It  seemed  clear  to  me,  and  I  so  reported  to  the  comptroller,  that 
this  option  was  given  to  this  syndicate,  who  were  then  negotiating 
for  the  purchase  of  the  property,  in  order  to  give  them  an  absolute 
control  6f  that  coal  acreage  for  that  period.  They  were  under  no 
obligation  to  purchase,  except  at  the  end  of  the  three  years,  and  then 
they  had  merely  the  option  to  purchase,  and  the  option  was  stated 
to  be  irrevocable,  and  the  holders  of  the  option  did  not  assume  to  pay 
any  obligations  or  the  taxes  on  the  coal,  and  it  seemed  to  me,  and  I 
reported  it  to  the  comproller,  that  in  my  judgment  that  option  was 
highly  prejudicial  to  the  value  of  the  shares  of  stock  of  the  Liberty 
Coal  Co.  which  were  in  his  hands,  and  in  my  opinion  nobody  would 
buy  this  stock  with  the  knowledge  that  there  was  an  outstanding 
option  for  the  sale  of  it  which  practically  deprived  the  company  o3 
the  right  to  sell  for  a  period  of  five  years,  and  at  the  end  of  the 
period  the  option  might  not  be  exercised,  and  the  company  might 
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be  in  a  situation  where  the  coal  was  depressed,  and  the  consequence 
was,  if  that  option  stood  and  we  had  to  sell  this  stock,  it  would  depre- 
ciate the  market  value  of  it. 

It  seemed  to  me  an  action  which  was  injurious  to  the  interests  of 
the  beneficiaries  represented  by  the  comptroller  as  trustee  of  these 
stocks.  I  reported  that,  and  advised  the  comptroller  that  in  view  of 
that  action,  which  Avas  taken  without  consultation  with  the  comp- 
troller, those  stocks  ought  to  be  transferred  into  his  name  as  pledgee 
or  trustee,  so  that  he  could  represent  his  beneficiaries  at  any  corpo- 
rate meeting  and  protect  them  against  acts  of  that  character. 

The  Chair !ki AN.  I  do  not  think  you  need  go  into  that  any  further, 
unless  you  desire  to. 

Mr.  Wendt.  Pursuant  to  that,  the  stocks  were  transferred  to  him  as 
pledgee,  not  personally. 

The  Chairman.  I  understood  that. 

Mr.  Wendt.  And  there  was  nothing  done  there  by  the  comptroller 
except  under  my  advice,  and  I  know  of  nothing  which  would  indicate 
in  the  slightest  degree  that  he  had  any  personal  interest  in  it,  or  that 
he  ever  attempted  or  intended  in  any  way  to  procure  any  personal 
benefit  out  of  the  trust  in  any  manner,  shape,  or  form,  and  a  charge  or 
insinuation  of  that  sort  is  absolutely  unfounded,  and  must  be,  it  seems 
to  me,  prompted  only  by  malice. 

Another  complaint  made  by  Mr.  Jones  of  my  conduct  in  this  liti- 
gation respecting  the  stock  is  that  I  had  promised  him  to  give  him 
notice  of  hearing  upon  the  bill  at  the  time  that  his  petition  tor  leave 
to  intervene  was  denied. 

When  his  petition  for  leave  to  intervene  was  presented  and  argued 
before  the  court  the  court  stated  that  the  reason  for  his  intervention, 
as  stated  in  his  petition  and  by  him  orally,  would  not  warrant  the 
intervention  at  that  time,  that  there  was  no  intention  on  the  part  of 
the  court  to  decide  the  controverted  questions  as  to  the  distribuion  of 
he  proceeds  until  after  a  sale  had  been  had,  and  that  was  the  pratcice 
of  the  court — to  sell  the  stocks  and  then  give  notice.  j 

He  apparently  Avas  so  well  satisfied  with  his  retusal  to  allow  him 
to  intervene  that  he  did  not  even  have  the  petition  filed ;  for  if  you  will 
look  at  the  transcript  of  record — I  presume  he  filed  it— you  will  find 
there  is  no  entry  by  the  clerk  upon  the  docket  of  the  petition  having 
been  filed.  My  recollection  is  that  the  court  said,  "  You  have  not 
charged  any  fraud  or  bad  faith  on  the  part  of  the  receiver,  and  at  any 
rate  the  question  is  not  to  be  determined  now,  and  you  will  get  notice 
later." 

I  said  to  him,  "  "Wlienever  a  master  is  appointed  and  the  question  of 
the  distribution  of  the  proceeds  comes  up  in  which  you  are  interested, 
I  will  see  that  you  get  notice." 

That  time  has  never  arrived,  because  there  has  been  no  sale  of  these 
stocks.  The  trustees  of  Thompson,  the  bankrupt,  took  an  appeal  from 
the  decree  after  it  was  entered  by  the  court  ordering  the  master  to  sell 
with  a  view  to  holding  up  the  sale,  and  it  has  been  held  up  by  reason 
of  the  pendency  of  that  appeal. 

Mr.  Jones's  stntement  as  to  agreements  made  with  Mr.  Untermyer, 
and  many  other  things,  are  manifestly  based  on  hearsay  of  somebody — 
we  do  not  know  whom — because  he  was  not  present  at  that  meeting 
with  Mr.  Untermver,  nor  was  he  present  at  any  time  when  I  ever  had 
any  conference  wfth  anybody  connected  with  these  matters,  and  whom 
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he  represents  I  do  not  know.  I  undei^stand  that  certain  parties  he  says 
he  represents,  and  formerly  did — stockholders — now  deny  that  he  rep- 
resents them. 

The  Chairman.  As  far  as  that  is  concerned,  that  is  hearsay  with 
you. 

Mr.  Wendt.  Yes,  that  is;  that  is  true.  But  when  you  c^mo  to  ex- 
amine his  testimony  as  to  the  parties  he  represents  you  will  see  he  is 
talking  of  the  time  when  he  presented  the  petition  to  intervene.  He 
mentions  the  stockholders  he  then  represented,  and  he  says  he  has 
never  been  discharged.  He  was  assuming  then  to  act  in  this  matter 
here  on  an  authority  given  to  him  to  intervene  in  the  stockholders' 
suit.  And  that  is  the  effect  of  his  testimony.  He  does  not  say,  as  I 
understand  his  testimony — ^I  looked  at  it  this  morning — ^that  he  re- 
ceived any  specific  authority  from  these  stockholders  to  come  down 
here.  There  may  be,  perhaps,  one  or  two  of  them  that  say  he  could 
I'epresent  them  here.  But  as  to  the  bulk  of  them  his  authority  rests 
upon  the  supposed  authority  granted  to  allow  him  to  intervene  in  that 
proceeding  but  not  upon  any  specific  authority  to  appear  here. 

There  is  nothing  further,  I  think,  that  I  need  say  here,  excepting 
this,  that  if  you  care  to  examine  the  history  of  the  liquidation  of  this 
bank  I  think  you  will  find  that  the  liquidation  has  not  only  been  skill- 
fully done,  but  that  in  every  respect  it  has  l)een  done  with  due  regard 
to  all  parties  in  interest,  and  that  there  has  been  no  more  fortunate 
liquidation  of  any  similar  trust  in  the  history  of  national  banks. 

And  there  is  this  one  fact  which  ought  to  be  borne  in  mind,  that 
when  this  bank  failed  and  Mr.  Thompson  failed  simultaneously  the 
bank  was  as  insolvent  as  Mr.  Thompson.  Since  that  time  the  re- 
ceiver of  the  bank,  under  the  direction  of  the  comptroller,  has  paid  all 
of  the  depositors  of  the  bank  and  has  assets  in  his  hands  which  will 
ultimately,  if  properly  administered,  I  believe,  result  in  paying  the 
stockholders  perhaps  $500  a  share;  maybe  more. 

On  the  other  hand,  Mr.  Thompson's  representatives,  his  trustees  in 
bankruptcy,  have  not  paid  a  dollar  to  any  unsecured  creditor  of  Mr. 
Thompson,  and  they  are  now  asking  the  court  to  confirm  the  sale  in 
bulk  of  his  assets,  which  it  is  estimate  will  pay  the  unsecui-ed  credi- 
tors, the  most  optimistic  say,  40  per  cent ;  l)ut  my  guess  is  that  if  the 
unsecured  creditors  of  Mr.  Thompson  get  20  per  cent  they  will  be  for- 
tunate if  that  sale  is  confirmed.  The  stockholders  of  this  bank,  I 
think,  are  luckj*^  and  fortunate  in  having  the  affairs  administered  as 
they  were. 

The  Chairman.  Wliat  was  the  stock  worth  at  its  pitch  ? 

Mr.  Wendt.  I  do  not  know.  Mr.  Thompson  held  65  per  cent  of  it. 
The  receiver  may  be  able  to  answer  that  question.  It  was  not  a  stock 
dealt  in  commonly,  you  Imow.  It  was  practically  what  you  call  a  close 
corporation,  the  bulk  of  it  owned  by  Mr.  Thompson.  lie  dominated  it 
absolutely  and  used  it  pretty  much  as  his  own  bank.  The  cashier 
owned  some  of  the  stock,  but  he  was  pretty  much  controlled  by  Mr. 
Thompson  by  reason  of  his  control  of  the  stock.  I  can  not  answer 
as  to  what  sales  were  made. 

The  Chairman.  That  is  all  right. 

Mr.  Wendt.  Mr.  Jones  has  filed  with  the  committee,  I  believe,  a 
copy  of  the  brief  filed  in  the  United  States  Circuit  Court  of  Appeals 
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in  the  case  for  the  foreclosure  sale  of  the  stocks  by  the  trustees  of 
J.  V.  Thompson,  bankrupt.  In  order  to  make  the  record  complete 
I  would  like  to  file  a  copy  of  our  brief. 

The  Chairman.  I  do  not  know  whether  we  shall  print  either  one 
of  them.  The  citations  he  gave  us  will  probably  be  included  in  the 
record. 

Mr,  Wendt.  He  read  from  the  brief  of  counsel  for  the  appellants. 

The  Chairman.  Unless  you  think  it  is  very  important^  we  would 
not  want  to  print  it.  You  realize  how  we  are  cumbering  up  the 
record. 

Mr.  Wendt.  I  would  not  have  suggested  it  for  a  moment  had  it 
not  appeared  that  he  offered  that  brief,  and  if  the  one  is  received  it 
seems  to  me  the  other  ought  to  be. 

The  Chairman.  I  do  not  think  either  one  of  them  will  be  printed. 

Mr.  Wendt.  I  would  not  print  them,  I  know,  if  I  were  the  com- 
mittee. 

ADDITIONAL  STATEMEin:  OF  MB.  JOHH  S.  STKAWN,  OF  TJinON. 

TOWN,  PA. 

Mr.  Strawn.  Mr.  Chairman,  supplementary  to  my  statement  of 
last  week,  I  wish  to  submit  some  affidavits  from  very  reputable  peo- 

Ele  in  Uniontown  in  support  of  the  sale  of  the  bank  building.  But 
efore  doinff  that  I  will  answer  the  question  you  asked  of  Mr.  Wendt 
as  to  the  value  of  the  stock. 

The  book  value  at  the  time  of  the  bank's  suspension  was  $1,100 
a  share.  The  capital  was  $100,000,  and  the  nominal  surplus  was 
$1,000,000.  As  I  pointed  out  in  my  statement  of  last  week  in  con- 
nection with  the  necessity  for  the  sale  of  the  bank  building,  the 
capital  and  surplus  being  $1,100,000,  which  represented  the  entire 
margin  of  the  bank's  assets  over  and  above  its  debts,  and  as  $976,000 
was  tied  up  in  the  bank's  real  estate  that  left  a  margin  of  only 
$124,000  in  losses  that  the  bank  sustained  before  it  became  neces- 
sary to  utilize  the  real  estate  to  pay  its  debts. 

Mr.  Jones  seems  to  have  the  fanciful  idea  that  these  stocks  pledged 
with  the  comptroller  increased  the  assets  of  the  bank  for  the  benefit 
of  the  stockholders ;  that  tHis  was  a  sort  of  a  gift  from  Mr.  Thomp- 
son. That,  it  will  be  readily  seen,  was  not  true.  The  stocks  were 
merely  put  up  as  collateral  security  which  is  no  manner  swell  or 
increase  the  assets,  but  merely  render  their  collection  more  sure 
and  certain.  After  taking  into  consideration  the  full  value  of  all 
this  collateral  J  and  all  the  other  assets,  I  ascertained  that  the  losses 
were  gi-eatly  m  excess  of  $124,000,  and  that  it  would  therefore  be 
necessary  to  revert  to  the  real  estate  to  pay  the  debts,  unless  the 
stockholders  themselves  furnished  the  funds  necessary  to  make  up 
the  losses,  which  they  never  offered  to  do. 

Mr.  Wendt  has  explained  pretty  well  all  the  facts  and  circum- 
stances leading  up  to  the  sale.  There  is  just  one  thing,  my  refusal 
to  recommend  the  postponement.  At  that  time  they  wanted  a  fur- 
ther postponement.  I  knew  that  I  had  competitive  bidders  for  the 
property  at  that  time,  and  that  the  responsibility  was  on  me  to  sell 
the  property  at  the  maximum  price. 

The  Chairman.  I  understand  you.  You  stated  that  on  your  direct 
t-estimony,  and  you  have  no  occasion  to  change  it. 
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Mr.  Strawn;  No,  sir.  Consequently  I  refused  to  recommend  the 
postponement  of  the  sale. 

The  first  of  these  affidavits  I  desire  to  read  is  from  Mr.  Peter  E. 
Sheppard,  the  vice  president  and  treasurer  of  the  Fayette  Title  4 
Trust  Co.,  the  present  owners  of  the  bank  building.  That  is  to  say, 
the  trust  company  owns  it  through  the  medium  of  a  building  com- 
pany.   The  trust  company  owns  all  the  stock  in  the  building  com- 

Mr.  Jones  in  his  statement  to  the  committee  said  that  this  property 
had  been  appraised  at  $1,180,000.  He  also  stated  that  this  trust 
company  paid  Mr.  Feather  a  profit  of  $50,000  for  the  bargain. 
Mr.  Feather  was  the  individual  who  bought  in  the  property  at  the 
sale.    Mr.  Sheppard  makes  this  affidavit: 

State  of  Pennsylvania, 

County  of  Fayette,  as: 

Before  me,  Charles  T.  Cramer,  a  notary  pubHc  in  and  for  the  county  and 
State  aforesaid,  personally  appeared  P.  E.  Sheppard,  of  Uniontown,  Pa.,  who, 
being  duly  sworn,  says  that  he  is  vice  president  and  treasurer  of  the  Fayette 
Title  &  Trust  Co.,  of  Uniontown,  and  is  treasurer  of  the  Fayette  Title  &  Trust 
Building,  a  corporation  that  is  the  present  owner  of  the  bank  building  and  opera 
house  property,  formerly  owned  by  the  First  National  Bank. of  Uniontown. 
The  Fayette  Title  &  Trust  Co.  is  the  owner  of  all  of  the  stock  of  the  Fayette 
Title  &  Trust  Building  Corporation.  That  the  Fayette  Title  &  Trust  Building 
Corporation  purchased  said  property  from  James  I.  Feather,  who  bought  it  for 
the  price  or  sum  of  .$700,000  at  a  public  sale  thereof  made  by  John  H.  Strawn, 
receiver  of  said  First  National  Bank  of  Uniontown.  When  said  Feather  bought 
said  property  he  was  acting  In  his  own  behalf  and  not  as  the  representative  of 
said  Fayette  Title  &  Trust  Co.  The  price  paid  to  said  Fayette  Title  &  Trust 
Building  Corporation  to  Mr.  15^eather  for  said  property  was  the  price  at  which 
Mr.  Feather  purchased  It,  viz,  $700,000,  plus  the  actual  expenses  incurre<l  by 
Air.  Featlu»r  in  making  tlie  purchase,  which  amounte<l  to  a  small  sum.  and  con- 
siste<l  chiefly  of  attorney's  fees  incurrwl  by  Mr.  Feather  in  the  exandnation  of 
the  title  and  of  the  legal  proceetiings  incident  to  tlie  sale,  together  witli  the 
revenue  stamps  for  the  deed,  with  a  few  other  expense  items  of  no  considerable 
amount. 

The  statement  made  by  A.  E.  Jones  before  the  Senate  Committee  on  Bank- 
ing and  Currency  that  we  paid  Mr.  Feather  a  profit  of  .$50,000  Is  not  true.  Mr. 
Jones's  statement  that  the  property  was  appraised  at  $1,820,000  l)y  an  engineer 
for  the  purchaser  is  untrue  so  far  as  it  relates  to  the  present  owner,  tlie 
Fayette  Title  &  Trust  Building  Corporation,  and  deponent  has  been  informed  by 
Mr.  Feather,  the  original  purchaser,  that  no  such  appraisement  was  ever  made 
for  him.  Mr.  Jones's  statement  as  to  the  increase  in  the  rents  is  erroneoua. 
The  Fayette  Title  &  Trust  Building  Con>oration  has  since  it  bec»ame  tlie  owner 
of  the  property  Increased  the  rents  in  a  moderate  amount  to  meet  increased 
cost  of  operation  and  maintenance  of  the  property. 

Peteb  E.  Sheppabd. 

Subscribed  and  sw^om  to  before  me  this  21st  day  of  July,  A.  D.  1919. 

Chables  T.  Cramer, 

Notary  Public 
My  commission  expires  January  1,  1923. 

The  Chairman.  Are  your  other  affidavits  to  that  same  point? 

Mr.  Strawn.  No,  sir.  These  affidavits  are  as  to  the  fairness  of  the 
sale  and  the  adequacy  of  the  price.  I  do  not  wish  to  encumber  the 
record  with  a  lot  of  unnecessary  documents. 

The  Chairman.  No.  You  have  already  made  your  statement  in 
regard  to  that,  and  the  question  of  the  price  received  for  the  real 
estate  I  do  not  understand  was  touched  upon  by  Mr.  Jones  in  his  last 
statement. 
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Mr.  Strawn.  If  it  is  conceded  by  the  committee  that  the  price  was 
adequate 

The  Chairman,  (^an  you  not  make  a  statement  that  will  practi- 
cally cover  those  affidavits,  and  avoid  printing  them  in  full  ? 

Mr.  Strawn.  Yes,  sir;  I  will  be  very  glad  to  do  that. 

Tlie  first  affidavit  is  from  Mr.  G.  S.  Harrah,  vice  president  and 
chief  managing  officer  of  the  Second  National  Bank  of  Uniontowr, 
stating  that  the  price  of  $700,000  for  which  the  building  was  sold  is 
iully  adequate,  and  was  a  good  price  for  the  property. 

The  second  affidavit  is  from  Mr.  B.  B.  Howell,  cashier  of  the  Na- 
tional Bank  of  Fayette  County,  of  Uniontown,  one  of  the  largest 
of  the  banks  there,  stating,  in  effect,  that  he  is  thoroughly  familiar 
with  the  value  of  this  property;  that  at  the  sale  there  were  various 
competing  bidders,  and  that  the  price  of  $700,000  obtained  by  the 
receiver  at  the  sale  of  the  property  is,  in  his  opinion,  more  than  the 
property  is  worth. 

The  next  affidavit  is  from  Mr.  W.  A.  Stone,  now  president  of  the 
Union  Trust  Co.  of  Uniontown,  and  who  at  the  time  the  bank  build- 
ing was  sold  was  vice  president  of  the  Citizens'  Title  &  Trust  Co.  of 
Uniontown,  stating  that  the  Citizens'  Title  &  Trust  Co.  desired  to 
purchase  the  property,  and  bid  on  it  at  the  sale;  that  at  a  mcetin*^ 
of  the  board  of  director  they  decided  that  $600,000  was  the  maxi- 
mum that  the  property  was  worth,  and  therefore  authorized  their 
president,  Mr.  Gaddis,  to  bid  only  to  that  amount,  which  he  did;  that 
after  Mr.  Gaddis  ceased  bidding  for  the  trust  company  Mr.  Stone 
himself  continued  to  bid  in  competition  with  Mr.  Feather  until  the 
price  reached  $691,000,  which  was  the  final  bid  by  Mr.  Stone,  and 
then,  when  Mr.  Feather  bid  $700,000,  Mr.  Stone  ceased  to  bid  because 
he  regarded  that  sum  as  the  maximum  that  the  propei-ty  under  any 
circumstances  could  be  considered  as  worth. 

The  next  affidavit  is  from  Mr.  John  P.  Brennen,  president  of  the 
Thompson  Connellsville  Coke  Co.,  the  former  receiver  of  Mr.  Thomp- 
son's personal  property  and  estate,  a  man  of  very  high  standing,  who 
says  he  knows  all  about  this  property,  and  says  that  in  his  opinion 
the  price  obtained  at  the  sale  is  the  maximum  that  ti\e  property 
could  be  considered  as  worth. 

I  have  also  an  affidavit  here  from  Hon.  W.  E.  Crow,  who  is  a  man 
of  very  high  standing  not  only  in  that  community,  but  in  the  State, 
an  attorney  by  profession,  a  member  of  the  State  Senate  of  Pennsyl- 
vania, and  chairman  of  the  Republican  State  committee  of  Pennsyl- 
vania. He  makes  affidavit  as  to  the  administration  of  the  affairs  of 
that  trust  in  general,  that  it  had  been  administered  with  efficiency 
and  integrity,  and  with  successful  results  to  the  creditors  and  the 
communitv.  He  says  he  is  thoroughly  familiifr  with  the  sale  of  the 
bank  building  and  the  value  of  the  property,  and  that  the  price  of 
$700,000,  that  it  brought  at  the  sale,  represented  its  full  value. 

As  I  do  not  desire  to  encumber  the  record  by  producing  other  affi- 
davits tliat  are  merely  cumulative,  I  offer  no  more,  feeling  that  these 
establish  that  point  beyond  all  dispute. 

The  Chaibman.  You  might  leave  the  affidavits  with  the  com- 
mittee. 

Mr.  Strawn.  Yes,  sir.  I  will  be  very  glad  to  do  that.  I  do  not 
believe  that  I  care  to  raise  any  issue  with  Mr.  Jones  as  to  whom  he 
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represents,  but  it  is  known  he  disclftinis  bein^r  a  represeatative  ot 
either  Mr.  Thompson 

The  Chairman  (ihterrui)ting).  If  whtit  voii  are  about  to  say  is 
heai'say,  I  do  not  believe  I  would  go  into  it,  because  he  made  a  state- 
ment hei-e  that  he  i^presented  such  and  such  parties  in  interest,  and 
I  think  if  that  is  disputed,  it  shouhl  be  disputed  by  those  parties  in 
some  way  authorized  by  them. 

Mr.  Stkawn.  The  recent  declarations  made  by  Mr.  Jones  in  rela- 
tion to  the  sale  of  his  collateral  that  is  in  the  comptroller's  hands  I 
think  have  been  fully  covered  by  Mr.  Wendt,  and  I  hardly  regard 
it  as  necessary  to  go  into  them,  and  do  not  desire  to. 
.  In  regard  to  my  affidavits  of  defense  that  I  filed  in  the  suits 
brought  by  these  foi^igners  on  those  notes,  Mr.  Jones  quotes  from 
them.  I  merely  desire  to  say  that,  as  receiver  of  that  bank,  it  is  my 
duty  to  defend  suits — I  have  no  alternative.  That  I  merelj^  make  the 
affidavit  stating  the  facts  on  information,  which,  of  course,  is  received 
from  the  officials  of  the  bank,  that  they  have  a  just  and  true  defense. 
which  puts  the  matter  in  issue.  It  does  not  commit  me  to  anything 
<me  way  or  the  other. 

I  desire  to  call  the  attention  of  the  connnittee — in  connection  with 
Mr.  Jones's  declaration  that  the  closing  of  this  bank  and  Mr.  Thomi>- 
son's  troubles  wei-e  due  to  the  comptroller — to  the  fact  that  Mr.  Jones 
himself  states  in  one  place,  I  thinK,  with  correctness,  the  reason  why 
that  bank  came  to  disaster.     He  says: 

Mr.  Tliomp  on  <>v(M*iiiveste<1  in  ctml  binds,  had  liis  friends  do  the  Hauie,  and 
they  in  turn  b«»rro\ve<l  tw*  nuich  money  from  this  luink,  and  that  exliaiinted  its 
casli,  could  not  rej^leidsli  it,  and  tlie  bank  was  closed. 

That  states  the  situation  exactly.  When  it  cIosikI  thei*e  were  ap- 
proximately $1,000,000  of  notes  of  individuals  or  corjKU-ations  which 
had  to  go  into  the  hands  of  receivei*s,  or  into  bankruptcy,  or  in- 
solvency, or  something  of  that  sort. 

The  remainder  of  Sir.  Jones's  i*ecent  statement  appears  to  i*elate 
to  mattei's  that  I  think  have  been  fully  covered  by  other  witnesse^s, 
and  I  will  not  go  into  them. 

I  desire  to  ask  whether  thei'e  are  any  (|uestions  you  desii-e  to  ask 
on  matters  which  are  not  clear  in  your  minds,  as  to  the  conduct  of 
tliis  receiver? 

The  Chairman.  I  think  your  position  has  been  made  very  clear. 

ADDITIONAL  STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  befoi-e  taking  up 
the  Riggs  Bank  case  as  set  forth  by  Mr.  Ilogan  in  his  testimony  be- 
fore the  committee,  I  would  like  to  discuss,  or  call  your  attention  to, 
one  or  two  matteis  somewhat  on  the  outside,  or  not  as  directly  a 
part  of  the  Eiggs  Bank  controversy  as  other  matters  about  whicK  he 
testified. 

On  page  151  of  the  present  hearings  Mr.  Hogan  said : 

But  I  have  not  shown  you  the  main  tiling  even  yet. 

Evidently  he  attached  very  great  importance  to  the  matter  which 
he  then  brought  out.  As  he  has  attached  appai'ently  so  much  im- 
poilance  to  it,  I  ask  your  indulgence  while  I  proceed  to  give  you  the 
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facts  in  regard  to  it,  as  opposed  to  the  untrue  statements  which  have 
been  made  in  connection  with  it  by  Mr.  Hogan. 
He  says : 

One  of  the  things  that  Williams  has  prated  about  more  than  anything  else 
is  this,  that  it  is  a  slander  to  say  that  he  would  use  his  public  office,  or  that 
he  ever  did  use  his  public  office,  to  get  back  at  a  personal  enemy  or  at  anyone 
who  criticized  his  public  acts,  or  to  attain  the  end  of  personal  hostility  or 
malice.    That  has  been  his  card  all  the  way  through.    Now,  let  is  test  It. 

Mr.  Hogan  then  says : 

First,  Ailes  and  Flather,  two  officers  of  the  Riggs  Bank,  are  the  only  persons 
to  appear  before  the  Senate  committee  In  opposition  to  his  conflrmation  when 
he  is  first  appointed,  and  the  Riggs  Bank  suffered  for  it 

The  Kiggs  Bank  did  not  suffer  because  Messrs.  Ailes  and  Flather 
appeared  as  witnesses  against  my  confirmation  five  years  ago.  The 
action  which  it  became  my  duty  to  take  in  connection  with  investiga- 
tions of  the  practices,  methods,  and  business  of  the  Riggs  Bank  was 
entirely  aside  from  and  had  no  connection,  remotely  or  otherwise, 
with  anything  that  Messrs.  Ailes  and  Flather  said  or  did  in  connec- 
tion with  my  confinnation.  It  would  be  equally  true  and  equally 
false  if  Mr.  Hogan  had  claimed  that  scores  of  other  banks  have  suf- 
fered through  injustices  at  the  comptroller's  hands,  or  because  of 
any  alleged  prejudice  by  the  comptroller,  because  scores  of  bank 
oflScers  have  been  sent  to  the  penitentiary  for  periods  varying  from 
3  to  13  years  in  the  past  four  years  because  of  their  crimes  and 
criminal  mismanagements  in  connection  with  banks.  I  think 
that  I  can  successfully  prove  that  the  activities  of  the  comptroller's 
office  in  insisting  upon  tne  enforcement  of  law  and  upon  the  abroga- 
tion of  irregular,  unlawful,  and  dangerous  practices,  has  been  im- 
mensely beneficial  not  only  to  the  individual  banks  concerned,  but 
to  the  whole  national  banking  system.  For  the  past  four  years  the 
records  show  that  176  bank  presidents,  vice  presidents,  cashiers,  other 
employees,  and  others  have  been  sentenced,  as  I  stated,  to  various 
terms  of  imprisonment  for  violations  of  the  provisions  of  the  national 
bank  act.  But  I  have  not  heard  that  any  of  the  other  officers,  em- 
ployees, or  attorneys  of  those  banks  whose  guilty  officers  have  been 
punished  by  Federal  courts  have  claimed  that  in  their  prosecutions, 
or  in  reporting  them  to  the  Department  of  Justice,  I  was  guilty  of 
prejudice  or  unfairness  in  any  way. 

I  think  it  would  be  well  for  me  to  make  clear  at  this  point  exactly 
what  my  attitude  was  when  I  came  to  Washington  toward  the  Kiggs 
Bank  and  its  officers. 

I  became  Assistant  Secretary  of  the  Treasury  in  March,  1918. 
Among  the  very  first  callers  at  my  office  was  Mr.  (jlover,  of  the  Biggs 
Bank.  I  had  met  him  about  10  or  12  years  before  in  the  Adirondack 
Mountains  one  summer,  and  my  impressions  of  him  were  entirely 
pleasant.  Our  only  relations  were  social.  I  had  not  seen  very  much 
of  him  in  the  mountains,  but  had  made  his  acquaintance,  and  as 
soon  as  I  came  to  Washington,  as  I  say,  he  paid  a  social  call  upon 
me  to  felicitate  me  upon  my  nomination. 

The  Chairman.  As  Assistant  Secretary  of  the  Treasury? 

Mr.  Williams.  Yes,  sir.  Mr.  Glover  called  several  times  at  my 
office,  and  I  met  him  out  at  dinner  socially  in  Washington  on  a  num- 
ber of  occasions.  I  did  not  know,  nor  had  I  ever  heard  of,  either 
Vice  President  Flather  or  Cashier  Flather  of  tVifc  Wi^   \  -^wi^^ 
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not  have  known  them  if  I  had  seen  them  in  the  street.  But  I  recall 
that  Mr.  W.  J.  Flather  also  called  at  the  Treasury  during  the  spring, 
probably  on  some  official  matter,  and  I  met  him  in  the  course  of  busi- 
ness. There  were  no  prejudices  of  any  sort  as  to  any  of  the  officers 
of  the  bank. 

Mr.  Ailes  I  had  never  met.  He  also  called  at  the  Treasury  upon 
one  or  more  occasions  in  the  early  spring,  and  our  conferences,  what- 
ever they  were  about,  were  entirely  pleasant  and  agreeable. 

The  story  which  was  put  forward  by  Mr.  Ailes  to  the  effect  that 
I  was  prejudiced  against  him  because  he  became  a  dii'ector  in  some 
railway  company  after  I  had  retired  from  that  company  is  a  silly 
story  without  the  least  foundation.  He  never  took  my  place  upon 
the  directorate  of  the  railroad  to  which  he  referred,  or  any  other 
railroad  or  any  other  corporation,  as  far  as  I  know.  I  had  been  a 
director  and  a  member  of  the  executive  committee  of  that  particular 
road.  When  I  saw  proper  to  retire  from  it,  as  did  several  of  my 
friends  at  the  same  time,  those  vacancies  were  filled  by  the  election 
of  other  directors  by  the  remaining  officers  of  the  company;  and 
Mr.  Ailes  was  one,  if  I  recall,  of  about  half  a  dozen  othei-s  who 
were  chosen  at  that  time.  I  can  not  make  too  emphatic  my  denial 
of  the  fact  that  there  was  any  personal  feeling  or  ground  for  per- 
sonal feeling  in  relation  to  that  incident. 

In  my  testimony  yesterday  I  explained  the  circumstances  under 
which  an  employee  of  the  National  City  Bank  of  New  York,  or  of 
the  Kiggs  National  Bank,  or  of  both,  was  expelled  from  the  Treas- 
UTY  or  ordered  to  cease  the  use  of  the  desk  in  the  comptroller  s 
office  which  this  employee  of  those  banks  had  been  occupying  for, 
as  I  understand  it,  some  six  or  eight  years.  The  announcement 
which  Secretary  McAdoo  made  at  that  time,  and  which  he  gave  to 
the  press,  was,  in  my  judgment,  the  cause  of  the  ill  feeling,  if  not 
the  antagonism  and  the  hostilit,y,  which  soon  after  that  incident 
began  to  be  displayed  by  a  certain  officer  or  certain  officers  of  the 
Kiggs  National  Bank  toward  the  Treasury.  Those  fires  of  hatred 
or  malice,  or  whatever  they  were,  appear  to  have  smouldered  for 
several  months  without  any  special  outbreak.  But  there  were  sev- 
eral incidents  which  indicated  that  the  Kiggs  Bank  officials,  or  some 
of  them,  were  not  friendly,  if,  in  fact,  they  were  not  really  un- 
friendly, toward  the  Treasury  Department. 

Prior  to  the  beginning  of  the  Wilson  administration  the  officers, 
or  certain  of  them,  of  the  Kiggs  Bank  had  been  exceedingly  familiar 
over  at  the  Treasury.  They  had  access,  apparently,  to  nearly  all  of 
the  offices  of  the  department  at  any  hour  of  the  day ;  and  I  am  ad- 
vised that  some  of  them  were  seen  in  the  corridors  of  the  Treasury 
Department  two  or  three  times  a  day.  They  were  coming  in  and 
going  out  and  getting  information  of  this  kind  or  that.  I  do  not 
know  what  the  character  of  it  was.  Perhaps  the  information  they 
were  getting  may  have  been  perfectly  proper,  but  they  were  exceed- 
ingly familiar  and  at  home  in  the  Treasury. 

When  this  employee  of  the  National  City  Bank  or  of  the  Kiggs 
Bank  was  expelled  from  the  Treasury  it  attracted  a  good  deal  of 
newspaper  attention,  and,  as  Mr.  Hogan  savs,  if  T  recall  his  testi- 
mony, some  references  were  made  to  the  breakins:  of  the  "pipe  line'' 
between  the  Treasury  and  the  Kiggs  Bank,  or  the  Treasury  and  the 
Citj  B/ink,  or  whatever  it  was.  As  an  illustration  of  the  intimate 
relationship  which  seemed  to  exist,  1  wiW  eaV\  ^\Xca\AOTv\,o  \)ltl  vsvddAnt 
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which  Mr.  Hogan  himself  referred  to.  He  states  that  in  August, 
1914,  it  became  desirable  for  the  Kiggs  Bank,  for  its  own  purposes 
Or  for  the  purposes  of  its  correspondents  or  at  the  request  of  its  cor- 
respondents, to  obtain  information  from  the  Treasury  Department 
in  regard  to  the  amount  of  national  currency  stored  in  the  Treasury 
vaults,  and  he  states  that. some  representative  from  his  bank  pro- 
cured that  information  and  forwarded  it  to  New  York.  He  gives 
an  unfair  and  distorted  account  of  the  occurrence  and  endeavors  to 
make  it  as  picturesque  as  possible.  I  think  his  statement,  if  I  recall, 
was  that  I  was  in  New  York  at  that  time,  and  that  as  soon  as  I  heard 
they  had  gotten  that  report,  or  when  I  heard  they  had  gotten  that 
repoi-t,  I  i-eturned  to  Washington  and  made  an  investigation. 

That  statement  of  his  was  thoroughly  disingenuous  and  mislead- 
ing. It  is  true  that  I  was  in  New  York  at  the  time  of  the  outbreak 
of  the  European  war,  arranging  for  the  distribution  of  emergency 
currency  witli  the  banks  of  the  country.  They  issued,  as  you  know, 
through  the  comptroller's  office,  some  three  hundred  and  eight  mil- 
lions of  dollars  of  that  currency  in  those  panic  times. 

It  is  true  that  I  happened  to  hear  in  New  York,  I  think,  that  in- 
formation was  being  furnished  in  an  irregular  way  through  one  of 
the  offices  of  the  comptroller's  bureau.  Of  course,  it  had  nothing 
whatever  to  do  with  my  return  to  Washington.  I  did  return  to 
Washington,  but  certainly  not  in  connection  with  any  such  reports 
upon  which  Mr.  Hogan  places  emphasis  in  his  effort  to  discolor  the 
incident. 

Subsequent  to  my  return  to  Washington  I  did  inquire  as  to  how 
information  should  have  been  given  out  without  being  sent  through 
the  proper  channels,  and  then  I  learned  that  an  employee  or  some  one 
from  the  Riggs  Bank  had  gone  to  one  of  the  department's  divisions 
of  the  comptroller's  bureau  and  had  himself,  from  one  of  the  junior 
clerks  or  employees,  gotten  information  and  statistics  and  fixed  them 
up  himself  and  had  gone  off  with  them  without  the  knowledge  of  the 
comptroller. 

I  merely  refer  to  that  because  Mr.  Hogan  has  given  a  misleading 
report  of  that  incident.  That  illustrates,  however,  the  intimacy 
which  even  then  was  existing  between  some  of  the  employees  of  the 
Riggs  Bank  and  the  comptroller's  office. 

It  was  evident  to  the  Treasury  that  the  Riggs  Bank  had  resented 
the  action  of  the  Treasury  in  placing  all  banks  of  the  country  upon 
the  same  basis  so  far  as  getting  information  or  securing  favors  of 
any  sort  from  the  Treasury  was  concerned.  It  had  been  their  un- 
interrupted privilege,  apparently,  for  so  many  years  past  that  they 
found  it  difficult  to  reconcile  themselves  to  the  new  conditions  under 
which  all  banks  were  treated  fairly  and  justly  and  without  prefer- 
ence or  priority. 

Senator  Page.  May  I  ask,  there,  whether  you  became  conscious  of 
any  wrong  intent  on  the  part  of  the  National  City  Bank  in  connection 
with  yonr  office  there,  the  comptroller's  office? 

Mr.  Williams.  I  do  not  exactly  understand  your  question,  Senator. 

Senator  Page.  It  came  to  a  time  when  you  thought  it  was  not 
best  that 

Mr.  Williams.  If  I  may  interrupt  you.  Senator,  we  have  been 
speaking  just  before  you  came  in  of  the  incident  where  an  employee 
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of  the  National  City  Bank  and  the  Biggs  Bank  had  been  expelled 
from  her  desk  in  the  comptroller's  office. 

Senator  Page.  I  asked  if  you  had  discovered  in  the  case  of  the 
connection  of  that  employee  with  your  office  any  intent  on  the  part 
of  the  National  City  Bank  to  do  a  wrong,  or  was  it  an  unconscious 
thing  or  something  that  occurred  of  necessity  and  you  found  it  nec- 
essary to  discharge  the  enjployee? 

Mr.  Williams.  I  shall  l)e  very  happy,  if  it  is  your  pleasiii*e,  Mr. 
Chairman  and  gentlemen,  to  go  over  that  incident  again;  but  it  is 
fully  covered  in  the  record. 

Senator  Page.  Then  do  not  do  it.  I  thought  you  might  state  in  a 
brief  way  whether  you  discovered  there  was  an  intent  that  was  wrong 
there  to  secure  information  that  they  ought  not  to  have  had. 

Mr.  Williams.  Those  questions  were  asked  and  answered  very 
fully  in  the  testimony  which  was  in  the  evidence  yesterday,  but  1 
would  be  very  glad  to  go  over  it  again. 

Senator  Page.  No;  1  would  not  have  you  do  that. 

Mr.  WiLUAMs.  Mr.  Hogan,  in  his  te^stiniony,  also  i-eferi'ed  to  an 
incident  where  a  correspondent  bank  of  the  Kiggs  Bank  was  advised 
that  it  was  the  policy  of  the  Treasury  to  treat  all  banks  with  equal 
promptness  and  expedition.  On  page  97  Mr.  Hogan  read  into  the 
i-ecord  a  telegram  which  was  as  follows: 

We  have  doposited  securities  with  local  currency  ass(M*iatloiis  and  understand 
Aldrich-Vreeland  notes,  already  printed  for  this  ban!?,  have  been  forwarded  to 
Chicago. 

Please  a<lvis(»  u*<  wliether  our  notes  arc  being  printeil  and  when  they  wiU  be 
itanpleted. 

We  desire  to  secure  addltloiial  circulation  as  speedily  as  possible  to  limit  on 
commercial  paper,  which  is  $1MX),000. 

We  are  telegraphing  you  thinking  can  get  information  quicker  than  through 
department. 

That  telegram  appears  to  have  been  sent  to  tlie  Eiggs  Bank  from 
u  bank  in  Minneai)olis. 

Mr.  Hogan  then  goes  on  and  says : 

That  telegram  was  sent  over  to  the  comptroller's  office.  The  comptroller,  on 
August  11,  1914,  picked  that  out,  and  he  responded. 

Then  he  reads  this: 

In  regard  to  the  closing  paragraph  in  the  above  telegram  you  are  respect- 
fully requested  to  inform  the  bank  from  which  you  received  the  foregoing 
message  that  they  err  in  as.sumlng,  as  they  do,  that  the  Hlggs  National  Bank 
•*  can  get  information  quicker  than  through  the  department " ;  that  the  Rig^ 
National  Bank  enjoys  no  preference  or  undue  favors  from  this  department; 
and  that  you  are  informed  by  the  Comptroller  of  the  Currency  that  it  is  the 
aim  of  this  office  that  all  ofllcial  communications  and  rixiuests  shall  be  promptly 
cared  for  In  the  order  of  their  receipt,  having  due  and  proper  regjird  for  those 
which  may  for  any  good  rea.son  appear  to  be  urgent. 

Then  Mr.  Hogan  says,  "And  now  " — ^then  he  goes  on  i*eading : 

I  am  quite  aware  that  the  notion  has  been  prevalent  in  the  past  that  the 
Riggs  National  Bank  "<'an  get  Information  qidcker  than  through  the  depart- 
ment," and  under  the  conditions  previously  existing  this  supposition  seems  to 
have  found  some  foundation,  but  the  banks  of  this  country  are  now  being 
dealt  with  by  this  oflice  justly,  Impartially,  and  without  regard  to  certain 
influences  which  at  one  time,  under  another  administration,  were  so  freely 
exercised. 

Respectfully, 

Jno.  Sket.ton  Williams, 

Comptroller  of  the  Currency, 
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I  assume  that  those  telegrams,  or  those  lettters,  are  correctly 
<luoted.     I  have  not  referred  to  our  files  to  check  them  up. 

I  was  just  stating,  Senator  Page,  when  you  came  in  that  there 
seemed  to  be  some  unjustifiable  resentment  on  the  part  of  the  Riggs 
Bank  when  whatever  favors  it  had  been  claimed  they  w^ere  enjoying 
were  cut  off  and  when  that  bank  was  placed  on  the  same  basis  with 
till  other  banks,  and  that  it  would  appear  that  those  feelings  smol- 
dered on  until  the.  autumn  of  1914,  when  the  United  States  Trust 
Co.  incident  arose. 

Mr.  Hogan,  in  his  statement  before  your  committee,  although  he 
was  not  present  at  the  interview,  gave  a  very  incorrect  and  untrue 
report  oi  the  interview  which  took  place  in  November,  1913,  be- 
tween Secretary  McAdoo,  Mr.  Glover,  Mr.  Ailes,  and  Mr.  Flather, 
and,  I  think,  Judge  Elliott  and  myself,  in  Secretary  McAdoo's  oflSce, 
and  in  answer  to  his  misstatements  in  regard  to  an  occurrence  where 
he  was  not  present  I  ask  your  permission  to  read  into  the  record 
at  this  point  the  affidavits  of  Secretary  McAdoo  and  Mr.  Elliott, 
counsel  to  the  Federal  Reserve  Board,  who  were  present  at  that  in- 
terview : 

When  I  came  to  Washiiigton  in  March,  1913,  I  knew  only  two  olpcers  of  the 
National  City  Bank  of  New  York,  its  president,  Mr.  Vanderlip,  and  Mr.  Mc- 
Roberts,  one  of  its  vice  presidents,  with  each  of  whom  my  acquaintance  was 
casual,  although  my  relations  with  them  were  entirely  pleasant.  I  had  never 
had  or  attempte<l  to  have,  directly  or  indirectly,  a  business  transaction  of 
any  kind  with  the  National  City  Bank  or  of  any  officer  thereof,  altliough  state- 
ments and  insinuations  t<»  the  contrary  have  frequently  l>een  publishe<l  since 
1  became  Secretary  of  the  Treasury. 

If  I  may  be  permitted  to  say,  just  at  this  point,  also,  that  while 
I  have  referred  in  my  testimony  this  afternoon  to  my  knowledge  of 
the  officers  of  the  Riggs  National  Bank  before  coming  to  Washing- 
ton, I  will  add  that  my  relations  with  the  officers  of  the  National 
City  Bank  prior  to  that  time  had  been  entirely  pleasant  and  agree- 
able. I  knew  Mr.  Vanderlip  slightly.  We  had  been  on  the  same 
bo«rd  of  directois  together  and  never  had  any  diiferences  of  any 
sort.  I  will  also  add  that  throughout  the  Riggs  controversy  I  was 
not,  as  far  as  I  recall,  brought  in  touch  with  Mr.  Vanderlip,  although 
he  happened  to  be  one  of  the  directors  of  that  bank;  but  I  do  not 
recall  that  I  had  any  conferences  with  him  during  that  controversy. 
I  understand  that  he  rather  stood  apart  from  it  and  let  the  bank 
down  here  attend  to  its  own  matters;  and  my  relations  with  Mr. 
Vanderlip  have  continued  to  be  entirely  pleasant.  We  had  never 
had — I  want  to  emphasize  that  fact — had  never  had  any  business 
differences  or  controversies  at  any  time  that  I  recall,  either  about 
that  period  or  prior.  Our  relations  are  to-day  all  pleasant,  as  they 
are  with  the  several  other  officers  of  that  bank,  although  I  know 
none  of  them  intimatel3\ 

(Continuing  reading:) 

On  December  3  and  4,  1913,  the  New  York  Tribune  published  the  articles  re- 
ferred to  in  the  bill  of  complaint,  but  it  Is  not  true  that  the  said  articles  con- 
taine<l  a  recitation  of  facts.  They  contained  false  and  Karble<l  statements  and 
inferences.  For  further  particularity  copies  of  them  are  hereto  attached, 
marked,  respectively.  Exhibits  A  and  B,  and  I  ask  that  they  be  considered  as 
embodied  in  this  affidavit  as  a  part  thereof. 

My  recollection  of  the  transaction,  and  particularly  of  the  interview  with 
the  plaintiffs  officers  with  respect  to  said  articles,  is  very  distinct.    It  differs 
materially  from  the  allegations  set  forth  in  the  bill  of  com^\^\vvl.    ^\sft  ^iwrie^ 
are  as  follows : 
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On  November  22,  1913,  the  Munsey  Trust  Co.  of  this  city  acquired  the  busi- 
ness and  assets  of  the  Uniteil  States  Trust  Co.  and  piarantcwl  the  <leposlts  of 
the  latter  Institution.  For  some  time  prior  to  this  acquisition  the  United 
States  Trust  Co.  liad  been  Icno\i'n  by  the  department  to  l)e  in  a  precarious  «m- 
dition,  unfavorable  rumors  about  the  company  havinjr  bren  in  circulation  for 
some  time.  Contidence  in  the  financial  situnticm  in  Washini^ton  was  rapidly 
being  undermined  lnr;re1y  by  reason  of  these  rumors,  and  the  banks  and  trust 
companies  hore  were  very  uneasy  al»out  the  existing  condition.s. 

On  November  17.  1913,  Mr.  M.  C.  Elliott,  counsel  for  insolvent  banks  in  the 
Comptroller's  Office,  awoke  me  Inte  at  night  at  my  home  and  reported  that  the 
situation  at  the  Uniteil  States  Trust  Co.  wns  critinil ;  that  he  had  Just  left  a 
meeting:  of  the  officers  of  most  of  the  cloaring  hcmse  banks  of  Washin^on  who 
had  under  consideration  the  difficulties  of  the  Trust  Co.  and  were  trying  to  de- 
vise plans  to  protect  the  financial  situation  if  the  Trust  Co.  should  fail.  He  in- 
formed me  that  the  banks  were  particularly  alarmed,  and  feared  that  there 
would  be  runs  on  all  the  banks  of  Washlnfrt<m  If  the  failure  occurred,  and  that 
the  banks  wanted  to  know  If  the  Trea.sury  Department  would  help  them  in  the 
event  of  a  crisis. 

I  authorized  him  to  assure  the  bankers  that  evorythins  I  could  lawfully  and 
proi)erly  do  to  aid  them  would  be  done  to  protect  the  local  situation. 

On  November  21  a  run  began  on  the  Tnist  Co.  which  caused  great  local  ex- 
citement, and  I  was  Informed  that  all  the  bankers  were  thoroughly  alarmed 
about  the  prospects  for  the  next  day  (Saturday).  The  defendant  Williams 
was  at  that  time  Assistant  Secretary  of  the  Treasury  and  wns  placed  by  me  In 
charge  of  the  situation,  on  behalf  of  the  Treasury,  for  the  purpose  of  furnish- 
ing such  relief  as  could  be  afforded!. 

The  negotiations  finally  resulted  In  the  Munsey  Trust  Co.  agreeing  to  take 
over  the  United  States  Trust  Co.  and  pay  its  depositors.  Mr.  Williams  pre- 
sentefl  to  me  an  application  signed  by  tho  11  national  banks  of  Washington, 
including  the  plaintiff  bank,  requesting  me  to  deposit  $1,000,000  in  said  11 
banks  in  amounts  specifietl,  and  to  dejlver  the  money  for  their  account  to  the 
Mr.fisey  Trust  Co.  in  order  that  the  Munsey  Trust  Co.  might  carry  out  the  ar- 
rangements with  the  Unlteil  States  Trust  Co.  for  the  payment  of  the  depositors 
of  the  latter. 

I  authorized  the  deposit  of  the.se  funds  upon  the  security  furnished  by  the 
Washington  national  banks  who  were  parties  to  the  arrangement,  including 
the  plaintiff  bank.  The  transaction  was  closed,  the  depositors  of  the  United 
States  Trust  Co.,  numbering,  I  am  told,  upward  of  55,000,  were  paid,  the  ex- 
citement subsided  and  the  local  situation  was  protected,  although  an  uneasy 
feeling  still  prevailed. 

It  had  been  a  pretty  serious  strain,  a  wrench,  and  things  were  still 
in  a  very  delicate  condition. 
Senator  Page.  I  recall  that  very  well. 
Mr.  Williams  (continuing  reading) : 

Had  this  not  been  done,  financial  disaster  might  have  overtaken  the  Washing- 
ton banks.  Attached  hereto,  marked  "  Exhibit  C."  which  I  ask  to  l>e  read  as 
part  of  this  affidavit.  Is  a  copy  of  the  application  signeil  by  the  11  banks  in 
question. 

I  should  say,  Mr.  Chairman,  that  it  is  not  necessary  to  put  that 
exhibit  in.     It  was  introduced  yesterday,  I  think — that  Exhibit  C. 
(Continuing  reading:) 

On  December  3  the  local  situation,  although  improved,  was  still  .sensitive. 
The  Interests  of  so  many  small  depositors  having  l)een  in  jeopardy,  time  was 
necessary  to  restore  confidence  comph^tely.  The  Treasury  Department  had  no 
Interest  in  the  subject  except  to  pn^vent  a  panic,  which  might  have  proven 
disastrous  to  the  banks  and  would  doulHless  have  entaileil  great  losses  upon 
depositors  and  the  business  Interests  of  the  community. 

I  was  therefore  much  disturbed  when,  in  the  delicate  situation  that  still 
existed,  the  New  York  Tribune,  on  the  morning  of  December  3.  published  the 
first  of  the  two  accompanying  articles  criticizing  the  Treasury  Department, 
and  the  defendant  Williams  in  particular,  in  conneeticm  with  the  transaction. 
The  article  in  question  abounded  in  misrepresentations,  as  was  subsequently 
eBtablishe<l  on  the  hearing  before  the  Senate  Committee  on  Banking  and  Cur- 
rency,  when  Mr.  WiJlfams's  nomination  lor  ComptroUer  of  the  Currency  was 
EnJer  consideration. 
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The  publication  in  llie  same  paper,  on  December  4,  headed  **  Munsey  Deal 
Inquiry  Certain  "  was  equally  untrue  and  disturbing.  These  publications  were 
8o  liarmful  and  so  likely  to  cause  new  disturbances  that  I  concluded  to  inves- 
tigate their  origin  and  to  endeavor  to  stop  them. 

1  had  l)een  informed  that  the  publications  had  been  inspired  by  an  officer  or 
officers  of  the  plaintiff  bank.  This  seemed  so  extraordinary,  in  view  of  the 
fact  that  plaintiff  was  one  of  the  signers  of  the  application  for  $1,000,000  of 
Government  deposits  and  had  guaranteed  $90,000  thereof,  that  it  was  difficult 
to  understand  its  motive,  even  assuming  that  there  was  a  feeling  of  hostility 
on  the  part  of  the  plaintiff  bank  toward  the  Treasury  Department  which  I 
had  not  previously  suspected.  I  Anally  concluded  to  invite  President  Glover  to 
come  to  the  Treasury  Department,  so  as  to  tell  him  what  I  had  heard  and  to 
urge  him,  if  the  reports  of  the  origin  of  the  articles  were  true,  to  discounte- 
nance the  Tribune's  attacks  in  the  interest  of  the  banks  of  Washington  and  for 
the  protection  of  the  local  business  and  financial  situation. 

I  Iiad  met  Mr.  Glover  since  I  came  to  Washington  in  connection  with  Red 
Cross  work,  and  my  impressions  of  him  had  been  altogether  agreeable. 

When  Mr.  Glover  reached  my  office  I  said  to  him,  rather  brusquely,  for  the 
express  purpose  of  drawing  out  the  facts : 

"Mr.  Glover,  what  does  the  Riggs  Bank  mean  by  encouraging  these  attacks 
in  the  New  York  Tribune?" 

"  What  attacks  do  you  mean?  "  he  asked. 

I  handed  him  the  Tribune,  and  told  him  in  substance  what  the  articles  were. 
Mr.  Glover  denied  emphatically,  and  with  some  indignation,  that  the  Riggs 
Bank  was  responsible  for  these  publications.  I  had  had  but  a  short  talk  with 
Mr.  Glover  when  ^Ir.  Williams  and  Mr.  M.  C.  Elliott, .with  whom  I  had  been 
discussing  the  sul)ject  before  Mr.  Glover  came,  returned  at  my  request  to  my 
office.    I  said  to  Mr.  Glover: 

"  It  would  be  fairer  for  me  to  say  that  I  am  told  that  one  or  more  officers 
of  the  Hlggs  Bank,  and  not  the  Riggs  Bank  itself,  are  responsible  for  these 
publications." 

He  said,  *'  To  what  officers  do  you  refer?  " 

I  said,  "I  am  told  that  Vice  President  Ailes  or  Vice  President  Flather,  or 
both  of  them,  inspired  the  statements  in  the  Tribune." 

Mr.  Glover  sai<l,  *'  I  do  not  believe  it  is  true.  Suppose  we  ask  Mr.  Ailes  and 
Mr.  Flather  to  come  over  here." 

I  said  I  would  ask  my  secretary,  Mr.  Cooksey,  to  telephone  them  in  Mr. 
Glover's  name  to  come  to  my  office. 

Shortly  thereafter  Mr.  Ailes  and  Mr.  Flather  came.  I  said  to  them  what  I 
had  said  to  Mr.  Glover  about  having  been  informed  that  officers  of  the  Riggs 
Bank  were  responsible  for  the  articles  that  had  recently  appeared  in  the 
Tribune  attacking  the  Munsey  Trust  transaction  and  the  Treasury  Department. 
Mr.  Allcs  and  Mr.  Flather  each  separately  denied  having  been  responsible  for 
the  articles  in  question.    I  then  said  to  Mr.  Ailes: 

•*  I  understand  that  you  yourself  are  responsible  for  the.se  publications." 

Mr.  Ailes  denied  it.    I  said : 

"  I  do  not  want  to  be  unfair,  and  I  tlierefore  want  to  say  that  I  may  be  able 
to  produce  the  proof  that  you  did  inspire  the  publication  of  these  articles. 
I  want  to  ask  you  again  if  you  had  anything  to  do  with  them?" 

Mr.  Ailes  denied  that  he  had.  I  asked  if  he  had  seen  the  articles  before  they 
were  published.  He  asked  me  to  what  articles  I  referred.  I  handed  him  the 
copies  of  the  Tribune  of  December  3  and  4.    He  glanced  at  them  and  then  said : 

"  I  believe  the  statements  in  these  articles  are  true,  and  admit  having  told 
the  reporter  that  I  believed  them  to  he  true." 

I  said,  "Then  you  hnd  seen  the  articles  before  they  were  published?" 

Mr.  Ailes  replieil  again,  '*  I  believe  the  statements  in  the  articles  are  true." 

Thereupon  Mr.  Williams  said : 

"  Mr.  Ailes,  these  articles  are  a  tis.sue  of  falsehoods  and  you  know  them  to 
be  untrue." 

Mr.  Ailes  then,  addressing  Mr.  Williams,  said: 

**  Mr.  Williams,  when  you  were  appointed  Assistant  Secretary  eight  months 
ago  I  rejoiced,  but  I  have  regretted  It  ever  since.  You  are  prejudiced  against 
me  becau.se  I  was  elected  a  director  of  the  Seaboard  Air  Line." 

He  intimated  that  Mr.  Williams  was  antagonistic  to  him  and  was  trying  to 
injure  him.    To  this  Mr.  Williams  replied: 

**  That  is  absolutely  untrue.' 


»» 
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I  pause  here  for  a  moment  to  inquire  or  to  raise  the  question,  why 
should  I  have  been  prejudiced  against  Mr.  Ailes  because  he  was 
elected  director  of  a  railroad  and  when  five  or  six  other  gentlemen 
were  elected  al)out  the  same  time?  I  was  not  prejudiced  against  any 
of  them.  There  is  really  no  gi'oimd  for  it.  no  possible  ground  for  tlie 
suggestion. 

[Continuing  i-eading :] 

Mr.  Alios  then  lnH-ame  more  offensive  toward  Mr.  Willfnms  antl  began  to  say 
things  rellectinR  uix)n  tlio  (hM«iriniont,  and  I  intenM>sed  and  said: 

**  (Jentlenien,  tliere  imist  be  no  controversy  of  tlds  character  here.  I  wiU  iwt 
iwrudt  It." 

Mr.  Ailes  would  not  be  deterred,  however,  and  contlnue<l  in  an  offensive 
manner  to  address  Mr.  Williams,  wlien  I  said : 

"  Mr.  Ailes,  I  will  be  d d  if  I  will  i)onnit  this  in  my  office,  and  if  you 

I)erslst  In  it  I  shall  have  to  order  you  out." 

I  remained  sitting  when  I  said  this  and  at  no  time  advance^l  in  a  mejiacing 
or  other  manner  toward  Mr.  Ailes.  I  then  arose  from  my  chair ;  everybody  else 
arose  at  the  J<ame  time,  and  I  said  to  Mr.  (ilover: 

"  Mr.  Glover,  I  am  glad  to  acquit  you  of  any  part  In  these  imblications.  I 
uish  you  would  stay  as  I  would  like  to  talk  to  you  a  little  furtlier  about 
this  matter." 

Mr.  Glover  remained.  Mr.  Ailes  and  Mr.  Klather  left  the  room  from  the 
anteroom  where  my  private  secretary,  Mr.  Cooksey,  has  his  desk,  and  Mr. 
Williams  and  Mr.  Elliott  departtnl  by  the  side  door.  Mr.  Glover  and  I  con- 
tlnue<l  the  conversation  In  an  entirely  frlen<lly  manner.  I  explained  to  him 
my  anxiety  about  the  effect  of  these  publleations.  and  said  that  I  felt  sure 
that  If  he  could  control  them  they  would  not  continue.  I  also  stated  to  him 
that  he  could  readily  understand  that  if  confidence  in  the  local  situation  was 
again  disturbed  It  would  be  a  serious  matter  for  all  the  banks  in  Washington. 
Possil)ly  it  is  from  this  statement  that  Mr.  Glover  gathere<l  the  impression  or 
drew  the  Inference  that  I  had  said : 

**  Mr.  Glover,  you  know  what  this  means  to  the  Kiggs  Hank." 

The  Chairman.  Just  what  did  the  Seci etarv  say  thoie ? 
Mr.  WiixiA3is.  [Reading:] 

I  said  no  such  thing  and  nothing  In  substance  to  that  effect,  or  that  could  be 
construed  Into  the  meaning  that  lie  has  endeavorefl  to  give  to  my  language. 
Mr.  Glover  agreed  with  me  fully  about  the  matter,  and  reassured  me  that 
neither  he  nor  any  of  the  oflicers  of  the  Uiggs  Bank  were  encouraging  the 
Tribune  to  continue  tliese  attacks. 

He  then  talked  about  the  work  he  had  done  In  upbuilding  Wasliington,  made 
some  allusion  to  his  altercation  with  Congressman  Sims,  and  then  left.  We 
parte<l  In  a  thoroughly  friendly  manner.  I  have  not  s<»en  Mr.  Glover  since. 
He  remalne<l  with  me  al>out  15  minutes  after  Mr.  Ailes,  Mr.  Flather.  Mr. 
Williams,  and  Mr.  Elliott  had  gone. 

Immediately  after  his  departure  I  sent  for  Mr.  Williams  and  also  for  Mr. 
Cooksey,  told  them  the  subject  of  my  conversation  with  Mr.  Gl(»ver,  and  said 
that  I  thought  he  would  use  his  efforts  to  prevent  further  )mblh*2itlons  in  the 
Tribune  that  would  cause  alarm  about  the  financial  situation  in  Washington. 

That  is  Sooretarv  ^IcAdoo's  report  of  that  interview,  he  being 
present.    Afr.  Hogan  was  not  present. 

I  now  will  read  Mr.  Elliott's  affidavit  on  the  same  subject : 

AFFIDAVIT  OF   MILTON    C.    KIJ.IOTT. 

DisTBicT  OF  Columbia,  88: 

Milton  C.  Elliott,  b<?lng  sworn,  says :  I  am  at  present  counsel  for  the  Fetlerul 
Reserve  Hoard  and  am  locatetl  In  tlie  Treasury  Building,  in  Washington. 

In  I)eceinl)er,  1913,  I  was  counsel  for  insolvent  banks  in  the  oflice  of  the 
Bureau  of  the  Comptroller  of  the  Currency,  and  had  my  offices  In  that  bureau 
In  the  Treasury  Building. 

I  have  a  distinct  recollection  of  the  Interview  in  the  oftice  of  the  Secretary 
of  the  Trenmiry  in  December,  1913,  following  the  publications  In  the  New  York 
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Tribune  in  its  issues  of  De<*enil)er  3  and  4,  with  respect  to  tlie  United  States 
Trust  Co.  and  tlie  Munsey  Trust  Co. 

On  the  morning  of  the  interview  in  question  I  went  to  the  office  of  the  Sec- 
retary of  the  Treasury  at  the  request  of  the  comptroller.  Tlie  Secretary  in- 
fornie<i  me  that  he  had  reason  to  believe  that  one  or  more  of  the  officers  of  the 
Riggs  National  Bank  was  or  were  responsible  for  those  articles  attacking  the 
iidministration.  and  the  comptroller  in  particular,  and  that  lie  Intended  inviting 
Mr.  Glover  to  come  to  his  office  for  the  purpose  of  interrogating  him  as  to  the 
origin  of  those  articles.  I  then  left  the  Secretary's  office  and  returned  later, 
when  sent  for.  Comptroller  Williams  and  I  went  in  together.  We  found  Mr. 
Glover  in  the  Secretary's  office.  The  Secretary-  turneil  to  Mr.  Glover  and  said 
in  substance : 

"  Mr.  Glover,  I  am  direct  In  my  methods  and  believe  In  going  straight  to  the 
point  when  I  have  a  situation  to  deal  with.  I  have  reason  to  believe  that  you 
or  one  of  the  officers  of  the  Rlggs  National  Bank  are  responsible  for  the  articles 
that  have  appeared  in  the  Tribune  attacking  this  department" 

Mr.  Glover  denied  responsibility,  and  stated  in  effect  that  he  knew  nothing 
of  these  articles  until  they  appeared  in  the  paper ;  that  if  other  officers  of  the 
bank  were  supposed  to  be  involved  he  thought  it  only  proper  that  they  should 
be  sent  for  and  questioned. 

At  his  request  a  telephone  message  was  thereupon  sent,  asking  that  Mr.  Ailes 
and  Mr.  Plather  come  to  the  office.  Shortly  thereafter  these  gentlemen  aiv 
peared.  The  Secretary  then  repeated  to  them  what  he  had  said  to  Mr.  Glover. 
Both  Messrs.  Ailes  and  Flather  denle<l  responsibility  for  the  articles  In  ques- 
tion.   The  Secretary  then  turned  to  Mr.  Ailes  and  said  in  substance : 

"  Mr.  Ailes,  I  will  be  still  more  speciflc.  My  information  is  that  you  were 
responsible  for  these  articles." 

Mr.  Ailes  denied  that  he  was  responsible.  The  Secretary  then  asked,  in  sub- 
stance : 

"Did  you  see  the  articles  before  they  were  published?"  to  which  Mr.  Ailes 
replied  In  the  negative.    The  Secretary  then  asked : 

'*  Did  you  know  the  substance  of  these  articles  before  they  were  published?" 
Mr.  Ailes  then  said,  "  What  articles  do  you  mean?" 

The  Secretary  thereupon  handed  him  the  newspapers  containing  the  articles 
referred  to.    Mr.  Ailes  glanced  at  them,  and  said  in  substance  that  they  were 
read  to  him  by  the  reporter,  or  that  he  had  been  over  them  with  the  reporter, 
before  they  had  been  published. 
The  Secretary  then  said.  In  effect: 

"  Did  you  vouch  for  or  authorize  their  publication  ? "  to  which  Mr.  Ailes 
replied : 

"  I  believe  the  facts  stated  in  those  articles  to  be  true." 

Thereupon  the  Secretary  asked,  "  Did  you  state  to  the  reporter  that  you 
believed  them  to  be  true?  "  to  which  Mr.  Ailes,  with  some  hesitation,  replied  in 
the  affirmative. 

Mr.  Williams  then  said  to  hlra  that  the  articles  to  which  he  referred  were  a 
tis.«nie  of  falsehoml.**.  The  Secretary  then  turned  to  Mr.  Glover  and  said,  in 
effect: 

"  Mr.  Glover,  I  am  very  glad  to  acquit  you  of  responsibility  in  this  matter. 
It  is  manifest  that  matters  of  this  kind  would  not  be  published  unless  they 
had  the  authority  of  some  supposedly  responsible  source,  and  it  Is  for  this  reason 
that  I  want(Hl  to  take  the  matter  up  with  you  directly." 

This,  in  effect,  closed  the  interview  In  so  far  as  It  related  to  the  publications 
In  question. 

Mr.  Alios  then  volunteered  certain  remarks  about  the  comptroller,  stating 
that  when  he  (Mr.  Williams)  had  been  made  Assistant  Secretary,  about  eight 
months  before,  he  was  delighted,  but  that  he  had  regretted  it  ever  since  his 
appointment,  and  mentioned  some  outside  matters  which  were  not  Involved  In 
the  articles  In  question,  but  apparently  In  justification  of  his  antagonism  to  the 
comptroller. 

It  was  while  making  these  remarks  that  some  insinuations  were  made  by  Mr. 
Ailes  apparently  reflecting  both  on  the  comptroller  and  on  the  Secretary,  where- 
upon the  Secretary,  without  rising  from  his  seat,  turned  to  Mr.  Ailes,  and  in 
very  emphatic  language  resented  these  insinuations,  stating  that  if  he  (Mr. 
Ailes)  persisted  In  such  remarks  it  might  become  necessary  for  the  Secretary 
to  have  him  put  out  of  the  office. 

Mr.  Flather  and  Mr.  Ailes  left  shortly  afterwards,  and  Mr.  Williams  and  I 
followed,  leaving  Mr.  Glover  with  the  Secretary. 
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No  statement  or  remai  k  was  made  by  the  Secretary  in  my  presence  either  In 
substance  or  to  the  effoct  as  stattnl  in  the  bill — 

'*  Mr.  Glover,  do  you  know  what  that  means  to  the  Hiprgs  Bank?  **  nor  did  tbe 
Secretary  say  anythin$^  that  could  be  construed  as  a  threat  of  reprisal  against 
the  UiRgfi  Bank  or  of  hostility  to  it. 

On  the  contrary,  the  explanations  of  Mr.  Glover  and  Mr.  Flather  were  ac- 
cepted by  him,  and  the  only  ovldrnce  of  resentment  during  the  Interview  was 
when  Mr.  Ailes  made  the  aforesaid  insinuations,  that  were  in  no  way  connected 
with  the  articles  in  question,  but  reflected  the  personal  animosity  of  Mr.  AileiL 

I  was  present  during  the  entire  time  that  Mr.  Ailes  and  Mr.  Flather  were 
in  the  office  of  the  Swretary,  and  Mr.  Glover  remained  with  the  Secretary  after 
the  rest  of  us  had  left. 

^IlLTON  C  Et.T-IOTT. 

The  above  eml>odies  my  entire  recollection  of  the  occurrences  at  tliat  inter- 
view. 

Subscribed  and  sworn  to  before  me  this  11th  day  of  Mny,  1915. 

Ralph  Baldwin  Pratt, 
Notary  Public,  District  of  Columbia, 

The  Chairman.  When  were  those  affidavits  secured,  and  for  v^hat 
purpose  ? 

Mr.  Williams.  In  the  Riggs  equity  suit. 

Mr.  Chaii'man  and  gentlemen 

The  Chairman.  Did  Mr.  Glover  testify  in  that  case?  It  did  not 
get  as  far  as  that,  did  it? 

Mr.  Williams.  He  had  filed  his  bill. 

The  CiiAiRMAx.  His  affidavits? 

Mr.  Williams.  He  filed  a  bill. 

The  Chairman.  In  Mr.  Glover's  affidavits  did  he  state  what  Mr. 
Hogan  stated  before  this  committee  ? 

Mr.  Williams.  He  made  statements  to  that  effect. 

The  Chairman.  And  it  was  in  response  to  the  statement  that  Mr. 
Glover  made,  or  affidavits,  that  those  affidavits  were  produced? 

Mr.  Williams.  I  understand  so. 

The  Chairman.  Did  Mr.  Flather  also  make  an  affidavit? 

Mr.  Williams.  My  recollection  is  that  the  bill  filed  was  signed  by 
several  of  the  officers  of  the  Kiggs  Bank. 

The  Chairman.  That  is  where  Mr.  Hogan  got  his  information, 
from  those  affidavits? 

Mr.  Williams.  I  assume  so;  I  do  not  know. 

The  Chairman.  They  conform,  as  I  understand  you,  substantially 
to  his  testimony  here. 

Mr.  Williams.  I  do  not  Imow^  whether  he  was  testifying  about 
what  they  may  have  said  to  him  on  the  outside  or  whether  he  copied 
it  from  the  affidavit;  I  do  not  know.  But  that  remark  which  I  have 
referred  to  here  I  think  was  substantially  as  made  by  the  Biggs  bill. 

The  Chair3Ian.  Mr.  Hogan  said : 

Then  Mr.  McAdoo,  in  Mr.  Wlllinms's  presence,  this  beinp:  In  1013,  turned  to 
Mr.  Glover  and  said — all  this  being  a  matter  of  sworn  public  record — "  You 
know,  Mr.  Glover,  what  this  means  to  Riggs  National  Bank." 

That  refers  to  what  Glover  testified  to  in  his  affidavit? 

Mr.  Williams.  I  can  not  undertake  to  say  where  Mr.  Hogan  got 
his  information ;  I  do  not  know. 

The  Chairman.  No;  but  that,  in  substance,  does  represent  what 
Mr.  Glover  testified  to  in  his  affidavit — do  you  know  that? 

Mr.  Williams.  As  far  as  I  recall  it,  it  is  in  line  with  that;  it  is 
in  line,  as  I  understand  it,  with  what  Mr.  Glover  had  said  so  far  as 
that  particular  statement  is  concerned. 
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Those  two  affidavits  are  in  answer  to  the  report  that  Mr.  Hogan, 
who  was  not  present  at  the  interview,  undertook  to  lay  before  the 
committee. 

Now,  Mr.  Chairman  and  gentlemen,  Mr.  Hogan  in  the  course  of  his 
testimony  frequently  said  that  the  controversy  with  the  Kiggs  Bank 
began  on  June  9,  1914 — over  and  over  again.  He  gives  that  as  the 
date  upon  which  the  controversy  arose.  If  we  assume  that  it  is  cor- 
rect and  that  the  controversy  did  date  from  that  point,  I  shall  ask 
ihe  privilege  of  showing  you  the  attitude  of  mind  of  the  Riggs  Na- 
tional Bank  officials  at  that  time,  by  reading  to  you  and  introducing 
into  the  record  a  copy  of  a  letter  addressed  to  me  under  date  of 
June  9, 1914,  the  very  day  which  Mr.  Hogan  sets  as  the  time  of  the 
commencement  of  the  controversy : 

National  Bank  Examines, 

Treasubt  Depabtment, 
Office  of  Oomptboixeb  of  the  Currency, 

June  P,  1914. 
The  honorable  Comptroller  of  the  Currency, 

Washington,  D.  C, 

Sir:  An  examination  of  the  Rlggs  National  Bank,  Washington,  D.  C,  begun 
at  the  close  of  business  May  18,  1914,  revealed  the  fact  that  a  large  part  of  the 
loans  held  by  this  bank  were  secured  by  listed  and  unlisted  stock  and  bonds 
and  by  the  further  fact  that  some  of  these  stocks  and  bonds  were,  according 
to  the  statements  of  the  bank  officers,  purchased  through  New  York  brokers, 
and  that  a  part  of  these  stocks  and  bonds  were  purchased  through  Mr.  W.  J. 
Flather,  vice  president  of  the  Rlggs  National  Bank,  a  member  of  the  Washing- 
ton Stock  Exchange. 

I  have  prepared  a  schedule  of  loans  of  this  class  of  $5,000  and  over,  which 
is  filed  with  my  report  of  examination,  and  in  order  to  ascertain  Just  what 
proportion  of  these  loans  was  carried  on  account  of  compensating  balances,  and 
in  order  to  verify,  if  possible,  the  amount  of  stocks  and  bonds  purchased  as 
claimed  through  New  York  brokers,  and  also  the  stocks  purchased  through  Vice 
President  Flather  on  the  Washington  Stock  Exchange,  I  asked  my  assistant, 
Mr.  E.  J.  Donahue,  to  take  the  copy  of  th<?  schedule  of  loans  of  $5,000  and 
over,  above  referred  to,  to  the  Riggs  National  Bank  and  note  the  avertige  ledger 
balances  in  pencil  opposite  the  individual  names  on  this  schedule. 

Mr.  Donahue,  my  assistant,. called  at  the  Rlggs  National  Bank  to*day  at  2.30 
o'clock  and  stated  to  Mr.  H.  H.  Flather,  the  cashier,  the  object  Of  Ills  visit, 
and  that  he  called  as  my  assistant,  under  my  direction,  and  representing  me 
as  an  examiner. 

Mr.  Donahue  reports  to  me  the  following:  That  upon  his  request  made  to 
Mr.  H.  H.  Flather,  cashier,  that  he  be  allowed  to  examine  the  individual 
ledgers  of  the  bank  and  to  note  the  average  balances  maintained  by  the  makers 
of  the  collateral  notes  listed  in  this  schedule,  Mr.  H.  H.  Flather  Informed  him 
that  the  bank  did  not  require  all  borrowers  on  secured  paper  to  maintain  bal- 
ances, and  for  this  reason  he  would  be  unable  to  find  accounts  in  the  individual 
ledgers  of  a  great  many  of  the  names  of  persons  to  whom  loans  had  been  made 
on  collateral. 

That  statement  confirmed  the  apprehensions  or  theory  which  the 
examiner  had  at  that  time  as  to  the  source  or  orirai  of  a jgreat  many 
or  of  a  large  portion  of  the  loans  of  the  Riggs  Sank.  He  had  sus- 
pected that  these  loans  arose  from  speculative  stock  and  bond  trans- 
actions rather  than  through  the  ordinary  current  operations  of  a 
national  bank  as  generally  conducted.  I  will  discuss  that  further 
a  little  later  on,  however.    I  will  continue  reading  this  letter: 

At  this  time  Mr.  Milton  E.  Ailes,  vice  president  of  the  Klggs  National  Bank^ 
joined  in  the  conversation,  and,  after  Mr.  H.  H.  Flather  had  stated  to  Mr.  Ailes 
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the  purpose  of  Mr.  Donahue's  visit,  Mr.  Alles  inquired  of  my  assistant,  Mr. 
Donahue,  who  it  was  that  wanted  this  information,  and  w*as  informed  in  answer 
to  this  inquiry  that  Mr.  Trimble,  the  examiner,  wanted  the  information.  3fr. 
Ailes  then  asked  my  assistant  if  I  had  made  other  examinations  before  coming 
into  this  bank,  and  was  informed  that  other  examinations  of  banks  had  been 
made  by  me  before  coming  into  the  RIggs  National  Bank.  Mr.  Ailes  thai  in- 
quired whether  or  not  it  was  the  custom  to  obtain  this  character  of  informatiOD 
from  other  banks. 

At  this  point  in  the  conversation  Mr.  H.  H.  Flather,  cashier,  said  to  Mr. 
Donahue  that  he  would  be  allowed  to  examine  the  ledgers,  but  would  not  be 
permitted  to  make  any  notes  on  the  average  balances  on  the  schedule  to  take 
away  with  him. 

Mr.  Donahue  then  asked  Mr.  H.  H.  Flather,  cashier,  if  he  would  be  allowed 
to  go  through  the  ledgers  and  note  on  the  schedule  the  names  of  the  borrowen 
who  had  no  accounts  with  the  bank,  to  which  Mr.  H.  H.  Flather,  casdiier,  re- 
plied that  he  would  not  be  allowed  to  make  any  notation  on  the  schedule  to  be 
taken  from  the  bank. 

Mind  you,  that  is  the  cashier  speaking  to  the  national  bank  ex- 
aminer.    [Continuing  reading:] 

Mr.  Wm.  J.  Flather,  vice  president,  joined  the  group  at  this  time  and  said: 
"  We  make  loans  to  individuals  regardless  of  whether  or  not  they  keep  accounts, 
provided  they  give  satisfactory  security.  If  there  is  anything  the  matter 
with  our  loans,  go  ahead  and  criticize  them."  Mr.  Ailes  then  said,  '*  We  wUl 
have  the  comptroller  in  court  in  a  minute"  (in  this  way  showing  his  disap- 
proval). Mr.  W.  J.  Flather  (addressing  his  remarks  to  Mr.  Ailes)  said,  "This 
thing  has  gone  far  enough  and  it  might  just  as  well  come  to  a  head  now.'* 

Mr.  H.  H.  Flather,  cashier,  then  said,  "  The  comptroller  can  go  to  hell."  Mr. 
W.  J.  Flather,  vice  president,  said  to  tell  Mr.  Trimble  that  Mr.  Glover,  the 
president  of  the  bank,  would  be  at  the  bank  to-morrow  morning,  and  if  be 
wished  to  do  so,  he  could  see  him  at  that  time. 

It  is  my  purpose  to  call  upon  Mr.  Glover  to-morrow,  the  10th  instant,  and 
obtain,  if  pos.sible^  the  information  desired. 
Respectfully, 

Jas.  Trimble,  Examiner, 

Mr.  Chairman  and  gentlemen,  I  respectfully  ask  your  attention  to 
the  attitude  of  mind — ^- 

The  Chairman.  What  date  is  that? 

Mr.  Williams.  June  9, 1914,  the  date  on  which  Mr.  Hogan  says  the 
controversy  and  trouble  began. 

That  is  the  attitude  of  those  three  officers  of  that  national  bank  as 
displayed  to  the  national  bank  examiner 

The  Chairman.  Mr.  Glover  was  not  there. 

Mr.  Williams.  No,  sir ;  he  was  to  be  seen  the  next  day.  The  com- 
ment of  the  vice  president,  Mr.  Ailes,  was,  "  We  will  have  the  comp- 
troller in  court  in  a  minute." 

The  Chairman.  In  regard  to  these  affidavits,  were  those  contro- 
verted by  Mr.  Ailes  and  Mr.  Flather? 

Mr.  Williams.  Never  that  I  have  heard,  Mr.  Chairman.  (Bead- 
ing:) 

Mr.  H.  H.  Flather,  cashier,  then  said,  "  The  comptroller  can  go  to  helL" 

Now,  I  ask  you  to  make  note  of  the  attitude  of  mind  of  those  three 
gentlemen,  three  of  the  active  officers  of  the  bank  at  the  time  when 
the  controversy  is  alleged  to  have  arisen  or  started. 

The  Chairman.  Does  tlie  document  that  you  have  contain  aflSda- 
vits  of  Mr.  Flather  and  Mr.  Ailes? 

Mr.  Williams.  I  have  no  affidavits  from  them  on  this  subject. 

The  Chairman.  Did  they  file  any  in  the  equity  proceedings? 

Mr.  Williams.  In  answer  to  this? 

The  Chairman,  Yes. 
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Mr.  Williams.  Not  that  I  know  of. 

The  Chairman.  They  did  file  affidavits? 

Mr.  Williams.  I  think  Mr.  Hogan  stated  that  the/ourt  generously 
permitted  them  to  file  affidavits,  although  it  was  contrary  to  the 
usual  rules  of  practice  to  allow  it  to  be  aone  in  a  case  such  as  that ; 
but  as  to  exactly  what  those  affidavits  were  which  were  filed,  I  do  not 
recall.  I  remember  one  of  the  affidavits  which  was  filed  was  the 
affidavit  which  resulted  in  the  perjury  suit.  That  was  signed  by 
those  three  gentlemen — Mr.  Glover,  Mr.  W.  J.  Flather,  and  Mr. 
H.  H.  Flather. 

Mr.  Chairman  and  gentlemen,  these  papers  which  I  have  taken 
the  liberty  of  reading  to  you  are  in  response  to  the  charges  made 
by  Mr.  Hogan  as  to  the  personal  hostility  or  malice  which  he  says 
existed  on  the  part  of  tne  Treasury  officials  (p.  150  of  the  July 
hearings).  I  also  will  simply  call  your  attention  right  here  again 
to  the  opinion  of  the  court,  which  has  already  been  referred  to,  to 
the  effect  that  in  the  judgment  of  the  court,  if  there  was  any  malice 
an3rwhere  it  was  on  the  part  of  the  complainants,  the  officials  of  the 
Riggs  Bank,  and  not  on  the  part  of  the  Secretary  of  the  Treasury 
or  tne  Comptroller  of  the  Currency,  and  in  his  interlocutory  decree 
he  discusses  that  aspect  of  the  case  to  some  extent. 

I  think  that  we  would  probably  be  safer  in  taking  the  opinion  of 
Mr.  Chief  Justice  McCoy  of  the  Supreme  Court  on  that  point  than 
the  opinion  of  Mr.  Hogan. 

On  page  150,  where  Mr.  Hogan  stated  that  he  was  going  now  to 
the  main  thing,  and  gives  as  uie  first  C|f  the  two  mam  things  the 
alleged  malice  toward  Messrs.  Ailes  and  Flather,  I  will  now  take 
up  the  second  of  what  he  seems  to  regard  as  one  of  the  two  main 
things. 

In  the  fourth  line  from  the  bottom  on  page  150  he  says : 

Second.  George  G.  HiU,  the  New  York  Tribune  correq;K>ndent,  and  for  some 
years  now  the  London  Times  correspondent — or  one  of  the  London  Times 
correspondents — wrote  the  articles  which  criticized  Williams's  public  conduct 
with  relation  to  the  Munsey-United  States  Trust  Ck).  consolidation  In  this  city 
in  1913.  Every  time  he  Issued  a  public  statement  you  will  find  in  it  an  attack 
on  Hill. 

That  statement,  Mr.  Chairman,  I  respectfully  submit  is  a  falsifica- 
tion, without  the  slightest  warrant  or  foundation. 

"Every  time  he'— that  is,  referring  to  the  Comptroller  of  the 
Currency — ^"issues  a  public  statement  you  will  find  in  it  an  attack 
on  Hill.''  That  is  so  absurd,  so  ridiculous,  that  I  hardly  think  it  is 
worth  while  to  comment  upon  it. 

I  have  issued  himdreds,  if  not  thousands  of  public- statements, 
and,  as  far  as  I  recall,  Mr.  Hill  has  never  been  mentioned  more  than 
once  or  twice  in  those  public  statements.  But  that  is  a  fair  sample 
of  the  accuracy  or  correctness  of  most  of  the  statements  made  to 
your  committee  by  Mr.  Hogan. 

He  also  goes  on  and  says : 

Every  time  Hill  has  written  an  article  reflecting  upon  the  condition  of  his 
public  office  he  has  gone  after  whoever  dared  publish  that  article.  Not  long^ 
ago  his  secretary  telephoned  to  Hill,  because  Hill,  in  the  Boston  Transcript^ 
had  written  an  article  about  the  comptroller's  public  cqnduct,  summoning  Hill 
before  the  bar  of  that  supreme  tribunal  to  answer.  As  I  say,  he  has  taken 
advantage  of  this  proceeding  here. 
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The  facts  were  that  my  attention  was  called  to  a  statement  pub- 
lished in  the  Boston  Transcript  some  months  ago»  which  was  full 
of  falsifications  and  incorrect  statements  calculated  to  injure  me. 
I  made  inquiry  to  escertain  the  author  of  the  aiticle — ^it  was  not 
siirned  by  Mr.  Hill — and  was  informed  that  Mr.  Hill  was  the  author 
01  it:  whereujK)n  my  secretary-,  assuming  that  if  Mr.  Hill  were  a 
responsible  man,  a  responsible  journalist^  he  would  be  glad  to  hare 
the  opportunity  of  correcting  a  manifestly  untrue  statement  made 
by  him  in  the  coui*se  of  an  editorial  letter  to  a  responsible  paper- 
that  he  would  he  plad  to  correct  it  and  have  the  mistakes  pomted 
out  to  him — called  him  up  and  asked  if  he  would  come  over  to  the 
Treasury,  which,  however,  he  declined  to  do.  As  far  as  I  know  he 
has  never  to  this  day  attempted  to  repair  the  false  statements  which 
were  published  in  that  Transcript  article. 

Mr.  Hogan  says,  on  page  151 : 

The  Rlgl^s  Bank  at  that  time,  or  U«  officers,  had  been  directing  the  publicity* 
l>ecauBe,  hr  you  Senators  will  recNi^Is^,  there  wert*  two  aspects  to  that  when 
we  were*  foreeil  to  bring  this  man  to  the  bar  of  a  court  of  Justice  to  assert 
our  rights.  One  was  tlie  public  asp*»ct,  tlie  other  was  the  court  aspect-  If  the 
publicity  was  not  intelligently  handled,  a  run  would  have  occurred  on  that 
bank.  Mr.  Hill  was  a  man  who  had  ex{>erience  in  handling  things  of  that 
sort,  and  he  demittcMl  from  the  Senate  gallery.  I^itterly  he  lias  done  the  same 
thing,  l)ecause  he  is  now  doing  publicity  work  for  the  national  committee. 

Xow,  the  publicity  work  which  Mr.  Hogan  informs  you  was  done 
for  and  at  tne  behest  of  the  Rig:gs  National  Bank's  omcials  at  that 
time  I  think  was  also  equally  discreditable  to  its  author  because  of 
the  misleading  and  incorrect  statements  which  were  published  and 
put  out  to  the  press  of  the  country  at  that  time,  and  to  his  discredit 
rather  than  to  his  credit. 

He  next  naively  informs  the  committee  that  Mr.  Hill  is  now  doing 
publicity  work  for  the  national  committee.  If  he  had  not  infoimed 
the  committee  of  that,  I  should  have  suspected  it  fix)m  the  char- 
acteristic editorials  which  read  mv  office  a  few  days  ago  from 
two  countrj'  newspapers,  identical  m  language,  both  vicioiLslv  at- 
tacking the  Comptroller  of  the  Currency,  one  published,  I  tliink, 
in  New  Hampshire,  and  the  other  in  Illinois — two  small  country 
newspapers,  eyidentl}'  the  result  of  propapinda;  and  while  I  have 
taken  no  steps  as  yet  to  ascertain  the  origin,  it  is  evidejit  that  they 
came  from  a  common  source,  and  they  have  certain  eanniirks  of  Mr. 
Hill  upon  their  face.  It  ma}'  be  that  he  did  not  write  those,  but 
the  strong  suspicion  is  that  he  did. 

Mr.  Hogan  nraises  Mr.  Hill  and  proceeds  to  read  into  the  record 
a  letter  from  Mr.  Koot:  but  I  call  your  attention  to  the  fact  that 
Mr.  Hogan  omitted  to  read  into  the  record  a  letter  from  Mr.  Hill's 
former  employer,  the  New  York  Tribune,  who  were  familiar  with 
his  work  and  who  saw  fit  to  dispense  with  his  services.  A  letter 
from  the  Tribune  would  i)erhaps  have  been  more  significant  than 
a  letter  from  othei*s  who  may  never  have  employed  him. 

The  Chairman.  Have  you  got  any  such  letter?  Do  you  know  any- 
thing about  any  such  letter? 

Mr.  Williams.  From  whom? 

The  Chairman.  The  Tribune,  dismissing  him. 

Mr.  Williams.  I  do  not. 
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The  Chairman.  Well,  do  vou  mean  to  insinuate  that  they  dis- 
missed him 

Mr.  Williams.  I  mean  to  say  that  he  separated  from  them  soon 
after  this  incident. 

The  Chairman.  Oh,  well 

Mr.  Williams.  In  connection  with  the  products  of  Mr.  Hill,  the 
Tribune  articles,  I  ask  your  attention  to  page  25  of  the  hearings  in 
February,  1914,  where  the  Tribune  articles  which  are  written  by 
Mr.  Hill  have  been  discussed.    I  say  at  that  time : 

Now,  I  am  prepared  to  disprove  and,  I  think,  completely,  each  and  every  one 
of  the  statements  which  have  been  published  in  the  New  York  Tribune,  or  any 
other  newspaper,  which  reflects  in  the  slightest  degree  upon  Secretary  McAdoo, 
or  upon  any  other  officer  of  the  Treasury,  or  upon  anything  which  was  done  by 
the  Treasury  Department  in  connection  with  this  transaction  in  any  way. 

The  transaction  referred  to  was  the  United  States  Trust  Co.  trans- 
action which  had  been  so  savagely  attacked  by  the  New  York 
Tribune. 

(Continuing  reading:) 

The  Chaibman.  There  has  been  no  attack  before  the  committee  which  would 
reflect  upon  the  department  in  any  way,  but  the  inquiry  naturally  arose  be- 
cause of  these  publications,  and  we  wanted  to  have  information  about  the 
matter. 

Mr.  Williams.  Yes,  sir;  and  it  Is  a  tissue  of  falsehoods  from  start  to  finish. 
There  was  no  point  which  they  made  which  can  be  substantiated;  in  fact,  I 
hesitate  to  take  up  the  time  of  the  committee  in  discussing  it. 

The  Chaibman.  Unless  the  committee  desires,  X  do  uot  think  it  is  necessary 
to  go  into  that  matter. 

Mr.  Williams.  I  am  prepared  to  do  so  if  it  Is  desired. 

The  Chaibman.  The  only  point  in  it  was  that  it  was  suggested  that  there 
was  some  injustice  and  impropriety  upon  the  part  of  the  Treasury  Department 
as  administered  through  yourself. 

Mr.  Williams.  Yes. 

The  Chaibman.  And  if  there  Is  no  particular  point  the  committee  desires  to 
inquire  about,  I  do  not  see  any  necessity  for  going  on  with  it 

Mr.  Williams.  Some  of  the  statements  made  are  so  absurd  that  they  carry 
their  own  refutation  upon  their  face.  For  instance,  one  of  the  statements  of 
the  New  York  Tribune  was  that  the  action  of  the  department  in  facilitating  or 
making  possible  the  consolidation  or  the  acquisition  of  the  United*  States  Trust 
Co.  by  the  Munsey  Trust  Co.  caused  a  serious  injury  to  the  small  depositors 
of  the  United  States  Trust  Co.  That  was  one  of  the  false  statements  which 
they  made. 

Another  one  was  that  by  permitting  them  to  hold  their  doors  open  a  grave 
injury  was  done  to  those  depositors. 

As  I  say,  most  of  the  statements  are  manifestly  absurd  upon  their  face,  but, 
as  I  say,  if  there  is  any  question  upon  this,  or  any  other  matter  among  the  many 
false  statements  which  have  been  floating  around — and  which  are  not  specific, 
but  are  in  the  shape  of  insinuations  or  innuendo— which  the  committee  desires 
to  ask  about,  I  shall  be  most  happy  to  have  the  privilege  of  answering  them. 

The  Chaibman.  Is  there  any  other  question  by  any  member  of  the  committee? 

Senator  Weeks.  Mr.  Chairman,  I  very  much  doubt  whether  this  is  the  place 
or  the  time  for  investigating  this  particular  matter.  I  am  rather  inclined  to 
think  that  the  Treasury  Department  did  the  right  thing  in  coming  to  the  rescue 
of  this  situation.  That  Is  my  personal  view.  I  do  not  recall  any  other  case 
where  the  Treasury  Department  similarly  acted,  but  there  were  ample  reasons 
why  it  did  so  in  this  case.  My  feeling  is  that  the  banking  capital  of  Washing- 
ton is  excessive;  and  I  think  that  there  are  quite  likely  a  good  many  weak 
banks  in  Washington ;  and  it  is  possible  that  there  might  have  been  other  runs 
started  if  something  had  not  been  done.  We  are  really  not  investigating  that 
matter  and  this  is  no  place  for  it 

Despite  the  fact  that  the  whole  record  shows  that  tlie  false  state- 
ments in  the  Tribune  articles  were  pointed  out  time  and   again, 
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attention  called  to  Uiem  by  Secretary  McAdoo  and  by  iiie,  yet  Mr. 
Hogan  comes  before  you  and  says,  on  page  35  of  the  July  hearings: 

I  read  those  articles  at  the  time.  I  think  they  are  some  part  of  one  of  the 
d(»cunient8  before  the  Senate  now.  I  lieard  them  denounced  as  malicious  false- 
hoods, hilt  I  have  never  known  of  any  fact  In  them  to  be  pointed  out  as  false. 

Statements  which  have  been  denounced  time  and  again  and  pK)inted 
out  as  maliciously  false. 

I  call  your  attention,  Mr.  Chainuan  and  gentlemen,  to  my  an- 
swers to  what  Mr.  Hogan,  on  page  150,  had  declared  to  be  inferen- 
tial ly  the  main  things,  the  main  objects  of  his  attack — to  be  exact « his 
language  is — 

But  I  have  not  sliown  you  the  main  tiling  even  yet    One  of  the  thing» 

Then  he  goes  on,  and  then  comes  to  those  two  things.  Those  are 
what  he  appears  at  that  time  to  have  regarded  as  the  two  main  things 
which  were  the  objects  of  his  condemnation  and  reprobation  and  for 
which  in  neither  case  was  tliere  the  slightest  foundation. 

Mr.  Chairman,  I  understood  you  to  say,  sir,  that  we  would  go  on 
to-morrow  ? 

The  Chairman.  At  10  o'clock,  Mr.  Williams,  if  you  desire  to. 

Mr.  Williams.  All  right,  sir. 

The  Chairman.  Have  you  completed  all  that  you  care  to  put  in 
to-day? 

Mr.  Williams.  The  next  subject  that  I  will  take  up  I  would  rather 
follow  consecutiveljr.  if  agreeable. 

The  Chairman.  Very  well.  We  will  adjourn  until  to-morrow 
morning  at  10  o'clock. 

(Whereupon,  at  4.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Saturday,  July  26,  1919,  at  10  o'clock  a.  m.) 


SATURDAY,  JULY  26,   1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D.  0. 

The  committee  met,  pursuant  to  adjourmnent,  at  10  o'clock  a.  m. 
in  the  committee  room,  Senate  OflSce  Building,  Senator  George  P. 
McLean,  presiding. 

Present:  Senators  McLean  (chairman),  and  Page. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency, and  others. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Besomed. 

Mr.  Williams.  Mr.  Chairman  and  ffentlemen,  at  yesterdajr  after- 
noon's hearing  I  discussed  and  pointed  out  to  ^ou  the  fallacies  and 
absurdities  of  what  Mr.  Hogan  had  characterized  as  the  two  main 
things,  namely, 'the  alleged  antipathy  toward  Ailes  and  Flather, 
who  had  been  witnesses  in  opposition  to  my  confirmation  five  years 
ago,  and  my  alleged  dislike  of  Mr.  Hill,  the  New  York  Tribune 
correspondent.  Mr.  Hogan's  purpose  seems  to  have  been  to  swamp 
the  record  with  a  conglomeration  of  distortions  and  untruths.  lie 
has  proven  himself  to  be  such  a  rapid-fire  falsifier  that  it  will  nec- 
essarily take  some  of  your  valuable  time,  and  of  my  time,  to  point 
out  to  you  his  principal  misstatements,  but  I  ask  your  indulgence 
while  I  do  so. 

Mr.  Hogan  in  his  testimony  has  made  reference  to  the  communica- 
tion which  he  says  I  addressed  to  the  Boston  Transcript  in  regard 
to  an  article  which  Mr.  Hill  had  written  and  printed  in  that  paper. 
I  beg  leave  to  read  my  letter  to  the  Boston  Transcript  on  that  sub- 
ject, referring  to  that  article : 

DSCBMBEB  30,  1918. 
Managing  Editor,  Boston  Evening  Transcript, 

Boston,  Mass. 

Deab  Sm:  I  am  writing  to  ask  your  attention  to  articles  regarding  the 
office  of  the  Comptroller  of  the  Currency,  and  my  conduct  of  it,  appearing  in 
the  Transcript  of  November  30,  on  page  10  of  part  1,  and  October  5,  on  the 
stock  market  page. 

Please  believe  that  I  do  not  object  to  criticism  of  myself  as  a  public  officer, 
and  that  I  realize  it  is  the  right  and  duty  of  the  press  to  print  such  criticism 
when  it  appears  to  be  required  or  deserved.  I  do  object  to  attacks  against  me 
based  on  flagrant  falsehood,  obviously  Incited  by  malice,  probably  part  of 
bought  propaganda,  and  intended  to  assassinate  my  official  and  personal  char- 
acter. The  established  reputation  of  the  Transcript  assures  me  that  its 
management  would  not  knowingly  publish  slanders  of  that  kind.  For  that 
reason  I  feel  confident  that  you  will  consider  fairly  facts  which  I  offer  for  your 
consideration. 

5^1 
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When  I  had  read  these  articles  I  sent  for  Mr.  Brigham,  your  regular  cor- 
respondent liere,  believing  from  my  knowledge  of  him,  and  from  his  reputa- 
tion, that  he  had  been  imposed  on  with  false  information.  He  was  ill  at  the 
time,  but  upon  his  return  to  his  oflicc  he  called  at  the  Treasury,  and  upon 
being  shown  the  articles  referred  to  he  promptly  and  frankly  told  me  he  had 
not  written  them  and  knew  nothing  of  them. 

I  have  Just  been  able  to  ascertain  tliat  they  had  been  sent  to  you  for  publica- 
tion by  one  George  G.  Hill,  who  has  an  office  in  this  city.  This  man  seems  to  be 
operating  a  small  syndicate  correspondence.  My  attention  has  been  called  to 
letters  verbatim,  the  same  as  that  published  in  the  Transcript  of  Novem- 
ber 30,  which  appeared  in  a  daily  newspaper  published  in  Clarksburg,  W.  Va, 
under  the  name  of  Charles  Brooks  Smith,  on  December  5,  and  dated.  '*  Washing- 
ton, December  — ,"  the  same  article  being  published  in  a  Pittsburgh  new^[>aper, 
dated  December  7. 1918. 

Mr.  C.  B.  Smith,  when  asked  about  the  article  published  under  his  mime, 
called  attention  to  its  prior  publication  in  the  Transcript. 

George  G.  Hill  I  now  recall  as  the  correspondent  of  the  New  York  Tribune 
here  several  years  ago,  who  sent  to  that  newspaper  a  series  of  letters  contain- 
ing virulent,  malicious,  and  wholly  unfounded  attacks  on  me  in  connection  with 
the  action  of  the  Treasury  Department  at  that  time  in  averting  Impending  bank 
troubles  of  Washington.  Before  and  during  the  trial  of  the  Biggs  Bank  cases 
(in  which  the  action  of  this  office  was  completely  upheld  on  every  point  save 
one  small  technicality)  he  seemed  to  be  conducting  a  kind  of  press  agency  fbr 
the  purpose  of  upholding  that  institution  and  assailing  me  and  the  department 
This  is  the  same  man  who  was  denounced  personally  by  Secretary  McAdoo, 
because  of  his  false  statements.  At  that  time,  December  4,  1913,  the  Secretary 
of  the  Treasury  fn  a  public  announcement  said : 

"The  publications  in  a  New  York  newspaper  concerning  the  action  of  the 
Treasury  Department  ^ith  respect  to  the  acquisition  of  the  United  States 
Trust  Co.  by  the  Munsey  Trust  Co.  are  full  of  fal^hood  and  Innuendo 
and  are  without  the  shadow  of  possible  Justification. 

"  The  source  of  these  publications  is  known  to  and  thoroughly  discredited  by 
the  department.*' 

I  have  reason  to  believe  that  this  man  Hill  was  dismissed  from  the  service 
of  the  Tribune  because  the  evidence  disproved  his  assertions  and  convicted  him 
of  outrageous  slander  and  placed  him  under  strong  suspicion  of  having  used 
the  paper  and  his  position  in  the  interest  of  the  Riggs  Bank  and  its  officials  who 
were  under  serious  criticisms  from  this  department. 

On  learning  of  his  Identity,  which  was  not  until  December  27, 1  had  my  secre- 
tary telephone  him  and  ask  him  to  call  at  my  office,  desiring  to  point  out  to 
him  his  flagrant  misstatements  In  the  Transcript  articles  He  replied  declining 
to  come,  and  asked  that  I  communicate  with  him  by  letter.  I  prefer  to  commu- 
nicate with  you  as  the  head  of  the  most  important  newspaper  in  which  the 
articles  here  referred  to  have  appeared,  as  far  as  I  am  informed. 

His  letters,  as  published  In  the  Transcript,  contain  a  series  of  direct  false- 
hoods, which  I  am  prepared  to  point  out  to  you  In  detail,  if  you  wish.  Their 
entire  tone  Is  vindictive,  as  I  think  you  will  see  If  you  will  read  them. 
Slanderous  and  misleading,  rather  than  informing  to  your  public 

As  one  illustration,  I  ask  your  attention  to  his  statement  in  his  article  of 
November  30  that,  "  through  his  Influence.  Mr.  Williams,  has  succeeded  in  tak- 
ing away  more  than  seventy-five  millions  of  deposits  from  the  company  "  (refer- 
ring to  a  certain  trust  company  In  New  York).  This  statement  was  wholly 
false,  Intending  to  be  damaging,  and  was  without  a  particle  of  truth. 

Inevitably  in  my  enforcement  of  the  law,  in  administering  the  otBce  of  the 
Comptroller  of  the  Currency,  I  have  displeased  a  large  number  of  bankers  un- 
accustomed to  close  supervision  of  the  management  of  their  institutions,  and 
have  made  some  enemies,  but  the  present  condition  of  the  national  banks, 
which  Is  unprecedented  prosperity  and  stability,  aftef  coming  through  an  un- 
precedented strain,  Is  ample  vindication  for  the  policy  of  rigid  enforcement  of 
law  and  regulations  which  this  office  has  followed.  Their  present  record  for 
growth,  earnings,  strength,  and  Immunity  from  failure  is  the  best  in  the  entire 
history  of  the  national  banking  system  since  its  organization  in  1863.  Tlie 
abolition  of  the  office  of  the  Comptroller  of  the  Currency,  urged  by  your  corre- 
spondent, is  a  matter  with  the  Congress  after  study  of  the  facts,  and  does  not 
especially  interest  me.  I  was  never  an  applicant  for  the  office  of  Comptroller 
of  the  Currency,  nor  have  I  ever  been  for  any  other  oflice.  and  as  a  matter  of 
fact,  I  refused  to  accept  the  comptroUersliip  wlien  it  was  originally  offered 
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to  me,  accepting  It  the  second  time  it  was  tendered  only  in  the  hope  that  I 
might  perhaps  he  of  some  public  service. 

Therefore,  although  the  future  of  the  comptroller's  office  is  immaterial  to  me 
personally  I  am  interested  in  preventing  reputable  newspapers  from  being  used 
to  circulate  slanders  against  me  and  my  administration.  I  am  accordingly  ask- 
ing your  serious  attention  to  this  incident  and  shall  hope  for  a  definite  reply 
from  you. 

Yours,  very  truly, 

Jno.  Skelton  Williams. 

I  omitted  yesterday  also  to  read  into  the  record,  as  I  intended  to 
do,  the  lower  portion  of  page  8  and  page  9  of  the  February,  1914, 
hearings,  including  a  statement  which  had  been  prepared,  with  a 
view  to  giving  it  to  the  press,  by  Secretary  McAdoo  or  inyself ,  and 
followed  in  that  record  by  interrogatories  by  Senator  Nelson  and 
Senator  Eeed. 

The  Secretary  of  the  Treasury  and  myself  have  considered  the  published 
articles  criticizing  the  taking  over  by  the  Munsey  Trust  Co.  of  the  United 
States  Trust  CJo.  We  realize  that  our  oflicial  acts  are  proper  subjects  for  discus- 
sion by  the  press,  and  that  the  public  has  the  right  to  be  fully  informed  as  to  the 
handUng  of  public  funds,  and  of  the  dealings  of  its  officers  with  public  affairs. 
In  this  instance  evident  attempts  have  been  made  to  avoid  definite  accusations 
or  questions  to  which  direct  answers  could  be  given.  We  have  seen  dally  suc- 
cessions of  hints,  suggestions,  and  surmises,  the  familiar  devices  of  those  who 
endeavor  to  injure  character  and  to  undermine  confidence  while  shirking  re- 
q;>onsibility.  We  have  seen  consistent  repetitions  of  "  according  to  the  story  in 
circulation ;"  "  it  is  broadly  intimated,"  and  the  like.  Opinions  and  expressions 
alleged  to  come  from  persons  regularly  described  and  never  named  have  been 
presented,  and  there  is  no  means  of  Imowing  whether  these  are  imaginary  or 
assaults  from  ambush  by  those  afraid  to  come  out  in  the  open  and  face  contra- 
diction, exposure,  and  shame.  Honest  and  truthful  and  brave  men  who  have 
substantial  reasons  for  complaint  against  ofliicers  of  this  Government  have  no 
reason  for  fear  or  for  concealment  of  their  identity.  If  there  be  citizens  who 
promulgate  such  charges  from  hiding,  it  is  evident  that  they  lack  confidence  in 
their  own  characters  or  lack  of  proof  with  which  they  would  dare  face  the 
public.  * 

This  department  has  abundant  evidence  of  the  inspiration  and  instigation 
of  the  attacks  upon  it  referred  to,  but  does  not  know  how  much  of  the  in- 
nuendo and  insinuation  against  it  are  derived  from  the  instigators  or  how  much 
invented. 

Attempts  to  answer  daily  the  hints  at  wrongdoing  would  have  resulted  In 
unnecessary  discussion  and  controversy,  undignified  and  not  required.  It  was 
deemed  sufllclent  to  interpose  a  direct  challenge  of  the  general  allegations  as 
has  been  done  by  Secretary  McAdoo,  and  then  to  wait  until  the  case  of  the 
complainants  or  accusers  has  been  fully  developed  or  exhausted  before  sub- 
mitting to  the  public  a  complete  statement  of  all  the  facts  and  the  evidence. 
The  department  has  assumed  that  such  a  statement  might  be  in  order  in  jus- 
tice to  the  general  public  to  show  beyond  doubt  that  there  was  never  any 
foundation  for  printed  stories  and  to  prevent  local  un^siness. 

Because  of  recklessness  or  ignorance,  or  possibly  a  combination  of  both, 
the  general  character  of  the  attacks  on  the  Treasury  Department  and  the  trana- 
actions  of  the  trust  companies  has  been  such  as  to  tend  to  dlstuit)  general 
confidence  in  all  banking  institutions  here.  It  is  a  familiar  fact  that  any  false- 
hood, however  gross  or  obvious,  or  however  cautiously  put  forth  by  constant 
reiteration,  can  be  made  to  Impress  the  general  mind,  at  least  with  suspicion 
and  fear,  but  the  articles  in  the  New  York  Tribune,  published  under  Wash- 
ington date  lines,  have  contradicted  each  other  directly  and  absurdly  and  so 
carried  internal  proof  bf  their  own  inaccuracy. 

December  3  the  THbune  says:  "The  Acting  Comptroller  of  the  Currency, 
after  thorough  Investigation  by  Bank  Examiner  Goodhart,  recommended  that 
the  directors  of  that  company  [the  United  Sates  Trust!  be  given  the  option 
of  going  Into  voluntary  bankruptcy  or  of  the  Institution  being  taken  in  charge 

by  the  comptroller."  ,^    .,  t-l 

December  13  the  same  newspaper,  presumably  the  same  writer,  said:  It 
developed  to-day  that  the  national  banks  of  Washington  would  have  cheer- 
fully guaranteed  a  Federal  deposit  of  $500,000,  or  even  $1,000,000  M  xi^^sAsA^ 
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with  the  United  States  Trust  Ck).  had  the  offer  of  e^-Senator  Scott  to  reBome 
the  presidency  of  that  Institution  and  to  furnish  $500,000  of  hlB  own  funds 
been  accepted.  This  arrangement,  it  is  asserted,  would  have  saved  the  stock- 
holders of  the  United  States  Trust  Co.  from  inevitable  loss  and  might  have 
resulted  in  making  their  holdings  worth  their  full  face  value. 

"  It  Is  also  pointed  out  that  had  the  recommendation  of  the  Comptroller  of 
the  Currency  been  supported  instead  of  repudiated  by  Assistant  Secretary  Wil- 
liams—that the  United  States  Trust  Co.  be  closed  and  Its  assets  transferred 
to  a  receiver  appointed  by  the  Government — there  would  have  been  abundant 
opportunity  to  dispo>e  of  the*  assets  and  good  will  of  the  company  without 
haste  and  on  the  most  favorable  terms.** 

Mr.  Nexson.  Did  the  Comptroller  of  the  Currency  intimate  to  the  United 
States  Trust  Co.  that  they  would  have  to  go  into  liquidation  or  Into  the  hands 
of  receivers? 

Mr.  Williams.  We  will  come  back  to  that  question  if  it  Is  not  answered 
here. 

Mr.  Reed.  In  other  words,  the  charge  Is  that  if  the  doors  had  closed  they 
would  have  been  able  to  dispose  of  their  "  good  will  **  on  most  favorable 
terms? 

Mr.  Williams.  Tes.  Has  anyone  ever  heard  of  disposing  of  the  good  will 
of  a  "busted**  bank? 

December  5  the  same  paper  says: 

"Those  who  take  Issue  with  Secretary  McAdoo's  views,  as  expressed  in  his 
official  statement,  assert  that  the  depositors  of  the  United  States  Trust  Co. 
were  never  threatened  with  loss  until  after  interference  of  the  Treasury  De- 
partment and  after  Assistant  Secretary  Williams's  rejection  of  the  action  of  the 
Acting  Comptroller  of  the  Currency.*' 

la  one  article  we  are  told  the  United  States  Trust  Co.  should  have  been 
driven  Into  bankruptcy  or  the  hands  of  the  comptroller;  In  another  that  It 
could  have  been  rescued  by  ex-Senator  Scott,  or  should  have  been  closed  and 
put  In  the  hands  of  a  receiver  as  a  means  of  protecting  depositors  and  stock- 
holders. 

This  Is  merely  by  way  of  Illustration.  Analysis  of  a  file  of  these  articles 
readily  shows  how  they  destroy  their  own  force  and  the  unwisdom  of  an 
attempt  to  meet  anonymous  accusers  and  vague  charges  on  ground  constantly 
shifting. 

Furthermore,  there  have  been  frequent  hints  of  an  Investigation  by  Con- 
gress of  the  conduct  of  the  department  fn  this  matter.  The  department  would 
welcome  an  official  and  prompt  Investigation  as  giving  It  opportunity  to  answer 
specific  charges  presented  by  kndwn  persons  and  promising  a  decisive  report  of 
its  conduct  and  the  unearthing  of  the  hidden  authors  of  slanders  and  libels. 

Endeavoring  to  put  clearly  before  the  public  the  facts.  It  Is  best,  perhaps, 
to  present  in  chronological  order  the  events  leading  to  the  transfer  of  tho 
United  States  Trust  Co.  to  the  Munsey  Trust  Co. 

At  the  beginning  of  this  administration  the  Treasury  Department  learned 
that  the  United  States  Trust  Co.  was  encumbered  with  a  quantity  of  slow  and 
unsatisfactory  assets.  The  directors  were  admonished  that  they  would  be 
allowed  six  months  in  which  to  put  their  affairs  in  proper  and  satisfactory 
shape.  The  directors  signed  an  agreement  to  comply,  and  to  liquidate  certain 
loans  which  had  been  criticized. 

Early  in  November  of  this  year  the  National  Bank  of  Washington  had  up 
negotiations  looking  to  a  merger  with  the  United  States  Trust  Co.  The  de- 
partment was  advised  that  these  negotiations  were  pending,  but  was  not  at 
first  asked  for  aid,  and  merely  awaited  results. 

Monday,  November  16,  the  president  of  the  National  Bank  of  Washington 
informed  the  department  that  the  negotiations  had  failed.  The  department 
had  received  a  preliminary  report  from  Bank  Examiner  Goodhart  showing 
that  the  United  States  Trust  Co.  had  not  fulfilled  the  agreement  to  require 
payment  of  questionable  loans,  and  estimating  a  shrinkage  in  capital  and 
surplus  of  more  than  $1,000,000.  It  was  evident  the  company  could  not  con- 
tinue business  with  capital  thus  Impaired,  and  that  unless  something  was 
done  to  save  It  the  closing  of  its  doors  would  be  necessary.  Aside  from  the 
distress  certain  to  result  to  Its  55,000  depositors,  many  of  them  thrifty  people 
of  limited  means,  by  the  closing  of  their  bank  and  indefinite  deprivation  of 
their  money  a  month  before  the  holidays,  the  department  was  forced  to  con- 
sider the  possibility  of  general  alarm,  of  runs  on  other  banks,  and  of  a  panic 
which  once  begun  might  have  spread  far  through  the  country. 
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Tuesday,  November  17,  six  or  eight  of  the  officers  of  clearing-house  banks 
met  at  the  office  of  the  bank  examiner  to  consider  the  situation.  This  meet- 
ing was  held  at  the  suggestion  of  the  comptroller,  to  devise  plans  to  protect 
the  local  banking  situation,  and  to  prevent  spread  of  trouble  if  the  United 
States  Trust  Co.  was  forced  to  suspend.  The  comptroller  saw  little  or  no 
hope  of  saving  tlie  trust  company,  but  was  anxious  to  limit  the  disaster.  The 
bankers  present  did  not  agree  to  furnish  the  United  States  Trust  Co.  with  the 
assistance  it  needed.  Solicitor  Elliott,  of  the  comptroller's  office,  who  was 
present,  went  at  11  o'clock  at  night  to  Secretary  McAdoo*s  home,  awoke  him, 
stated  the  situation,  and  asked  If  the  Treasury  Department  would  cooperate 
in  efforts  to  save  the  trust  company.  The  Secretary  replied  Inunediately  that 
the  department  would  give  all  the  help  it  could  properly  and  legally.  Mr. 
Blliott  returned  to  the  meeting  of  bankers  and  reported  what  the  Secretary 
said,  but  the  meeting  adjourned  without  action. 

Mr.  Hogan's  complaints  and  criticisms  were  not  presented  in  an 
orderly  manner,  or  in  any  logical  sequence,  and  I  am  a  little  at  a 
loss  as  to  the  best  way  to  answer  them.  Perhaps  for  a  while  it  may 
be  well  for  me  to  take  his  testimony,  and  running  over  it,  point  out 
some  of  the  most  prominent  of  his  incorrect  and  misleading  state- 
ments. 

The  Chairman.  Any  part  of  his  testimony  that  you  wish  to  reply 
to,  the  committee  will  be  glad  to  hear  you  on. 

Mr.  WiLi-iAMs.  An  illustration  of  Mr.  Hogan's  loose  and  untrue 
statements  is  found  in  his  reference  to  an  overdraft  of  about  $6,500 
of  Mrs.  Glover,  wife  of  the  president  of  the  Biggs  National  Bank. 
Mr.  Hogan  declared  unequivocally: 

The  comptroller  had  used  the  case  of  that  overdraft  to  make  "public  com- 
ment upon  it,"  but  when  asked  by  the  chairman  whether  it  was  published  in 
any  way  he  had  to  admit  "  I  do  not  know." 

Mr.  Hogan  declares  on  page  90 : 

The  report  of  the  examiner  which  showed  that  overdraft  was  made  In 
October,  1913.  It  was  customary,  in  the  regular  conduct  of  the  comptroller's 
office,  that  where  there  was  anything  to  be  criticized,  as  shown  by  a  national- 
bank  examiner's  report,  the  comptroller  would  write  a  letter  to  the  bank  as 
promptly  as  reasonably  might  be  possible  after  the  coming  in  of  the  report 

The  report  in  this  case  was  made  in  October,  1913.  The  comptroller  was 
writing  his  animadversions  upon  that  overdraft  in  1915. 

Commenting  further  upon  the  incident  Mr.  Hogan  said: 

Yes,  but  when  he  is  going  back  in  1915  to  write  about  things  in  1913  he  is 
a  little  slow,  you  would  say,  in  discharge  of  that  responsibility. 

In  discussing  the  incident  Senator  Fletcher  asked: 

Is  not  that  letter  of  1915  the  first  time  that  the  comptroller  had  called  at- 
tention to  the  controversy? 

Mr.  Hogan.  Of  Mrs.  Glover? 

Senator  Fletcher.  Yes. 

Mr.  Hogan  (continuing).  I  will  answer  that  in  a  minute.  (After  referring 
to  a  book.)    Yes,  sir. 

That  statement  of  Mr.  Hogan  was  another  untruth.  The  printed 
record  shows  that  on  November  11,  1913,  Mr.  T.  P.  Kane,  as  Acting 
Comptroller  of  the  Currency,  had  written  to  the  Riggs  National 
Bank  a  letter  calling  attention  not  only  to  their  "  overdrafts,"  which 
included  this  overdraft  of  Mrs.  Glover,  but  to  other  irregularities, 
and  I  ask  that  that  letter  of  November  11,  1913,  be  printed  in  the 
record  in  its  entirety.  The  comptroller  had  called  the  bank's  atten- 
tion to  many  other  things — ^to  shortage  in  its  reserve  of  $207,780  and 
overdrafts  of  $23,344.69,  and  on  November  19,  1913,  the  bank  had 
written  back  a  letter  admitting  its  overdrafts  and  attempting  to  ex- 
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plain  them,  and  incidentally  explained  that  among  the  overdrafts 
was  that  overdraft  of  Mrs.  Glover  for  $6,600,  claiming  at  that  time 
that  Mr.  Glover  was  responsible  for  the  account  and  uiat  he  had  to 
his  credit  at  that  time  ^'  more  than  $26,000,"  although,  of  course,  a» 
Senator  Kendrick  pointed  out  very  clearly  to  your  committee,  one 
account  was  not  an  offset  of  the  other.  In  addition  to  that  over- 
draft of  Mrs.  Glover,  at  that  same  examination  the  bank  was  found 
to  be  carrying  in  its  cash  drawer  a  debit  slip  of  the  president  of  the 
bank — C.  C.  Glover — for  $6,662.50,  representing  the  purchase  price 
due  by  him  for  200  shares  of  American  Can  stock,  wnile  there  was 
also  carried  as  ''  cash,"  although  not  cash,  at  the  same  time,  similar 
items  for  various  other  customers,  aggregating  approximately  $50,000 
additional  due  by  various  speculators  for  whom  tne  bank  was  at  that 
time  conducting  an  active  stock-and-bond  business. 

The  Chairman.  That  was  in  1913? 

Mr.  Williams.  This  was  November,  1913,  the  last  examination 
of  the  bank  prior  to  my  becoming  comptroller,  and  that  referred  to 
their  condition  at  that  time,  immediately  before  my  taking  chargid 
of  the  office. 

The  Chairman.  As  I  understand,  that  practice  was  stopped  after 
you  called  the  attention  of  the  bank  to  it! 

Mr.  Williams.  I  am  coming  up  to  that  practice,  and  as  to  how  ex- 
tensive it  was. 

The  Chairman.  Very  well. 

Mr.  Williams.  I  should  like  to  introduce  right  here  that  letter  of 
November  11,  1913: 

Treasury  Department, 
comptroixer  of  the  cubrkncy, 
Washington,  November  11,  191S. 

The  Board  of  Directors  Rigos  National  Bank, 

Waahingtony  D,  C, 

Gentlemen  :  The  report  of  the  examination  of  your  bank  completed  October 
23  shows  a  reserve  deficiency  of  $207,980,  overdrafts  of  $23,344.69,  and  the  fol- 
lowing pai)er  classed  as  doubtful  by  the  examiner: 

William  Barrett  Ridgely $7,150.00 

Kate   F.   Alnslee- 32, 94a  98 

Wallace   Neff 2, 700. 00 

Liability  for  money  borrowed  is  as  follows; 

Bonds    borrowed $900, 000. 00 

Bonds  sold  under  agreement  to  repurchase 1,221,823.45 

2, 121. 823. 45 
The  examiner  states  It  Is  the  practice  of  the  bank  to  carry  Items  of  stock 
purchased  for  customers  In  the  cash,  such  Items  amounting  to  $55,572.86  at  the 
time  of  his  visit. 

The  report  of  condition  of  the  bank  for  October  21  shows  the  above  liabilitx 
for  money  borrowed  and  a  reserve  deficiency  of  $374,786. 

The  required  legal  reserve  must  be  made  good  at  once  and  this  ofllce  advised. 
Liability  for  borrowed  money  must  be  brought  within  the  requirements  with- 
out delay,  the  amount  of  overdrafts  materially  curtalleil,  and  the  doubtful 
paper  given  particular  attention  and  collected,  charged  off  or  secured  beyond 
question  of  loss.  The  irregular  items  In  the  cash  must  be  eliminated  and  the 
practice  of  carrying  stock  items  in  the  cash  discontinued. 

The  directors  are  requested  to  advise  this  office  promptly,  over  their  indi- 
vidual signatures,  of  the  action  taken  to  comply  with  these  requirements. 
Respectfully, 

P.  T.  Kane, 
Acting  Comptroller, 
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In  answer  to  the  acting  comptroller's  letter  of  criticism,  the  Biggs 
National  Bank,  in  its  letter  of  November  19,  1913,  which  was  signed 
by  President  Glover,  Cashier  Flather,  and  13  other  directors,  said : 

With  respect  to  the  statement  of  the  examiner  that  It  Is  the  practice  of  the 
bank  to  carry  items  of  stock  purchased  for  customers  in  the  cash,  such  Items 
amounting  to  $55,572.86  at  the  time  of  his  visit,  you  are  advised  that  for  the 
most  part  our  purchases  for  customers  are  Immediately  charged  against  their 
accounts.  It  sometimes  happens  that  an  order  can  not  be  fully  executed  at 
once,  and  we  have  met  with  some  small  delays  in  completing  orders  as  well  as 
In  charging  purchasers  to  accoimts.  The  Items  above  mentioned  was  largely 
caused  by  the  absence  of  one  of  our  Important  customers  in  Jamaica  at  the 
time  his  order  was  executed.  In  the  future  we  wUl  endeavor  to  avoid  carrying 
^ese  Items  In  cash  by  making  prompt  charges  against  customers*  accounts. 

I  ask  your  especial  attention  to  this  statement,  solemnly  signed  by 
the  directors  and  the  officers,  because  here  is  an  admission  tnat  the 
bank  was  doing  an  active  stock-brokerage  business,  an  admission  of 
conditions  which  they  subsequently  denied  under  oath,  in  connection 
^ith  the  criminal  trial  for  perjury. 

The  Chairman.  That  is  your  conclusion.  Just  state  the  facts,  Mr. 
Williams. 

Mr.  Williams.  I  am  stating  the  facts,  Mr.  Chairman,  and  have 
read  to  the  committee  the  bank's  own  statement  on  that  subject. 

The  Chairman.  Very  well. 

Mr.  Williams.  In  his  examination  at  that  time  Examiner  Grood- 
kart  criticized  the  bank  for  carrying  in  its  cash  the  stock  purchases 
for  account  of  customers,  which  should  have  been  chargea  to  their 
personal  accounts  when  the  orders  for  purchases  were  given,  and  not 
Carried  in  this  irregular  manner.  ... 

Mr.  Hogan  also  m  his  characteristic  fashion  exaggerates  and  mag- 
nifies an  incident  at  one  of  the  hearings  in  February,  1914.  He  says 
I  made  a  solemn  and  fervent  promise  to  Senator  Weeks  as  to  the 
manner  in  which  I  would  conduct  the  office  of  comptroller  if  con- 
firmed. The  only  foundation  for  his  untrue  story  is  an  inquiry 
casually  addressed  to  me  by  Senator  Weeks  as  to  whether  or  not  there 
were  any  antagonisms  which  would  prevent  a  fair  and  impartial 
administration  of  my  official  duties,  and  I  replied  to  him  in  the  nega- 
tive. That  was  all  there  was  to  the  incident,  which  Mr.  Hogan  in  ms 
testimony  frequently  alluded  to,  distorted,  and  exaggerated. 

The  Chairman.  That,  as  I  remember,  was  in  executive  session.  I 
remember  I  was  present— that  is,  there  was  no  stenographer  present. 

Mr.  Williams.  None,  so  far  as  I  recall.  Mr.  Hogan's  statement  or 
implication,  on  page  38,  that  there  is  or  ever  was  in  existence  between 
Secretary  McAdoo  and  myself  any  correspondence  "which  would 
show  that  there  was  a  deliberate  conspiracy  to  injure  the  Biggs  Bank 
or  its  officials  "  is  maliciously  untrue  and  without  the  least  founda- 
tion. I  dislike  to  have  to  denv  statements  which  are  obviously  false, 
but  Mr.  Hogan  has  established  the  practice  of  stating  in  his  testimony 
before  the  committee  that  some  absurd  statement  of  his  was  not  de- 
nied, and,  therefore,  endeavors  to  impress  upon  the  committee  the 
fact  that  there  may  have  been  some  foundation  for  statements  which 
had  been  thought  unworthy  of  denial.  I  wish  to  state  here  that  if 
I  spare  the  time  of  the  committee  by  omitting  to  deny  all  of  his  criti- 
cisms and  complaints,  which  reflect  in  any  way  upon  me  or  my  ad- 
ministration, it  is  not  because  I  do  not  regard  them  as  wholly  un- 
warranted and  untrue. 
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The  Chairman.  Mr.  Williams^  the  committee  will  give  you  time  to 
deny  every  statement  that  Mr.  Hogan  made,  that  you  wish  to  deny, 
if  it  takes  all  sunmier. 

Mr.  Williams.  It  was  my  purpose,  in  making  that  statranent,  to 
deny  unequivocally  and  sweepmcly  every  statement  which 

The  Chairman  (interruptmg).  I  want  you  to  be  careful  to  do  so, 
because  if  there  is  any  statement  which  is  not  controverted,  the  com- 
mittee will  have  a  right  to  assume  that  you  do  not  wi^  to  con- 
trovert it. 

Mr.  Williams.  I  do  deny  now  the  correctness  of  any  statement 
which  reflects  upon  my  administration  of  this  office,  and  I  shall  take 
them  up  seriatim  for  the  most  part,  and  point  them  out,  as  well  as 
their  fallacies,  as  I  ^o  along. 

The  Chairman.  Any  item  of  consequence  I  shall  expect  you  to 
treat  in  that  way,  if  you  wish. 

Mr.  Williams.  On  page  38  he  declares  that  the  Grovemment's  case 
in  the  Biggs  controversy  was  "  flimsy,"  despite  the  fact  that  the  Got- 
emment  won  on  every  point  at  issue  save  the  purely  technical  ques- 
tion in  the  substitution  of  an  "  and  "  for  an  "  or  '*  in  a  call  for  special 
reports.    I  will  refer  to  that,  however,  later  on. 

On  page  41  Mr.  Hogan  makes  the  following  untrue  statement : 

No  criticism  respecting  tlie  condition  of  the  bank  produced  by  that  exami- 
nation, May,  1014,  was  brought  to  our  attention,  and,  although  we  repeatedly 
asked  for  it,  we  never  received  it. 

On  page  30,  of  volume  1  of  the  correspondence  between  the  Treas- 
ury and  the  Riggs  National  Bank,  in  a  letter,  dated  June  28, 1914, 1 
invite  you  to  note  the  following  criticism  by  the  comptroller's  office, 
based  directly  upon  t]ie  disclosures  made  at  the  time  of  tiie  last  ex- 
amination of  the  bank : 

My  attention  has  been  called  to  a  certain  loan  for  $170,203  shown  in  your 
'*  Statement  No.  1,"  alleged  to  have  been  made  to  J.  D.  Richardson  (who,  1 
understand,  is  a  former  Member  of  Congress  and  a  former  member  of  the 
District  Committee),  secured  by  1,374  shares  of  the  stoclc  of  the  Capital  Trac- 
tion Co.  and  sundry  other  collateral,  which  loan  the  bank  examiner  informs 
me  he  considers  Is  inadequately  margined.  I  am  Informed  that  this  loan,  or 
predecessor  loans  of  which  this  loan  is  virtually  a  renewal,  has  been  in  your 
bank  continuously  for  more  than  10  years  past;  that  the  money  advanced  to 
this  borrower  has  at  times  been  largely  in  excess  of  the  amount  of  the  preFent 
loan,  and  that  in  previous  years  you  were  frequently  admonished  by  the 
Comptroller  of  the  Currency  that  the  money  which  you  were  lending  to  this 
borrower  was  largely  in  excess  of  the  amount  which  you  were  authoriaed  to 
loan  under  the  national-banking  act;  that  the  admonitions  and  instructions 
of  this  office,  however,  were  repeatedly  disregarded,  and  the  loan  kept  in  the 
bank,  although  at  the  present  time  it  appears  to  be  within  the  authorized  limit, 
though  insufficiently  secured. 

I  note  that  you  report  that  Mr.  Richardson's  average  balance  with  your  bank 
for  the  month  of  May  was  only  $300,  or  about  onorslxth  of  1  per  cent  of  the 
amount  of  money  w^liich  you  were  loaning  him  on  his  insufficiently-secured  note. 
I  understand  that  for  the  previous  12  months,  also,  Mr.  RichardFons*  balance 
was  but  little.  If  any,  in  excess  of  the  balance  reported  for  May. 

There  was  a  criticism  which  had  been  made  to  the  bank.  I  also 
at  this  point  ask  your  attention  to  the  admission  made  by  Mr. 
Hogan  in  his  testimony  that  that  loan,  so  early  criticized  oy  the 
comptroller,  when  finally  liquidated  showed  a  loss  to  the  bank  of 
about  $18,000. 

The  Chairman.  That  was  the  loss  that  was  charged  over  to  the 
Flather  &  Flather  account? 
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Mr.  Williams.  I  do  not  know  how  it  was  charged,  but  it  was  a 
li}ss  from  that  loan. 

The  Chairman.  I  think  Mr.  Hogan  stated  it  was  charged  over  to 
the  Flather  &  Flather  account. 

Mr.  Williams.  Wherever  it  was  charged,  it  was  a  loss,  though,  to 
the  bank.  On  page  118  of  the  hearings,  Mr.  Hogan  refers  to  that 
loss. 

Further,  on  page  31,  continuing,  my  letter  reads : 

A  further  analysis  of  the  list  which  you  have  furnished  of  loans  for  $5,000 
or  more  made  by  your  bank  on  bonds  and  stocks,  and  of  your  list  of  the  average 
balances,  if  any,  carried  by  these  borrowers,  seems  to  fully  confirm  my  appre- 
hensions that  a  strangely  or  abnormally  large  proportion  of  the  funds  of  your 
bank  were  being  loaned  on  bonds  and  stocks  to  parties  who  either  had  no  de- 
posit account  with  your  bank,  or  whose  deposit  balances  were  of  trivial  con- 
sequence. 

It  was  in  this  connection  that  I  thought  it  pertinent  to  ascertain  to  what 
extent.  If  any,  the  officers  of  the  bank  may  have  profited  personally  through 
the  purchases  of  these  bonds  and  stocks,  upon  which  the  bank  was  lending 
large  sums  of  money  to  friends  or  customers  of  the  executive  officers  of  the 
Riggs  National  Bank,  who  carried  no  deposit  accounts  with  the  bank,  and 
whose  relations  with  it  were  thus  limited  to  borrowing  its  money,  or  to  the 
deaUngs  in  bands  and  stocks  through  its  officers. 

The  Chairman.  You  are  reading  now  from  oae  of  your  com- 
munications to  the  bank? 

Mr.  WiiiLiAMs.  Yes,  sir.  I  am  reading  that  in  response  to  Mr. 
Hogan's  statement  that  there  had  been  no  criticisms. 

The  statements  which  you  have  submitted  to  me  show  that  of  the  $5,100,000, 
or  thereabouts,  loaned  on  bonds  and  stocks  to  parties  borrowing  $5,000  or  more, 
about  70  per  cent,  or  say  approi^imately  $3,500,000,  was  being  loaned  to  bor- 
rowers the  sum  total  of  whose  deposit  balances  with  your  bank  amounted  to 
less  than  $25,000,  or  say  on  an  average  about  three-fifths  of  1  per  cent  of 
their  borrowings — many  of  them  having  no  balances  at  aU. 

As  I  consider  that  certain  of  the  questions  which  I  have  submitted  to  you 
in  my  recent  communications  have  been  answered  imperfectly  or  evasively, 
while  others  are  still  unanswered,  and  inasmuch  as  some  of  these  questionB 
relate  to  matters  which  concern  directly  other  executive  officers  of  your  bank, 
I  have  thought  it  best  to  prepare  and  submit  herewith  in  quadruplicate  a  list 
of  interrogatories  relating  to  subjects  discussel  in  our  recent  correspondence. 

So,  to  facilitate  the  making  of  frank  replies,  those  interrogatories 
were  prepared  and  submitted  with  the  letter. 

Further  criticisms  are  made  in  the  comptroller's  letter  to  the  Biggs 
Bank  of  July  2,  1914,  based  upon  conditions  as  a  result  of  the  May, 
1914,  examination  and  subseauent  inquisies.  On  pase  77,  volume  1, 
of  the  correspondence,  in  a  letter  to  the  Kig^  Baii3[  hj  the  comp- 
troller of  July  2,  1914,  the  comptroller  said,  m  connection  with  the 
testimony  of  the  bond  and  stock  loans  of  the  bank: 

My  statement  that  your  bank  had  "$5,100,000,  or  thereabouts,  loaned  on 
bonds  and  stocks  to  parties  borrowing  $5,000  or  more  ♦  ♦  ♦,**  etc.,  does 
not  Justify  your  statement  that  I  said  that  you  had  "  in  excess  of  $5,000,000 
loaned  upon  safe  and  ample  collateral  security." 

They  had  distorted  my  statements  and  misrepresentted  them.  The 
letter  continues : 

As  a  matter  of  fact,  I  do  not  find  that  the  loans  referred  to  are  "loaned 
upon  safe  and  ample  collateral  security." 

I  think  that  can  be  regarded  as  certainly  another  criticism  of  the 
bank.    On  page  78, 1  said : 

I  find  in  your  list  of  borrowers  of  $5,000  or  more  the  names  of  some  40  «t 
60  women  to  whom  the  Riggs  National  Bank  appears  \a  \^  \«ii^\Ti?,  ^^^t^s^- 
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mately  $1,000,000,  equal  practically  to  the  entire  capital  of  the  bank,  on  bonds 
and  stocks,  many  of  them  of  a  highly  speculative  or  doubtful  character.  Some 
of  these  loans  are  inadequately  mar^ned,  and  few,  or  none,  of  these  borrowers 
carry  any  deposit  balances  with  the  Bigg^  National  Bank. 

On  the  same  page,  page  78, 1  also  said : 

It  appears  that  the  loans,  nearly  all  secured  by  speculative  stocks  and  bonds* 
to  C.  G.  Glover,  Jr.,  and  W.  J.  Flather,  Jr.,  two  clerks  in  your  bank,  and  ta 
H.  H.  Flather,  your  cashier,  Joshua  Evens,  Jr.,  your  assistant  cashier,  and 
W.  J.  Flather,  your  vice  president,  and  wife;  M.  B.  Alles,  your  vice  presldrat; 
and  Mary  E.  Ailes,  his  daughter — 

I  think  it  was  subsequently  said  she  was  his  wife,  and  not  his 
daughter — 

E.  D.  Flather,  teller,  and  G.  O.  Vass,  secretary  to  M.  E.  AUes,  amount  in 
aggregate,  to  more  than  one-fifth  of  the  entire  capital  of  your  bank,  or  more 
than  $200,000. 

I  think  that  could  be  regarded  as  certainly  another  criticism. 
In  this  same  letter  to  the  bank  I  say : 

In  your  letter  of  the  30th,  signed  by  your  president,  he  says : 
"Representing  as  president  of  this  bank  the  interests  of  its  depositors, 
stockholders,  and  officers,  I  can  not  notice  the  comments  and  insinuations  con- 
tained in  your  letter  as  I  otherwise  should." 

You  and  your  president  are  respectfully  informed  that  the  letters  and  com- 
munications which  I  have  addressed  to  your  bank  or  to  its  president  have  been 
in  behnlf  of,  and  for  the  protection  of,  the  depositors,  and  other  cr^tors,  and 
stockholders  of  the  Riggs  National  Bank,  and  the  "notice"  which  you  and 
your  president  are  required  to  take  of  these  letters  and  conminnications  is  to 
furnish  truthful,  complete,  and  unequivocal  replies  to  the  questions  and  inters 
rogatories  thus  submitted  to  you.  If  your  officers  will  but  observe  t^e  laws, 
and  the  rules  and  regulations  of  this  office  (which  the  records  of  this  department 
and  the  reports  t>f  national  bank  examiners,  I  regret  to  say,  indicate  have  been« 
upon  divers  occasions  in  the  past,  and  persistently  violated  and  disregarded) 
anything  from  your  president,  either  personally  or  officially,  aside  from  or 
beyond  this  is,  of  course,  a  matter  of  indifference  to  me. 

Again,  on  page  132,  volume  1,  of  the  correspondence  with  the 
Riggs  Bank,  1  will  quote  from  ray  letter  to  the  bank  of  July  22, 
1914.    I  said : 

You  are  hereby  admonished  that  this  office  strongly  disapproves  of  the 
policy  and  practice  of  having  the  president,  vice  president,  and  cashier  of  a 
national  bank  conduct  a  brokerage  shop,  or  business,  within,  and  as  a  part 
of  the  business  of  the  national  bank,  buying  and  selling  speculative  and  '*  wild- 
cat" stocks  and  other  securities  on  commission  and  using  the  bank  as  the 
agency  for  carrying  on  margin,  stocks,  and  otlier  securities  thus  bought  and 
sold  and  dealt  in.  ^ 

The  books  of  your  bank  show  that  large  sums  of  money  are  being-  loaned  on 
speculative  securities  to  the  officers  of  your  bank  and  to  its  clerks  and  employees 
in  these  speculations.  This  office  regards  this  as  a  demoralizing  example  to 
the  other  employees  of  your  bank. 

The  Chairman.  Mr.  Hogan  read  that  letter  into  the  record,  did 
he  not? 
Senator  Page.  This  is  your  letter! 
Mr.  WiixiAMS.  This  is  my  letter. 

In  speaking  of  the  loans  made  to  the  cashier  of  your  bank,  aggregating 
$63,500,  you  declare  that  these  loans  "were  secured  by  high-class,  marketable 
local  and  out-of-town  stocks  and  bonds,  having  a  market  value  of  $70,000," 
although  at  to-day*s  prices  they  barely  cover  the  loan. 

Among  the  "  high-class,  marketable  local  and  out-of-town  stocks  and  bonds  " 
I  note  the  following:  "200  shares  St.  Louis  &  San  Francisco  preferred  stock," 
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Mr.  Hogan  purported  to  read  that  extract  from  my  letter,  but  I 
call  your  attention  to  the  fact  that  he  omitted  to  give  the  prices  oppo- 
site those  securities  which  he  read.    I  shall  read  the  letter  as  it  was. 

Market  yalne. 

200  shares  St  Louis  &  San  Francisco  preferred  stock 4 

100  shares  Rock  Island  Railroad  preferred  stock ; 

Mr.  Hogan  omitted  that  value  also.    I  give  the  value  as  1^. 
100  shares  Rock  Island  Railroad  common  stock. 

He  also  omitted  to  give  on  the  record  the  value  of  that,  which  is  1. 

The  Chairman.  Are  you  giving  the  market  value  as  at  present,  or 
at  that  time? 

Mr.  Williams.  At  that  time.  I  am  quoting  my  letter.  Neces- 
sarily, it  would  be  the  market  value  at  that  time. 

200  shares  Missouri  Pacific  Railroad  stock,  9^. 

Mr.  Hogan  also  omitted  that  quotation. 

200  shares  Inspiration  Consolidated  Copper  stock,  18. 
350  shares  Inter-Continental  Rubber  stock,  71. 

Among  the  stocks  securing  the  loans  to  your  assistant  cashier, 
which  vou  approvingly  refer  to  as  "  recognized  stock  exchange  col- 
lateral,'' I  notice — 

100  shares  American  Can,  26. 
200  shares  Missouri  Pacific,  01. 

Among  the  stocks  securing  the  loans  to  Vice  President  Flather  of 
$63,800  appear  415  shares  of  Green  Cannanea  Copper  Stock,  etc. 

Such  securities  as  these  I  should  hardly  expect  to  find  in  the  loans  of  con- 
servative bank  ofllcers  and  their  clerks,  who  should  certainly  be  expected  to 
scrutinize  with  special  care  the  coUateral  placed  upon  the  loans  which  they  may 
require  the  bank,  whose  interests  they  have  sworn  to  safeguard  and  protect,  to 
make  to  themselves. 

I  note  your  admission  that  one  of  the  vice  presidents  of  your  bank  and  your 
cashier  were  "  interested  in,  but  not  liable  on,"  certain  other  loans  (besides 
their  own  notes)  made  by  your  bank  on  various  collateral,  including,  among 
other  "  securities,"  Rock  Island  preferred  and  common  stock,  Utah  Consolidated 
Mining  stock,  Interborough  Metropolitan  common  stock,  Pittsburgh  Coal  com- 
mon stock,  American  Linseed,  etc. 

It  appears  that  for  the  sake  of  the  commissions  collected  by  your  officers  in 
buying  and  selling  bonds  and  stocks  you  have  been  executing  orders  for  women 
(including  Treasury  employees),  young  men,  clerks,  professional  and  business 
men,  who  have  been  tempted  to  engage  through  you  in  stock  speculations  which 
have  proved  in  various  cases  costly  and  damaging,  if  not  ruinous.  To  facilitate 
these  operations  there  is,  it  appears,  installed  in  your  bank  a  private  telegraph 
Une  connecting  you  with  a  stock-brokerage  house  in  New  York,  and  two  private 
telephone  lines  connecting  you  with  two  stock-brokerage  offices  in  Washington. 

I  again  exnress  my  surprise  that  with  such  a  record  as  that  Mr. 
Hogan  shoula  have  endeavored  to  make  this  committee  think  there 
had  been  no  criticism  of  the  bank. 

The  printed  record  shows  numerous  subsequent  criticisms  of  ir- 

Xlar  or  unsafe  transactions  and  methods  wnich  the  comptroller's 
J  called  upon  tiie  bank  to  remedy,  and  which  I  dhall  be  pleased 
to  introduce  mto  the  record  here,  if  desired  by  any  member  of  the 
committee. 

The  Chaibmak.  We  will  have  to  leave  that  to  your  judgment,  Mr. 
Williams. 

Mr.  WnxiAMs.  Then,  if  you  are  uncertain  about  that,  I  will  reserve 
the  right  to  produce  further  criticisms  later. 

144936—19 38 
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Mr.  Homn  has  dwelt  at  much  length  on  the  comptroller's  criti- 
cisms of  the  Biggs  Bank's  shortages  m  reserves.  The  statement  re- 
ferred to  was  presented  partly  as  a  complete  and  overwhelming  refu- 
tation of  the  claim  which  had  been  made  b^  the  bank  in  its  letter 
to  the  comptroller  of  Jnl^  14,  1914,  in  wmch  it  said — and  I  ask 
Tour  special  attention  to  this  language,  a  declaration  nuide  sol^nnly 
by  the  bank: 

Sometimes,  but  on  very  rare  occasions  and  for  a  very  abort  time— a  day  or 
two  at  most — ^thls  bank,  as  ali  national  banks  bave  at  one  time  or  another, 
fallen  below  tbe  strict  requirement  re?<pecting  legal  reserves.  •  •  •  Gen- 
erally tbe  examinations  of  this  bank  by  your  office  and  oar  reports  of  ood- 
ditlon,  as  well  as  our  own  records,  will  show  that  we  liave  consistently  main- 
tained an  excess  of  reserves. 

The  printed  records  of  the  case  show  that  statement  to  have  been 
wholly  misleading,  untrue,  and  utterly  without  any  foundation. 

I  ask  your  attention  to  page  569,  volume  3,  oi  the  hearings  of 
February,  1919,  which  show 

The  Chairman  (interrupting).  That  statement  is  already  in  the 
record. 

Mr.  WnxiAMS.  I  am  not  going  back  to  read  that  whole  affidavit, 
Mr.  Chairman,  but  in  answer  to  a  specific  charge  I  ask  ^our  permis- 
sion to  reply  to  it  by  giving  a  brief  extract  from  the  testimony  before 
you.  It  is  hardly  reasonable  to  suppose  that  the  members  of  tbe 
committee  will  remember  all  of  those  matters  which  were  intro- 
duced in  the  February  hearings. 

The  Chairman.  No  ;  but  they  are  printed  and  at  the  convenience 
of  the  committee. 

Mr.  Williams.  This  is  from  page  569 : 

Practically  continuously  from  January,  1910,  to  January,  1914, 
the  reports  of  condition  filed  by  the  plamtiff  bank  with  the  comp- 
troller sliowed  a  shortage  in  its  cash  reserve  averaging  more  than 
$150,000— the  shortage  June  4,  1913,  amounting  to  $500,363.  Said 
reports  also  show  throughout  the  said  period  a  further  average 
shortage  in  its  reserve  for  the  period  of  30  days  prior  to  the  date 
of  practically  every  report  of  condition  by  the  plamtiff  bank.  At- 
tached hereto,  marked  "  Exhibit  D,"  and  made  a  part  hereof,  tables 
showing  the  amount  and  percentages  of  said  deficiencies. 

Tlie  Chairman.  All  that  is  already  in  the  record. 

Mr.  Williams.  I  am  calling  your  attention  to  that.  I  am  giving 
a  specific  answer  to  that  charge  made  by  Mr.  Hogan. 

The  Chairman.  Yes,  but  it  is  there  already  as  an  answer  to  that 
charge. 

Mr.  Williams.  T  thought  it  would  perhaps  be  convenient  to  have 
it  brought  out  in  logical  se<5|uence. 

The  Chairman.  Very  well. 

Mr.  Williams.  It  continues: 

Said  KCK^tlon  519^.  provides  that  if  a  national  bank  shaU  for  a  period  of  9D 
days  fail  to  make  goml  its  deficiency  in  reserve,  after  notification  from  the 
comptroller  to  that  effect,  the  comptroller  may,  with  the  concurrence  ot  thB 
Secretary  of  the  Treasury,  appoint  a  receiver  to  wind  up  its  affairs. 

Mr.  Hogan's  strictures  and  criticisms  of  the  table  of  reserves  on 
page  592  of  the  February,  1919,  hearings  were  unfair  and  mislead- 
ing in  the  extreme.  That  table  only  purported  to  show  the  short- 
ages in  reserve.    It  did  not  undertake  to  give  the  occasions  on  which 


NOMINATION  OF  JOHN  SKELTON  WILLIAliiS.  593 

the  reserves,  or  a  portion  of  them,  were  in  excess  of  legal  require- 
ments. There  is  no  more  reason  why  that  table  should  have  shown 
such  excess  reserves  as  the  bank  may  have  had  on  particular  occa- 
sions than  there  would  have  been  for  the  comptroller  to  have  shown 
a  list  of  all  the  loans  made  by  the  bank  which  were  within  the  legal 
limit  when  undertaking  to  present  a  list  of  excess  loans  on  a  given 
date. 

A  further  illustration  of  Mr.  Hogan's  misleading  and  garbled 
statements  is  given  on  page  44,  where  he  says: 

Mr.  WUliams  states,  taking  credit  therefor  to  himself,  that  from  a  period 
ending  with  18  months  after  his  entrance  into  the  comptroller's  office,  the 
Riggs  National  Bank  has  been  conducted  within  the  law,  and  in  a  splendid 
way. 

No  such  statement  was  made  by  me.  I  never  said  that  the  Rig^ 
Bank  had  been  conducted  in  a  "splendid  way,"  but  I  did  say,  in 
my  decision  renewing  the  charter  for  the  bank,  page  478,  hearings 
of  February,  1919,  that  the  report  of  an  examination  made  at  that 
time  showed  its  condition  to  be  "satisfactory,"  and  that  in  view 
therefore  of  the  solemn  pledge  given  by  the  directors  of  the  bank  that 
they  would  give  special  attention  in  the  future  to  the  manner  in 
which  the  omeers  and  employees  of  the  Biggs  National  Bank  shall 
carry  on  and  conduct  the  business  and  affairs  ef  the  bank,  to  the  end 
that  the  business  operations  and  affairs  of  the  bank  in  the  future 
would  be  conducted  in  strict  compliance  with  the  national-bank  act 
and  all  the  laws  of  the  United  States  and  in  conformity  with  the 
lawful  rules  and  regulations  and  requirements  of  the  office  of  the 
Comptroller  of  the  Currency,  and  to  take  all  such  action  as  should 
be  necessary  to  secure  that  end,  etc.,  a  renewal  of  the  charter 
should  be  granted.  That  statement  relatfve  to  its  then  condition  was 
made  after  the  bank  had  ceased  its  multitudinous  infractions  of  the 
law  and  its  many  irregular  practices  and  dangerous  dealings. 

I  ask  your  attention  to  Mr.  Hogan's  extraordinary  disregard  of 
facts  as  again  illustrated  in  the  following  statement  which  he  made, 
as  shown  on  page  46  of  part  2  of  the  recent  hearings : 

Throughout  the  correspondence  which  followed,  in  so  far  as  it  was  humanly 
possible  to  do  so,  down  to  April,  1915,  regardless  of  the  character  of  the  request, 
every  request  was  complied  with. 

That  was  a  very  plain,  sweeping,  and  definite  statem^it.  The 
period  during  which  he  claims  to  have  complied  with  "every  re- 
quest "  embraced  the  call  for  a  special  report  made  on  January  22, 
1915,  for  information  in  regard  to  the  dummy  loans  made  by  the 
bank  for  the  benefit  of  its  officers  and  employees  and  for  other  loans 
made  to  those  same  officers  and  employees  and  members  of  their  fami- 
lies. It  was  the  positive  and  flat  refusal  of  the  bank  to  divulge  that 
information  which  led  to  the  assessment  by  the  comptroller  of  the 
fine  of  $5,000  in  the  comptroller's  letter  of  March  80,  1915.  Yet  he 
informed  the  committee  tnat  every  request  was  complied  with  as  far 
as  it  was  humanly  possible  to  do  so. 

The  Chairman.  If  I  remember  correctly,  that  very  matter  was 
brought  up  before  he  concluded  his  testimony.  There  was  a  dispute 
as  to  your  right  to  have  any  more  information. 

Mr.  Williams.  This  is  not  the  dispute,  as  I  understand,  as  to  the 
right,  but  he  says  he  gave  it  regardless  of  whether  he  was  obliged 
to  do  so  or  not. 
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The  Chaikmjix.  WelL  prry^ced.    I  do  net  recollect  just  whmt  it  was. 

Mr,  WiixiAxs.  To  show  his  flagrmnt  iiKonsistencT.  cm  the  follow- 
ing page,  page  47.  Mr.  Hogan  declares,  after  asserting  that  all  re- 
quests for  information  had  been  so  faithfoUr  complied  with,  that 
the  comptroller's  fines  imposed  for  refusal  to  surrender  reports  ag- 
gregated S160,000  against  the  bank,  a  statement  also  obviously  ficti- 
tious and  untrue.  The  comptroller  had  notified  the  bank  that  it 
would  be  liable,  as  provided  by  statute,  for  certain  penalties  at  the 
rate  of  $100  per  day  if  it  should  refuse  to  send  the  special  reports 
called  for.  but  he  never  at  any  time  aasesed  a  single  penaltv  sava 
the  penaltv  of  $5,000  assesed  on  ilarch  M,  1915,  for  the  bank's  re- 
fusal to  pive  information  with  regard  to  dummy  loans  made  by  the 
bank  to  its  officers  and  employees,  and  for  other  information  asked 
for  in  that  letter. 

Therefore,  ^fr.  Hogan's  statement  that  the  comptroller  **  crawled," 
to  use  his  own  elegant  language,  was  unjustified,  and  only  another 
expression  of  his  malice. 

The  misleading  character  of  Mr.  Hogan's  statements  is  again  evi- 
denced on  page  48,  where  he  says : 

• 

So,  whenerer  he  imposed,  or  told  us  he  imposed^  these  penalties  of  $100  a 
day — and,  mark  you,  $100  a  day  for  each  question  not  answered  was  the  char- 
acter of  some  of  his  impoMtions — he  would  send  us  a  list  of.  say,  90  interroga- 
tories in  quadruplicate. 

That  statement  is  unwarranted,  for  only  upon  one  occasion  was 
the  list  of  30  interrogatories  submitted,  and  that  was  necessitated 
by  the  refusal  of  the  oank  to  furnish  information  which  had  been 
repeatedly  called  for,  and  in  regard  to  which  the  bank  officials  had 
equivocated,  dodged,  and  avoided  a  frank  and  proper  reply. 

On  page  52  of  Mr.  Hogan 's  testimony  he  again  flatly  charges  that 
the  comptroller  had  actually  imposed  about  $160,000  of  penalties. 
The  language  of  the  comptrollers  letters  and  the  records  show  that 
statement  to  have  been  false,  as  heretofore  stated. 

His  statement  on  page  53  is  also  false,  where  he  says  that  the 
comptroller  "  had  over  and  over  again  notified  us  that  he  had  im- 
posed upon  us  "  numerous  fines  to  which  he  was  referring. 

The  Chairman.  Mr.  Hogan  drew  his  conclusions  from  the  cor- 
respondence which  passed  between  you  and  the  bank,  and  we  have 
all  that  correspondence. 

Mr.  Williams.  I  beg  your  pardon,  Mr.  Chairman.  Of  course,  I 
underKtnnd  that  to  be  your  view.  But  I  have  stated  that  his  con- 
clusions, as  stated  to  this  committee,  were  not  and  could  not  have 
'  loen  drawn  from  the  correspondence  which  passed  between  tliis  baiuc 
and  the  comptroller's  office. 

On  page  54  of  his  statement  Mr.  Hogan  makes  a  sweeping  and 
untrue  declaration  that  the  Rig^  Bank  had  won  the  equity  case 
"  on  ovorv  single,  solitary  question  which  was  before  the  court 
save  one.'* 

And  the  falsity  of  his  utterances  is  further  illustrated  when  he 
claims,  on  pa^e  h4,  that  he  can  '^read  to  you  20  pages  where  that 
man" — referring  to  the  coninptroUer — ^"uses  words  which  after- 
wnnls  he  said  he  did  not  mean."^ 

That  statement 'is  wholly  untrue,  and  Mr.  Hogan  will  find  it  im- 
possible to  point  to  a  single  place  where  such  a  statement  was  ever 
made  bv  me. 
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Mr.  Hogan's  declaration  or  intimation  that  I  was  either  acquainted 
with  or  participated  in  the  offer  Mr.  Untermyer  is  alleged  by  him  to 
have  made,  and  which  Mr.  Untermyer  will  himself  answer  in  due 
course,  to  give  the  bank  immunity  from  indictment  in  return  for  the 
resignations  of  three  of  its  officers,  is-  untrue  and  wholly  without 
foundation  as  far  as  I  am  concerned.  Whatever  conversation  Mr. 
Untermyer  may  have  had  with  Mr.  Hogan  or  Mr.  Cromwell,  or  both, 
as  claimed  by  Mr.  Hogan,  he  will  advise  you  of  when  he  appears 
before  this  committee  on  Monday. 

The  Chairman.  He  was  acting  as  your  counsel? 

Mr.  Williams.  He  was  not,  sir. 

The  Chairman.  For  whom  was  he  acting! 

Mr.  Williams.  I  do  not  know.  Mr.  Hogan  ^ve  me  the  first  in- 
formation that  I  had  about  that  interview.  Mr.  Untermyer  had  been 
counsel  for  the  Secretary  of  the  Treasury  and  myself  in  the  equity 
Droceedings.  The  equity  case  was  over,  had,  been  submitted  to  the 
;  udge,  and,  as  I  understood  Mr.  Hogan  to  say,  it  was  some  weeks  after 
he  close  of  the  equity  trial,  and  when  Mr.  Untermver's  services  to 
me  and  Secretary  McAdoo  as  counsel  had  ended,  tnat  he  had  this 
alleged  interview  with  Mr.  Hogan  and  Mr.  Cromwell,  of  which  I 
knew  nothing,  and  which  was  never  reported  to  me. 

The  Chairman.  You  had  not  seen  nim  or  had  any  conversation 
with  him  in  regard  to  it? 

Mr.  Williams.  I  knew  nothing  of  it  whatever.  I  did  not  know 
Mr.  Untermyer  had  ever  seen  Mr.  Cromwell,  or  that  he  had  ever  dis- 
cussed this  subject  with  Mr.  Hogan. 

The  Chairman.  You  never  discussed  it  with  Mr.  Untermyer  ? 

Mr.  Williams.  I  never  knew  of  the  incident  until  Mr.  Hogan 
recited  it  here  the  other  day. 

The  Chairman.  No  ;  but  you  never  discussed  the  matter  of  stay- 
ins  the  criminal  proceedings  in  the  event  the  directors  would  resign? 

Mr.  Williams.  It  never  entered  my  mind  to  do  so.  It  never  oc- 
curred to  me  it  was  a  matter  which  would  come  within  Mr.  Unter- 
myer's  jurisdiction.  It  never  occurred  to  me  to  discuss  it  with  him. 
The  question  of  the  indictment  for  perjury  was  with  the  Department 
of  Justice,  to  be  handled  by  them  as  an  entirely  separate  matter, 
and  Mr.  District  Attorney  Laskey  has  told  you  that  I  had  no  con- 
nection with  it  whatsoever. 

The  Chairman.  The  district  attorney  testified  that  you  discussed 
the  matter  with  the  Attorney  General  two  months  before  the  indict- 
ment was  found. 

Mr.  Williams.  If  I  may  state  what  I  understood  the  district  at- 
torney to  say,  it  was  that  at  the  time  that  that  false  affidavit  was 
filed,  which  was  during  the  equity  trial,  the  subject  of  that  false 
affidavit  came  up  at  one  of  the  several  conferences  which  were  be- 
ing held  during  the  course  of  that  trial  between  the  representatives 
of  the  Department  of  Justice  and  counsel  in  the  case,  at  which  I 
was  present. 

The  Chairman.  The  record  will  show  what  the  district  attorney 
testified  to. 

Mr.  Williams.  And  it  was  the  natural  and  obvious  thing  to  do  at 
that  time  for  me  to  watch  the  equity  trial,  and  Mr.  Laskey  has 
stated  that  at  one  of  the  conferences  of  counsel  the  pierjuredi  affi- 
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Mr.  Williams.  All  right.  A  few  moments  ago  I  referred  to  the 
extraordinary  claim  ma(&  by  Mr.  Ho^an  to  the  effect  that  the  Riggs 
Bank  had  won  in  the  equity  case.  My  secretary  has  just  called  my 
attention  to  the  fact  that  I  inadvertently  stated  that  Mr.  Hogan  had 
claimed  that  the  Riggs  Bank  had  won  on  every  single,  solitary  ques- 
tion which  was  before  the  court,  save  one.  I  should  not  have  said 
**save  one.""  I  should  have  said  "every  one."  There  was  no  reser- 
vation even  by  Mr.  Hogan.  His  language  is  found  on  page  54.  "  Ev- 
€ry  one  "  was  his  insupportable  clami. 

The  Chairman.  The  record  will  show  what  points  were  won  and 
lost.  I  do  not  think  it  is  really  worth  while  to  take  up  the  time  of 
the  committee  discussing  that  nnding[  of  the  court. 

Mr.  Williams.  You  mean  the  decision? 

The  Chairman.  The  decision  of  the  court.    That  is  in  the  record, 

Mr.  Williams.  On  page  58  of  the  testimony  Mr.  Hogan  declares 
that  I  made  the  statement: 

If  you  will  waive  the  question  about  the  $5,000  and  let  that  fine  stand ;  if  you 
will  go  to  the  board  of  directors  and  have  the  board  of  directors  transmit  to  the 
Comptroller  of  the  Currency  the  resignation  of  Mr.  Glover,  Mr.  Ailes,  and  Mr. 
Flather ;  if  you  will  dismiss  that  equity  suit  and  agree  to  abide  by  the  law  as 
laid  down  by  Judge  McCoy  and  take  no  appeal,  then  I  will  give  you  this  char- 
ter.   Otherwise,  I  will  not. 

The  chairman  asked  Mr.  Hogan:  "Was  that  a  written  propo- 
sition?" 

Mr.  Hogan  replied :  "  Yes,  sir ;  that  was  a  written  proposition  and 
you  will  find  it  here,"  etc. 

Subsequently,  however^  Mr.  Hogan  "crawled,"  for  when  Senator 
Hitchcock  a^ain  asked  him,  "  I  ask  whether  that  demand  was  made 
in  writing?"  Mr.  Hogan  then  replied  "No," — eating  the  words 
which  he  nad  just  uttered  a  few  moments  before — ^"  The  demand  was 
not  made  in  writing,  but  the  ultimate  result  was  put  in  writing,  in 
a  report  from  the  bank  to  Williams,  which  writing,  however,  was 
dictated  by  Williams." 

I  call  your  attention  to  the  fact  that  the  ultimate  result  to  which 
Mr.  Hogan  appears  to  allude  was  wholly  different  from  the  demand 
which  he  said  a  few  moments  before  that  I  had  made  in  writing,  and 
it  did  not  involve  the  waiver  of  the  $5,000  fine. 

Mr.  Hogan  tells  you  (page  61),  between  1897  and  1902  the  bank 
conducted  its  real  estate,  brokerage,  and  loan  business  in  the  name 
of  Glover,  Hvde,  Johnston,  and  otiiers,  and  that  the  partnership  had 
a  capital  of  $30,000,  but  he  does  not  tell  you  whether  the  firm  paid 
the  bank  rent  or  any  portion  of  the  clerical  expenses,  though  he  will 
admit  that  profits  which  Mr.  Glover  and  his  partners  divided  among 
themselves  m  that  period,  from  their  operations,  amounted  to  more 
than  $45,000.  Several  years  after  1902  the  bank,  it  appears^  openly 
conducted  a  real  estate  and  brokerage  business.  This  business,  it 
seems,  had  assumed  considerable  proportions,  for  National  Bank  Ex- 
aminer Hanna,  who  is  now  chief  examiner  for  the  New  York  clear- 
ing house,  in  his  report  to  the  comptroller  of  August  24,  1899,  said: 

The  president  and  two  vice  presidents  compose  the  firm  of  Glover,  Hyde  & 
Johnston,  who  carry  on  an  extensive  real  estate  loan  business  at  the  banis, 
making  their  profits  from  commissions.  The  cash  for  niakinj;  tht»»e  loans  Is 
usually  furnished  temporarily  by  the  bank  for  one  or  two  jit  n  time,  and  then 
the  loans  are  sold  to  customers  of  the  bank,  without  rwou rs*'  mi  the  firm,  as 
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investments.  I  would  estimate  at  least  $2,000,000  of  this  paper  to  be  oat- 
standing,  the  collection  and  management  of  which  is  handled  by  the  collectloo 
department  of  the  bank. 

On  April  20,  1903,  referring  to  the  bank's  operations.  National 
Bank  Examiner  Albertson,  now  vice  president  of  the  Mecnanics  and 
Metals  National  Bank  of  New  York,  criticized  the  bank  as  follows: 

• 

It  is  represented  on  the  Washington  Stock  Exchange  by  Charles  C  Glover, 
its  president,  and  W.  J.  Flather,  its  assistant  cashier.  WhUe  a  sooroe  of 
profit  to  the  association,  it  is  nevertheless  in  excess  of  its  power,  and  In  tblt 
instance  is  open,  notorious,  and  flagrant 

Referring  to  the  stock  and  bond  business  conducted  by  the  bank, 
he  added: 

This  association  daily  exceeds  the  powers  granted  to  it  by  the  puTchase 
and  sale  of  stocks  and  bonds  on  commission. 

The  irregular  practices  of  the  bank  were  criticized  in  numerous 
examinations  by  the  same  examiner. 
On  April  22, 1905,  he  said : 

The  attention  of  the  department  has  been  heretofore  directed  to  the  fact 
that  this  bank  is  engaged  in  the  purchase  and  sale  of  stocks,  bonds,  etc^  od 
commission.  This  is  evidenced  by  its  advertisements  in  the  daily  papers  and 
by  its  books.  Seats  in  the  local  stock  exchange  are  not  owned  by  the  bank 
but  by  two  of  the  ofllcers  of  the  bank  indivlduaUy.  It  has  been  a  source  of 
profit  to  the  bank  and  no  loss  has  been  incurred. 

In  the  examination  of  May  22,  1906,  National  Bank  Examiner 
Owen  T.  Reeves,  to  whom  Mr.  Hogan  referred  very  feelingly,  re- 
peatedly during  his  testimony  called  attention  in  his  report  to  the 
following  direct  loans  made  by  the  Riggs  National  Bank  to  its  vice 
president,  assistant  cashiers,  paying  tellers,  receiving  teller,  ladies' 
teller,  exchange  teller,  note  teller,  general  bookkeeper,  and  34  other 
bookkeepers  and  clerKS,  aggregating  more  than  $358,000,  or  more 
than  35  per  cent  of  the  bami's  entire  capital  stock : 

Exammation  of  May  22,  1906 : 

Direct  liabiUties  of  ofilcers : 

Vice  President  M.  E.  Ailes $3i,  788. 96 

Assistant  Cashier  W.  J.  Flather 74, 000. 00 

Assistant  Cashier  H.  H.  Flather 47, 687. 50 

Paying  Teller  D.  Rittenhouse 0Oa  00 

Paying  Teller  D.  M.  Kindelberger 40. 00 

Receiving  TeUer  A.  M.  Nevius 1, 105. 00 

Ladies'  Teller  Herman  Bestor 56,500.00 

Exchange  Teller  B.  D.  Flather 8. 010. 21 

Note  Teller  W.  A.  Gieseking 28, 000. 00 

(General  Bookkeeper  Joshua  Evans,  Jr 11,088.88 

84  bookkeepers  and  others 101,005.00 

Now,  Mr.  Chairman  and  gentlemen  of  this  committee,  I  would  like 
for  you  to  ask  yourselves  what  your  impressions  would  be  if  you  had 
found  that  condition  of  things  in  any  national  bank. 

The  Chairman.  That  was  in  1906? 

Mr.  Williams.  Yes.  It  was  the  criticism  made  by  Mr.  Owen  T. 
Beeves,  national  bank  examiner,  to  whom  Mr.  Hogan  has  so  fre- 
quently alluded.  Was  not  that  time  to  raise  the  red  flag  of  danger  f 
Nearly  every  officer  and  employee  of  the  bank  was  using  its  fun£  in 
stock  speculations.    He  says,  after  naming  the  vice  president,  ^  Both 
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assistant  cashiers,  two  paying  tellers,  the  receiving  teller,  the  ladies' 
teller,  the  exchange  teller,  the  note  teller,  the  general  bookkeeper,  and 
34  bookkeepers,  and  other  clerks." 

Mr.  Chairman  and  gentlemen,  that  was  an  alarming  condition  of 
things.  Those  loans  were  made  largely  upon  speculative  stocks  and 
other  securities,  the  whole  office  force  of  the  bank  apparently  being 
engaged  in  speculation. 

Keferring  to  those  large  loans,  the  examiner  said  the  large  loans  to 
the  Flather  brothers  ancTother  minor  officials  of  the  bank  represented 
stock  purchases  or  speculation. 

The  foregoing  statement  of  Examiner  Reeves  is  a  flat  contradiction 
of  the  apology  which  Mr.  Hogan  offered  for  the  note  teller's  embezzle- 
ment. He  had  just  read  to'your  committee  my  statement  to  this  com- 
mittee in  February,  1919,  in  which  I  had  said : 

Mr.  Williams.  Oh,  I  don't  recall  as  to  whether — ^yes;  I  will  say  there  was 
an  atmosphere  of  speculation  in  the  bank  at  that  time  which  was  exceedingly 
unhealthy.  At  a  previous  hearing  reference  has  been  made  to  one  case  where 
a  note  teller,  I  believe,  embezzled  $50,000  or  $60,000  of  the  bank's  money.  I 
presume  he  felt  that  as  the  officers  of  the  bank  were  speculating,  that  the 
president  of  the  bank  was  buying  and  selling  stocks  and  the  vice  president  was 
buying  and  selling  stocks,  and  others,  that  he  could  speculate  also.  The  result 
was  that  there  was  an  embezzlement;  in  fact,  I  think  there  have  been  two 
embezzlements  in  that  bank  from  time  to  time  in  the  past  But  that  was,  as 
I  say,  I  think  the  example  of  having  the  officers  of  the  bank  engaged  in  stock 
speculations,  which  was  an  exceedingly  unhealthy  one  for  the  bank. 

And,  commenting  upon  my  statement,  Mr.  Hogan  said : 

Before  he — 

referring  to  me — 

made  that  statement  he  could  have  ascertained  the  facts,  could  he  not?  What 
impression  did  he  want  to  create  here  except  that  this  man  Gieseking  had 
bea)me  a  defaulter  by  speculating  in  consequence  and  as  a  result  of  the  example 
set  him  by  officers,  when,  if  he  had  taken  the  slightest  trouble  to  find  out  the 
truth,  he  would  have  learned  a  remarkable  thing — that  stock  speculation  had 
nothing  to  do  with  Gieseking's  defalcation.  Gieseking  was  not  a  stock  specu- 
lator. 

The  fact  is,  this  embezzling  official  had  been  borrowing  from  the 
bank  in  large  or  small  sums  for  10  years  previously  or  more,  and  had 
also  been  stealing  from  the  bank  for  practically  all  of  that  time, 
and  he  was  reported  and  shown  as  borrowing  from  the  bank  on  the 
date  of  Mr.  Reeves's  examination,  to  which  I  have  referred,  $28,000. 

I  hardly  think,  Mr.  Chairman  and  gentlemen,  that  it  is  necessary 
for  me  to  dwell  much  upon  this  condition  and  these  facts  which  I 
am  bringing  to  your  attention.  They  are  too  patent  and  obvious  to 
need  comment  before  men  of  your  large  experience  with  affairs  and 
knowledge  of  what  correct  and  sound  banking  calls  for. 

The  misleading  and  disingenuous  statements  made  by  the  bank 
to  the  comptroller's  office  were  illustrated  by  an  incident  which  was 
brought  out  by  Examiner  Reeves  in  his  report  of  May  22,  1906.  In 
that  report  he  said : 

The  bank  carries  a  demand  note  signed  Joshua  Evans.  Jr.,  general  book- 
keeper, for  $11,939.88.  This  represents  the  following  stocks  formerly  carried 
In  "  stocks,  sec.,  etc."  1757  Ck>L  Title  Ins.  CJo..  109  Pa.  Tel.  CJo.,  155  Peoples 
Ins.  Ca,  27  Real  Est.  Ins.  Ck).,  and  still  belong  to  the  bank.  The  note  shows 
a  curtaHment  of  $8,523.42,  recently,  proceeds  of  235  Arlington  Ins.  Co,  sold. 
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I  place  in  the  record  the  following  letter  from  the  Biggs  Bank  to 
Comptroler  Ridgley,  dated  December  8,  1905,  from  pages  50  and  51 
of  volume  3  of  miscellaneous  letters : 

The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  December  8,  1905. 
Hon.  William  B.  Ridgley, 

Comptroller  of  the  Currency,  Washington,  D,  C, 

Deab  Sir:  We  are  In  receipt  of  your  letter  of  the  Ist  instant,  caUing  atten- 
tion to  the  report  of  the  examination  of  the  Riggs  National  Bank,  of  Washing- 
ton, D.  C,  made  on  the  20th  ultimo. 

We  note  what  you  say  with  reference  to  excess  loans,  and  have  taken  steps 
to  comply  with  your  request  in  tills  respect 

Loans  secured  by  real  estate  notes,  to  which  you  refer,  we  will  endeaTor  to 
dispose  of  as  soon  as  the  same  can  be  done.  •  In  this  connection  it  may  be 
said,  however,  that  the  loans  are  good  in  each  instance  without  the  real  estate 
notes  which  w^e  hold  as  collateral.  The  latter  may  be  properly  regarded  as 
incidental  security. 

A  list  of  all  loans  will  be  submitted  to  the  directors  at  monthy  meetings,  as 
suggested  by  you. 

Now,  Mr.  Chairman  and  gentlemen,  I  ask  your  particular  atten- 
tion to  this  paragraph : 

We  note  what  you  say  with  reference  to  shares  of  stock  of  various  corpora- 
tions owned  by  this  bank.  In  compliance  with  your  former  request  we  have 
practically  closed  out  all  our  stocks,  and  the  rest  wiU  be  disposed  of  as  soon 
as  practicable. 

The  comptroller's  office  drew  the  conclusion  that  the  stocks  had 
been  sold  as  they  had  been  instructed  to  sell  them.  There  was  no 
doubt  about  it.  We  assumed,  of  course,  that  the  stocks  had  been 
sold.    We  took  the  bank's  word  for  it. 

Continuing  that  paragraph : 

Some  of  the  stocks  referred  to  were  taken  over  from  the  old  Arm  of  Riggs 
<%  Ck).,  in  Uquidation. 

And  held  from  the  organization  of  the  bank  in  1895  or  1896  up 
to  December,  1905,  about  10  years  ago. 
Continuing  this  letter : 

We  have  read  the  letter  of  the  CJomptroller  of  the  Currency,  dated  December 
1,  1905,  to  which  this  is  a  reply. 
Very  respectfully, 

Chas.  C.  Glover.  Arthur  T.  Brlce,  M.  E.  Alles,  H.  Hurt,  J.  R.  McLean, 
James  M.  Johnston,  Thos.  Hyde,  Wm.  J.  Flather,  R.  Ross  Perry, 
Thomas  F.  Walsh,  Jas.  Stillman,  F.  A.  Vanderlip. 

Mr.  Chairman,  I  do  not  believe  that  all  of  those  directors  would 
have  signed  that  letter  if  they  had  known  what  the  true  facts  were. 
I  believe  that  they  took  the  word  of  the  officers  of  the  bank  that  what 
they  said  they  had  done  they  had  done.  I  now  ask  your  attention 
to  the  following  paragraph  from  a  letter  which  Comptroller  Ridgely 
had  written  to  the  bank  on  December  1, 1905 : 

It  is  noted  that  a  large  number  of  shares  of  various  corporations  are  still 
carried.  These  should  be  disposed  of  as  soon  as  possible,  as  it  is  unlawful  fbr 
a  national  bank  to  invest  in  the  shares  of  stock  of  other  corporations. 

I  have  shown  you  that  the  bank  had  represented  to  the  comp- 
troller's office  that  those  stocks  had  been  disposed  of.  The  bank  ex- 
aminer, Mr.  Reeves,  goes  beneath  the  surface  and  finds  out  that  they 
had  not  been  disposed  of.  but  were  carried  on  a  dummy  list  in  the 
bank  on  a  note  of  one  of  its  junior  clerks.    When  Mr.  Reeves  dis* 
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• 

covered  this  deception,  Acting  Comptroller  Kane  wrote  the  follow- 
ing letter  to  President  Glover,  under  date  of  June  6,  1906,  calling 
attention  to  over  $600,000  of  unlawful  loans  carried,  and  informing 
the  bank  that  despite  the  assurances  given  in  its  letter  of  December 
8,  1905,  that  "we  have  practically  closed  out  our  stocks,"  the  same 
stocks  were  still  largely  being  carried  through  a  dummy  loan  of  a 
junior  clerk.  The  letter  from  the  deputy  comptroller  on  June  6, 
1906,  is  found  on  page  53  of  volume  3  of  miscellaneous  correspond- 
ence. 

(The  letter  referred  to  is  as  follows:) 

TB£A8UBY  Depabtment, 
Office  of  the  Ck>MPTBOLLEB  of  the  Oubbenct, 

Wctahington,  June  6,  1906, 
Mr.  CHables  C.  Glover, 

President  the  Rigga  National  Bank, 

Washington,  D,  C. 

Sib:  The  report  of  an  examination  of  your  bank,  made  on  the  22d  ultimo, 
has  been  received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the 
limit  prescribea  by  section  5200,  United  States  Revised  Statutes. 

W.  B.  Hibbs  &  Co $110,000.00 

Maxwell    Woodhull $100,000 

Maxwell  Woodhull  et  al 50,000 

150.000.00 

Thomas  L.  Hume ^ 1 142, 263. 75 

American  Security  &  Trust  Co 200,000.00 

Three  of  these  loans  were  excessive  at  the  time  of  the  last  examina- 
tion, when  you  were  instructed  to  reduce  them. 

The  loans  to  George  T.  Dunlap,  James  D.  Richardson,  Mary  E. 
Patten,  and  J.  Maury  Dove,  whicn  were  reported  as  excessive  at  the 
time  of  the  previous  examination,  have  still  the  appearance  of  exces- 
sive loans  sup  up  into  accommodation  notes  for  amounts  within  the 
limit,  t\\Q  aggregate  still  remaining  about  the  same.  If  these  notes 
are  accommodation  notes  made  for  the  benefit  of  any  one  borrower, 
they  should  be  included  with  the  borrower's  liability  in  fixing  the 
limit,  as  it  is  unlawful  to  evade  the  statute  by  indirect  methods. 

The  stocks  of  the  Columbia  Title  Insurance  Co.,  Pennsylvania  Telegraph 
Company,  Peoples  Insurance  Company,  and  the  Real  Estate  Insurance  Co.,  here- 
tofore carried  by  the  banks  in  bonds,  securities,  claims,  etc.,  appear  to  be  still 
owned  by  the  bank  in  the  form  of  collateral  for  a  loan  of  $11,089.88  to  one  of 
the  employees  of  the  bank.  The  transfer  of  these  securities  to  loans  and  dis- 
counts is  not  a  disposition  of  these  stocks.  They  should  be  restored  to  the  ac- 
count of  bonds,  securities,  claims,  etc.,  and  be  so  carried  untU  regularly  dis- 
posed of. 

Efforts  to  dispose  of  loans  secured  by  real  estate  should  be  continued.  In 
this  connection  you  are  referred  to  office  letter  of  December  1,  1905. 

The  directors  are  requested  to  unite  in  making  a  prompt  reply  to  this  letter 
in  detail  over  their  individual  signatures,  stating  that  they  have  read  the  letter 
and  what  steps  will  be  taken  to  correct  the  matters  called  to  their  attention 
therein. 

Respecfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 

In  his  report  of  May  31,  1909,  the  same  examiner,  Mr.  Owen  T. 
Reeves,  criticized  the  Riggs  Bank  in  the  following  language : 

As  many  times  stated  by  this  examiner,  the  system  of  keeping  the  books  and 
accounts,  especially  the  method  of  handling  the  collateral  loans,  is  old-fashioned 
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and  sloppy.    For  a  large  and  flourishing  bank,  it  lacks  all  the  features  of 
tern  employed  in  well-managed  city  banks. 

The  same  examiner,  in  his  report  of  November  28, 1910,  said : 

As  stated  in  former  rei)orts,  the  system  of  keeping  the  books  and  acoovnts 
lacks  all  the  features  of  a  city  bank.    Methods  are  antiquated  and  dunbenameu 

In  the  examination  of  October  15, 1913,  the  last  examination  prior 
to  the  examination  by  Examiner  Trimble  in  May,  1914,  Nationid 
Bank  Examiner  Goodhart  stated: 

Considerable  difficulty  was  experienced  in  balancing  the  notes  due  to  the 
fact  that  no  man  seems  to  have  control  of  them  and  as  a  result  they  were 
found  in  several  different  departments  of  the  bank. 

This  same  examiner  then  called  attention  to  about  500  shares  of 
different  speculative  stocks  which  were  being  carried  amonj^  the 
bank's  assets  as  cash,  and  which  included  the  item  of  $6,562.50,  due 
by  President  Glover  for  the  purchase  of  200  shares  oi  American 
Can,  and  about  $50,000  due  some  other  customers  for  stocks  and 
bonds  purchased  by  the  bank.  This  examination  had  been  made 
about  SIX  months  after  the  examination  by  Examiner  Hann.  That. 
is  a  different  examiner  from  Examiner  Hann,  who  is  now  the  New 
York  clearing  house  examiner.  Mr.  Hann's  examination  was  made 
in  May,  1913,  and  has  been  freely  praised  by  Mr.  Hogan.  Mr. 
Hann's  examination  was  not  complete,  and  he  failed  to  detect  or 
call  attention  to  various  irregularities  which  were  subsequently 
brought  to  light. 

Mr.  Hogan,  on  page  106,  criticized  the  statement  in  my  letter  of 
November  23,  1914,  that: 

I  regret  to  have  to  advise  you  that  I  have  reason  to  believe  that  in  a  number 
of  cases  oaths  contained  in  the  aforesaid  certificates  have  been  violated,  and 
that  the  declarations  in  this  certificate,  in  certain  cases,  were  false. 

The  investigation  which  followed  disclosed  that  one  of  the  direc- 
tors of  the  Riggs  Bank  had  been  disqualified  for  nearly  three  years 
because  all  during  that  period  he  had  pledged  his  entire  holdings, 
10  shares  of  Kiggs  stock.  It  was  also  shown  that  Mr.  Ailes  had  in* 
correcUy  certified  that  he  was  the  owner  of  1,114  shares  of  stock,  or 
approximately  1,000  more  than  he  actually  owned  himself.  The 
bank  examiner  had  discovered  irregularities  in  connection  with  the 
directors'  oaths,  and  inquiry  which  this  office  thereupon  made  was 
thoroughly  justified  by  subsequent  developments. 

On  page  99  of  the  present  hearings  Senator  Frelinghuysen  asked 
Mr.  Hogan: 

Is  there  anything  in  the  record  that  shows  undue  favoritism  by  previous 
administrations  of  the  Riggs  Bank  or  any  other  bank? 

To  which  Mr.  Hogan  replied  flatly  and  promptly: 

There  is  not;  there  is  nothing  upon  which  to  found  the  statement  that  he 
wrote. 

As  a  complete  and  overwhelming  contradiction  of  that  statement 
I  again  ask  your  attention  to  page  540  of  the  February,  1919,  hear- 
ings, where  Secretary  McAdoo,  in  his  affidavit,  shows  that : 

On  April  11,  1903,  Ave  days  before  his  (Mr.  Ailes*s)  resignation  as  Assistant 
Secretary  of  the  Treasury  at  a  time  when  his  arrangements  with  the  Biggs 
Banlc  had  presumably  been  effected,  he  deposited  with  the  Riggs  Bank  funds 
of  the  United  States  Government  to  the  amount  of  $2,900,000,  wliich,  together 
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with  $100,000  that  was  then  on  deposit  with  the  Riggs  Bank,  made  a  total  de- 
posit of  Government  funds  of  $300,000,000,  (ill  without  interest 

On  the  same  page  Secretary  McAdoo  shows  that: 

During  that  time  there  were  11  national  banks  in  the  City  of  Washington, 
and  the  deposits  of  the  Riggs  Bank  averaged  not  exceeding  ^  per  cent  of  the 
total  average  deposits  of  said  national  banks.  The  total  deposits  of  Govern- 
ment funds  in  all  of  the  remaining  national  banks  of  Washington  during  said 
period  averaged  approximately  $278,874.  The  average  balance  of  Government 
funds  on  deposit  in  the  Riggs  Bank  from  the  time  the  said  Alles  became  con- 
nected with  the  bank  in  April,  1903,  until  March,  1907,  was  $2,018,957. 

Now,  Mr.  Chairman  and  gentlemen,  I  feel  persuaded  that  you  will 
agree  with  me  that  it  would  be  impossible  to  desire  a  more  complete 
refutation  than  this  of  Mr.  Hogan's  empty  claim  that  there  had  oeen 
**no  imdue  favoritism  by  previous  administrations  to  the  Bi^gs 
Bank."  The  records  of  the  Treasury  also  show  niunerous  other 
instances  of  favoritism  to  that  bank. 

Mr.  Chairman,  I  do  not  think  it  worth  while  for  me  to  dwell 
upon  that  incident.  It  shows  that  the  Riggs  Bank  during  that  period 
oi  years  had  been  favored  with  nearly  ei^t  times  as  much  Govern- 
ment money  as  all  the  other  national  banks  of  Washington  com- 
bined. If  that  is  not  favoritism,  what  is  it?  The  vice  president  of 
the  bank,  stepping  into  the  bank  five  days  after  he  resigns  as  As- 
sistant Secretary  of  the  Treasurv,  having  charge  of  fiscal  bureaus — 
the  case  is  so  obvious  that  I  feel  as  if  it  would  be  a  waste  of  your 
valuable  time  for  me  to  enlarge  upon  it. 

Mr.  Chairman,  Examiner  Trimble  has  just  called  my  attention  to 
the  fact  that  as  he  heard  my  testimony  in  regard  to  the  embezzlement  of 
some  sixty  or  sixty-five  tnousand  dollars  by  a  paying  teller,  he  was 
uncertain  whether  I  made  it  clear  that  the  embezzlement  had  been 
going  on  for  10  years  up  to  the  time  of  its  discovery  a  year  or  two 
ago,  or  for  10  years  prior  to  the  time  that  he  was  reported  as  bor- 
rowing about  $28,000  from  the  bank  by  Examiner  Reeves.  I  do  not 
know  my  exact  language,  but  what  I  intended  to  show  was  that  dur- 
ing these  past  10  years  while  he  has  been  borrowing  from  the  bank 
he  has  also  in  this  same  period  been  embezzling  funds  of  the  bank 
in  an  aggregate  sum  of  some  sixty  or  seventy  thousand  dollars  and 
that  his  loans  secured  by  bonds  and  stocks  have  figured  in  the  bank's 
list  of  loans  from  time  to  time  throughout  that  period. 

Mr.  Chairman  and  gentlemen,  Mr.  Hogan  complained  about  and 
criticized  the  comptroller's  office  for  what  he  claimed  to  be  its  omis^ 
sion  to  examine  national  banks  in  Washington  twice  a  year,  as 
required  by  law,  and  he  claimed  that  the  comptroller  had  been  guilty 
of  a  serious  disregard  or  violation  of  law  m  that  connection.  H!e 
claimed  in  his  testimonv  before  the  committee  that  the  comptroller's 
office  had  not  examined  all  of  the  banks  of  Washington  in  the  year 
1915 

The  Chairman.  What  page  of  Mr.  Hogan's  testimony? 

Mr.  Williams.  I  am  looking  now  at  page  114.  On  page  115  the 
chairman  says : 

Mr.  Hogan,  you  stated  that  the  other  national  banks  were  not  examined 
during  the  year  1915. 

Mr.  Hogan.  To  my  understanding,  I  said. 

Now,  Mr.  Chairman,  at  another  part  of  his  testimony  he  goes  on 
and  says  that  they  were  not  examined,  as  I  understand,  twice. 
There  is  a  statement  that  they  were  not  examined  at  all. 


604  NOMINATION  OP  JOHN  SKBLTON  WILLIAMS. 

-^B  I 

Here  is  a  report  from  the  comptroller's  office  as  to  what  the  facts 
were  regarding  the  examination  of  local  national  banks.  Let  me, 
however,  call  your  attention  to  the  fact  that  prior  to  the  passage  of 
the  Federal  reserve  act  of  December  23,  1913,  the  law  provided  for 
the  examination  of  national  banks,  such  examinations  to  be  made  at 
such  times  as  in  the  judgment  of  the  comptroller  might  be  expedient 
or  necessary.^  Prior  to  the  passage  of  the  Federal  reserve  act  there 
was  no  re(][uirement  in  the  law  tnat  national  banks  should  be  ex- 
amined twice  each  calendar  year.  That  provision,  however,  was 
inserted  in  the  Federal  reserve  act  and  is  a  part  of  the  law  as  it  now 
stands.  It  had  been  the  custom  to  examine  them,  as  a  general  rule, 
about  twice  a  year. 

Mr.  Hogan  failed  to  tell  you  that  requirement  arose  from  a  stat- 
ute which  had  just  gone  into  effect  about  the  beginning  of  1914, 
which  involved  the  reorganization  and  enlargement  and  extension 
of  the  examining  force  of  the  comptroller's  office,  and  I  do  not  be- 
lieve that  any  fair-minded  critic  would  charge  the  comptroller's 
office  with  neglect  of  duty  if  he  had  been  unable  to  put  the  machin- 
ery in  operation  to  provide  for  the  absolute  examination  inmie- 
diately  of  all  of  the  8,000  banks  twice  a  year,  as  the  law  provides. 
Furthermore,  you  will  find  that  the  law  in  some  States,  or  the 
ordinances,  provide  that  each  ward  shall  have  a  fire  engine,  or  a 
certain  number  of  fire  engines  in  the  ward.  That  does  not  mean  to 
say  that  if  there  should  be  a  fire  in  some  other  ward  that  that  par- 
ticular fire  engine  and  the  men  from  the  fire  department  stationed 
there  should  not  go  to  the  scene  of  the  conflagration;  and  no  sane 
person  would  criticize  the  fire  department  of  one  ward  for  going  to 
a  large  fire  in  another  ward. 

It  IS  true  that  with  the  numerous  additional  burdens  and  responsi- 
bilities which  were  thrown  upon  the  comptroller's  office  following  the 
inauguration  of  the  Federal  Reserve  act,  in  the  latter  part  of  the  year 
1913,  we  were  unable  instantly  to  arrange  for  the  examination  twice 
that  year  of  all  national  banlis  in  the  entire  country,  although,  as  a 
rule,  they  were  pretty  well  examined.  In  Washington  we  did  pro- 
vide that  every  national  bank  was  examined,  not  only  in  the  year 
1913,  but  in  the  year  1914,  and  in  the  year  1915. 

Mr.  Hogan's  implication  to  the  committee  that  it  was  not  done 
in  either  1914  or  1915  is  untrue.  Thev  were  examined  at  least  once 
each  year — everj^  bank  in  the  District,  but  they  were  not  examined 
twice  for  the  reasons  which  I  have  endeavored  to  make  apparent. 

The  Chairman.  If  you  have  it  there,  just  put  into  the  record  a 
statement  of  what  banks  were  examined  once,  and  what  banks  were 
examined  twice  in  1915. 

Mr.  Williams.  With  your  permission,  I  will  put  in  the  record  a 
list  showing  the  number  of  examinations  for  each  bank  in  the  years 
1913, 1914,  and  1915. 

The  Chairman.  Very  well. 

Mr.  WnxiAMs.  I  call  your  attention  to  the  fact  that  I  was  not 
Comptroller  of  the  Currency  in  the  year  1913,  in  which  year  there 
were  a  number  of  banks  which  were  only  examined  once,  as  there 
were  in  the  year  1914.  I  think  it  is  fair  that  that  statement  should 
be  made. 

The  Chairman.  You  have  got  there  a  list  of  all  the  banks? 

Mr.  Williams.  National  banks. 
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The  Chairman.  All  that  come  under  vour  supervision  ? 

Mr.  Williams.  No;  all  national  banks,  and  building  fund  asso- 
ciations, and  trust  companies,  also,  to  a  certain  extent,  come  under 
the  comptroller's  supervision.  I  am  giving  you  all  the  national 
banks. 

The  Chairman.  Very  well ;  that  is  enough. 

(The  statement  referred  to  by  the  comptroller  is  as  follows:) 

DATES    OF    ALL   EXAMINATIONS    OF    NATIONAL    BANKS    IN    WASHINGTON,    D.    C,    FOB 

THE  TEAB8    1018,    1914,   AND   1916. 

Farmers  Mechanics  of  Georgetown,  D.  C,  1918,  August  26,  1914,  February 
27,  October  28 ;  1915,  October  21. 

Second.  1913,  September  11 ;  1914,  June  22 ;  1915.  March  8. 

American.  1913,  March  27 ;  1914,  March  4,  December  16 ;  1915,  October,  25. 

Columbia.  1913,  August  29 ;  1914,  June  1 ;  1915,  March  4. 

Commercial.  1913,  April  7;  1914,  April  28;  1915,  February  23. 

District  1913,  March  10 ;  1914,  April  22 ;  1915,  February  3. 

Federal.  1913,  September  6 ;  1914,  June  10 ;  1915,  March  2. 

Franklin.  1913  (not  opd)  ;  1914,  April  4,  September  23;  1915,  May  24. 

Lincoln.  1913,  September  4 ;  1914,  June  12 ;  1915,  March  19. 

National  Bank  of  Washington.  1918,  February  8,  July  9 ;  1914,  June  17 ;  1915, 
March  11. 

National  Capital.  1913,  August  28;  1914,  February  25,  October  20;  1915, 
October  12. 

National  Metropolitan.  1913,  February  10;  1914,  February  27,  November  10; 
1915,  October  14. 

Riggs.  1913,  May  15,  October  16;  1914,  May  18,  NoTember  13;  1915,  August 
16,  December  30. 

» 

The  Chairman.  I  understood  you  to  say  they  were  all  examined 
once? 

Mr.  Williams.  At  least  once. 

Mr.  Hogan  offers  as  an  excuse  for  the  refusal  of  the  Riggs  Na- 
tional Bank  to  permit  the  national  bank  examiner  to  get  certain 
information  from  the  books  of  the  baiik  in  June,  1914,  relative  to 
bank  balances,  the  claim  that  several  years  previously  a  previous 
Comptroller  of  the  Cun-ency  had  issued  orders  to  national  bank 
examiners  to  desist  from  the  drawing  of  deposit  balances  from  the 
national  banks,  or  from  national  banks  in  certain  places — ^I  do  not 
know  whether  it  covered  absolutely  the  whole  country,  or  whether 
there  were  any  exceptions.  I  ask  your  special  attention  to  the  fact 
that  Comptroller  Murray's  circular  of  December  20,  1909,  to  which 
he  appears  to  refer,  was  addressed  to  all  national  bank  examiners, 
and  instructed  them  that  from  that  date  and  thereafter  they  were 
to  take  no  records  of  deposits  of  national  banks,  and  to  destroy  all 
records  they  had  taken  relative  to  deposits  of  national  banks.  The 
records  of  this  office  do  not  indicate  in  any  way  that  this  circular 
ever  went  to  national  banks,  or  was  ever  intended  for  national 
banks.  On  the  contrary,  it  has  been  the  practice  of  the  office  for 
years  to  regard  communications  to  national  bank  examiners  •  as 
strictly  confidential  communications  for  them  only,  and  not  to  be 
shown  or  exhibited  to  national  banks  which  they  are  examining. 
The  comptroller's  office  has  discovered,  though,  that  one  or  more 
communications  in  the  past,  intended  for  baim  examiners,  in  some 
way  or  another  had  gotten  into  the  custody  of  the  officers  of  the 
banks;  and  I  recall  one  occasion  during  the  course  of  this  corre- 
spondence where  the  comptroller's  office  was  surprised  to  find  one 
of  these  confidential  commimications  in  the  possession  of  the  officers 
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of  the  Riggs  Bank,  and  endeavored  unsuccessfidly  to  find  out  how 
they  had  obtained  it. 

The  Chairman.  What  was  it ;  do  you  know  ? 

Mr.  Williams.  It  was  some  official  communication,  intended  for 
examiners  only.    I  forget  the  particular  one,  but  I  can  find  it. 

The  Chairman.  Before  I  lorget  it:  Did  you  examine  the  other 
national  banks  twice  in  1915,  outside  of  Washington? 

Mr.  Williams.  As  a  rule,  yes;  not  in  all  cases.  As  I  have  ex- 
plained, we  had  not  gotten  the  machinery  effected  to  enable  us  to 
make  complete  examinations  of  all  the  national  banks. 

The  Chairman.  Mr.  Hogan  claims  that  you  made  an  exception 
of  the  banks  in  Washington. 

Mr.  WiLLLAMs.  I  am  sorry  to  say  that  our  equipment  of  examin- 
ers was  not  sufficient  to  enable  us  to  give  two  exammations  to  all  the 
national  banks,  although  we  did  it  as  far  as  practicable. 

The  Chairman.  Were  there  many  banks  that  year,  outside  of 
Washington,  that  were  not  examined? 

Mr.  Williams.  I  think  there  were  probably  several  hundred. 

The  Chairman.  But  that  is  all? 

Mr.  WiLLLAMs.  What? 

The  Chairman.  Not  more  than  that? 

Mr.  WiiJjIams.  For  example,  here  is  a  memorandum  from  which 
it  appears  that  in  New  York  City  there  were  33  national  banks 
there,  and  29  of  them  were  examined  once,  and  only  3  examined 
twice,  owing  to  the  pressure  upon  the  force.  In  Louisville,  Ky., 
there  were  8  national  banks;  5  of  them  examined  once,  and  3  ex- 
amined twice.  In  Dallas,  Tex.,  there  were  5  national  banks;  4  ex- 
amined once,  and  1  examined  twice.  In  St.  Louis  there  were  7  na- 
tional banks ;  5  examined  once,  and  2  examined  twice. 

So  it  was  merely  that  we  had  not  been  able 

The  Chairman.  The  total  number  of  banks  that  were  not  exam- 
ined twice  was  smaU  in  proportion  to  the  number  examined  once? 

Mr.  Williams.  I  can  give  you  that  information  if  you  would 
like  it. 

The  Chairman.  No;  I  just  asked  you 

Mr.  Williams:  I  should  say  there  were  several  hundred;  not 
many.  You  will  find  in  New  York  that  the  proportion  of  banks 
examined  twice  was  about  the  same  as  in  Washington,  as  I  read  it. 
In  St.  Paul,  probably  the  same;  St.  Louis  about  the  same,  I  guess. 
If  you  wish  any  further  figures 

The  Chairman.  That  is  sufficient  for  my  purpose. 

Mr.  Williams.  I  remind  you,  Mr.  Chairman,  that  the  Federal 
reserve  system  was  only  put  into  effect  in  the  autumn  of  1914,  and 
the  country  divided  into  12  examining  districts,  imder  the  charge 
of  12  chiei  examiners.  The  readjustments  were  in  process  and  we 
had  not  built  the  force  up  to  a  pomt  where  we  could  carry  out  fully 
the  requirements  and  provisions  of  the  law  in  that  respect;  but  I 
do  not  think  there  was  any  negligence  on  the  part  of  the  comptrol- 
ler's office  in  that  matter.  They  were  proceeding  as  rapidly  as  they 
could  with  the  force  at  hand. 

Now,  Mr.  Chairman,  I  want  to  call  your  attention  to  another  ex- 
ceedingly disingenuous  and  misleading  statement  which  was  empha- 
sized before  this  committee  by  Mr.  Hogan.  On  page  88  he  (jgotes 
a  list  of  the  loans  which  had  been  made  to  the  four  leading  officers 
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of  the  Biggs  National  Bank  up  to  the  time  that  this  controversy 
began.  He  charges  that  that  statement  willfully  produced,  and  waa 
intended  to  produce,  an  incorrect  and  exaggerated  impression.  His 
charges  are  willfully  and  knowingly  false,  in  my  opinion,  as  I  will 
endeavor  to  show  you. 
He  says,  at  page  84 : 

I  will  show  you  the  scurrilous  criticism  of  those  loans  when  they  were  made 
in  other  banks,  although  he  did  not  criticize  the  other  banks. 

We  will  assume  Mr.  Ailes  hnd  $75,000  coUateral,  and  he  borrowed  $50»000 
on  his  note.  I  illustrate  this  by  writing  because  I  think  you  gentlemen  can 
follow  it.  At  the  end  of  a  quarter  he  makes  a  $5,000  curtail  in  addition  to  pay- 
ing: interest,  and  gives  a  new  note  for  $45,000.  At  the  end  of  the  next  quarter 
lie  makes  a  $5,000  curtail,  and  gives  a  new  note  for  $40,000.  At  the  end  <rf  the 
next  quarter,  in  order  to  make  this  short,  let  us  say  he  makes  a  $10,000. curtail, 
and  gives  a  new  note  for  $30,000.  He  has  t)Orrowed  $50,000,  and  he  has  been 
making  inroads  into  it.  Williams  takes  those  notes,  each  one  of  those  renewals, 
and  he  says  Mr.  Ailes  borrowe<l  $165,000,  and  in  that  way  iii  18  years  he  reaches 
the  alarming  total  of  $2,500,000  borrowed  by  Mr.  Glover,  or  $584,000  borrowed 
by  Mr.  Ailes. 

Mind  you,  he  says  *'  in  that  way  " — in  other  words,  he  charges  that 
I  had  exaggerated  by  that  method  the  loans  made  by  Mr.  Ailes  and 
Mr.  Glover  three  and  three-tenths  times ;  in  other  words,  that  when 
they  would  borrow  $50,000  I  charged  they  were  borrowing  $165,000, 
or  three  and  three-tenths  times  more  than  they  borrowed. 

To  begin  with,  I  wish  to  say  that  the  table  showing  these  loans  was 
not  prepared,  obviously,  by  me.  That  table  was  prepared  by  the 
bank,  was  it  not,  Mr.  ^Trimble? 

Mr.  Trimble.  Prepared  from  a  list  furnished  by  the  bank. 

Mr.  WiLUAMs.  I  mean  the  table  from  which  these  loans  were  got- 
ten was  prepared  by  the  bank ;  and  I  would  suggest  that  here  is  the 
ori^nal  table  of  the  list  of  loans  from  which  the  table  was  prepared, 
and  if  you  desire  to  do  so,  I  would  suggest  that  you  print  it  m  the 
i-ecord. 

The  Chairman.  Just  in  a  word,  Mr.  Williams,  you  can  state  to 
the  committee  what  percentage  of  the  loans  were  as  indicated  by 
Mr.  Hogan. 

Mr.  Williams.  I  have  asked  the  national-bank  examiner  to  make 
an  analysis  of  the  loans  and  find  out,  if  possible,  to  what  extent,  if  any, 
loans  were  increased  by  such  renewals.  Mr.  Hogan  states  in  his  tes- 
timony, or  admits  in  his  testimony,  that  in  presenting  that  original 
list  the  comptroller  in  that  statement  had  called  attention  to  the  fact 
that  there  might  be  some  duplications  on  account  of  loan  renewals. 
He  said  it  was  placed  in  an  obscure  place.  That  statement  is  false 
and  misleading,  because  it  is  in  the  body  of  the  text  and  as  promi- 
nent as  anything  else  connected  with  the  statement,  and  intended  to 
be  for  the  notice  of  anyone  reading  it,  in  the  event  that  there  might 
have  been  such  renewals.  I  knew  nothing  as  to  what  the  renewals 
were.  Here  is  a  memorandum  which  the  national-bank  examiner  has 
prepared  in  response  to  my  request 

The  Chairman.  It  seems  to  me  entirely  unnecessary  to  print  that 
long  document  in  the  record,  if  you  can  state  what  percentage  of 
them  are  renewals. 

Mr.  Williams  (reading) : 

Memorandum  for  the  comptroller. 

Referring  to  Mr.  Horn's  claims  that  the  borrowings  of  President  Glover  and 
Vice  Presidents  Flather  and  Ailes  of  the  Riggs  National  Bank,  from  the  date 
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of  its  organization  to  1914,  as  set  forth  in  your  decision  upon  the  application 
of  the  banls  for  an  extension  of  its  charter,  were  made  up  largely  of  duplications 
due  to  the  inclusion- of  both  original  loans  and  renewals  thereof,  I  find  from 
an  examination  of  the  original  reports  of  the  bank  from  which  the  figures 
appeal*ing  in  your  decision  were  obtained,  the  following  to  be  the  real  farts 

The  Chaibman.  Is  that  a  summary  there? 

Mr.  Williams.  It  is  very  short.     [Continuing  reading:] 

Of  the  loans  to  Mr.  Glover  aggregating  $2,634,377,  as  set  forth  in  your  de- 
cision, it  appears  that  $386,000  were  marked  renewals  and  $476,000  bear  evi- 
dence on  examination  of  being  renewals,  although  not  so  marked — 

Although  they  were  marked  "Paid,"  not  renewed.  [Continuing 
reading:] 

Which  leaves  the  amount  of  loans  made  to  him  during  the  period  under 
consideration,  exclusive  of  renewals — 

and  giving  him  the  benefit  of  the  widest  interpretation — 

$1,672,377. 

The  Chairman.  Suppose  you  put  in  there  Mr.  Flather's  loans  and 
Mr.  Ailes's. 

Mr.  Williams.  I  am  going  on  a  little  further.  Based  upon  Mr. 
Hogan's  statement,  if  the  calculations  had  been  made  as  he  falsely 
urges,  the  amount  of  the  loans  would  be  nearly  $6,000,000.  The 
amoimt  is  shown  here,  however,  in  the  record  to  have  been  approxi- 
mately  two  and  one-half  millions,  including  renewals  to  which  atten- 
tion was  called  in  the  text.    [Continuing  reading :] 

The  statement  furnished  by  the  bank  b.h  to  loans  made  to  Mr.  AUes  during 
this  period,  indicates  that  each  loan  was  **  paid  "  on  a  date  stated,  but  a  careful 
analysis  of  the  statement  discloses  that  on  the  dates  on  which  certain  of  these 
loans  are  reported  to  have  been  **  paid  "  other  loans  were  made  to  Mr.  Alles 
in  which  the  same,  or  a  part  of  the  same  collateral,  appear.  If  we  should 
therefore  consider  instances  of  this  kind  as  **  renewals  "  of  loans,  the  renewals 
would  aggregate  about  $96,646:92,  making  his  total  loans  during  the  period 
mentioned,  exclusive  of  these  possible  renewals,  $488,208.25. 

According  to  Mr.  Hogan's  false  calculation  if  that  had  been  true 
they  would  have  represented  about  $1,600,000  or  $2,000,000.  It  is 
stated  in  this  estimate  here  at  something  over  $500,000. 

Mr.  Chaiiman,  the  examiner  reports  that  the  statements  as  to  the 
loans  of  the  Messrs.  Flather  in  the  shape  in  which  they  were  presented 
by  the  bank  did  not  enable  him  to  make  similar  analyses,  but  if  you 
desire  it  I  shall  be  very  glad  to  call  upon  the  bank  to  present  a  state- 
ment which  will  enable  us  to  make  a  similar  analysis  of  their  accounts 
as  well. 

The  Chaibman.  No;  it  is  unimportant.  You  can  leave  that  state- 
ment with  the  committee.  Mr.  Hogan  states,  at  the  top  of  page  84^^ 
that  the  bank  lost  nothing  on  account  of  these  loans. 

Mr.  Williams.  The  loans  to  its  officers? 

The  Chairman.  Yes. 

Mr.  Williams.  I  should  be  very  happy  if  I  can  inform  you  on 
that  point.  The  Supreme  Court  of  the  District,  in  its  decision,  de- 
clared that  I  would  have  the  right  to  ask  for  that  information.  I 
did  ask  for  the  information  as  to  the  loans  made  to  officers,  and  the 
bank  refused  to  give  it.  If  I  should  ask  now,  in  the  light  of  that 
decision,  I  could  get  that  information  for  you. 

The  Chairman.  You  have  no  knowledge  of  it? 
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!Mr.  Williams.  I  have  not.  It  was  the  refusal  of  the  bank  to  fur- 
nish information  in  regard  to  direct  and  indirect  and  dununy  loans 
to  officers  that  occasioned  the  court  proceedings.  Again,  on  page  6G, 
Mr.  Hogan  says : 

In  May,  1914,  one  year  after  that.  Examiner  Trimble,  assisted  by  various 
assistants,  made  a  rei)ort.  We  repeatedly  asked  the  Comptroller  of  the  Cur- 
rency whether  or  not  there  was  in  that  report  any  matter  that  ought  to  be 
brought  to  our  attention  for  correction.  So  far  as  my  recollection  now  goes, 
up  to  this  date,  neither  that  report  nor  any  extract  that  has  been  sent  to  that 
bank  has  contained  any  criticism,  and,  therefore,  if  there  was  any  criticism,  it 
has  not  been  made  known  to  the  bank. 

That  is,  I  believe,  a  repetition  of  a  similar  statement  which  he  had 
made  earlier  in  the  hearings.  I  have  answered  ttiat,  I  think,  by  ex- 
cerpts from  letters  of  criticism,  which  have  already  been  introduced 
this  morning,  and  if  that  is  not  sufficient  I  will  be  pleased  to  in- 
troduce more.  Mr.  Chairman,  on  page  67  and  subsequent  pages  Mr. 
Hogan  devotes  a  great  deal  of  space  and  time  to  the  discussion  of 
an  incident  in  the  summer  of  1914  when  the  Biggs  Bank  called  upon 
the  Treasury  to  expedite  the  printing  of  $1,000,000  of  new  currency. 
The  statements  of  the  Biggs  Bank  m  that  connection  were  contra- 
dictory, as  shown  by  the  record.  I  will  call  your  attention  to  one  or 
two  places  presently.    The  real  facts  were  these : 

There  had  been  stored  in  the  vaults  of  the  Treasury  some  four  or 
five  hundred  million  dollars  of  national  bank  notes  to  oe  issued  when 
needed  under  the  terms  of  the  Aldrich-Vreeland  emergency  currency 
law.  Upon  the  outbreak  of  the  European  war  the  comptroller's  office 
was  flooded  with  applications  from  the  currency  associations  through- 
out the  countrv  f-or  currency,  from  banks  that  needed  it  and  needed 
it  instantly.  'The  greatest  pressure  was  at  New  York ;  and  upon  the 
outbreak  of  the  war  the  Treasury  was  kept  open  all  day  Sunday, 
August  1,  I  think  it  was,  or  the  2d,  and  all  night  long,  preparing 
currency  for  shipment  to  New  York,  to  Boston,  and  to  the  big 
cities  to  have  it  ready  there  for  the  opening  Monday  morning  and 
Tuesday  morning  when  the  situation  was  likelv  to  become  more  and 
more  acute. 

The  situation  was  an  exceedingly  grave  one,  but  it  was  handsomely 
and  efficiently  met  by  the  courageous  action  of  Secretary  McAdoo  in 
arranging  for  the  distribution  of  this  currency  where  it  was  most 
needed,  and  immediately.  The  Secretary  of  tne  Treasury  and  the 
Comptroller  of  the  Currency  were  necessarily  in  very  close  touch  with 
that  situation  and  had  information  as  to  the  places  where  the  cur- 
rency was  most  needed  and  the  banks  to  which  it  should  be  given 
first  and  whose  applications  were  pouring  in.  The  best  proof  of 
the  wisdom  of  the  course  pursued  by  the  Treasury  Department  and 
the  Secretary  of  the  Treasury  at  that  time  is  the  results  which  were 
obtained.  Currency  was  supplied  where  it  was  needed  and  the  ship 
was  kept  on  an  even  keel.  Here  and  there  where  a  bank  would  notify 
the  Treasury  that  it  must  have  hundreds  of  thousands  or  millions  iiii 
currency,  orders  were  rushed  into  the  bureau  in  cases  where  the 
currency  was  not  on  hand,  to  engrave  the  new  notes;  and  the 
Bureau  of  Engraving  and  Printing  was  running  24  hours  a  day. 
Some  of  the  people  there  were  working  not  only  in  two  or  three 
shifts,  but  in  24-hour  shifts,  in  order  to  meet  that  situation. 
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by  the  national-bank  examiner  or  the  assistant  examiner  on  June  9, 
1914;  the  bank  refusing  to  permit  the  national-bank  examiner  to 
make  a  memorandum  from  its  ledgers  and  claiming  as  its  justtifica- 
tion  a  confidential  order  to  national-bank  examiners  promuIj^U^  five 
years  before.  The  Comptroller  of  the  Currency  had  the  right,  the 
complete  right,  to  change  that  order  at  any  moment,  ^nd  it  was  not 
necessary  to  change  that  order  to  all  the  banks  at  the  same  time. 
While  that  order  was  in  force  as  to  examiners  generally,  the  comp- 
troller had  an  undisputed  right  to  send  any  examiner  into  any  bank 
to  get  any  information  of  that  sort  or  any  other  information  relating 
to  the  bank's  affairs  and  condition;  and  there  was  no  possible  justifi- 
cation for  the  position  taken  by  the  bank  that  there  must  be  issuiid 
and  printed  some  order  recalling  that  printed  notice  a  copy  of  which 
the  bank  had  got  possession  of  in  some  manner  not  disclosed. 

Mr.  Chairman,  m  the  early  part  of  this  hearing  I  called  your  atten- 
tion, I  think,  to  a  statement  which  had  been  made  by  Mr.»  Hogan  to 
the  effect  that  he  had  always  furnished  information  fully  and  com- 
pletely  as  far  as  it  was  humanly  possible.  I  now  call  your  attention 
to  another  statement  to  the  same  effect  made  by  him  on  page  86  in 
Avhich  he  says: 

There  was  never  a  tiuie  when  he  asked  any  tiling  when  he  was  not  given  the 
full  facts,  absolutely,  as  completely  ns  exhaustive  labor  could  give  it  to  him. 

That  statement  is  a  complete,  downright  misstatement.  I  can  re- 
fer to  the  specific  request  made  by  this  office  for  a  list  of  the  bank  s 
(himmy  loans  to  its  officers  and  their  families  upon  the  refusal  of 
which  tlie  comptroller's  office  assessed  a  fine  of  $5,000;  and  yet  he 
tries  to  put  that  statement  oyer  on  this  committee. 

Only  necause  of  your  suggestion,  Mr.  Chairman,  that  I  should  be 
cjireful  to  deny  specific  misstatements  in  so  many  case.s,  I  call  your 
attention  again  to  the  statement  on  page  89,  ^vllere  Mr.  Hogan  says, 
in  referring  to  Mrs.  Glover's  overdraft,  that  in  this  case  the  bank 
examiners  knew  and  the  com})troller  knew  and  eyerybpdy  in  the  bank 
knew  those  were  both  Mr.  Glover's  accounts. 

I  did  not  know  it,  nor  did  the  examiners  know  it,  nor  did  anybody 
in  the  bank  know  it,  nor  do  I  belieye  it  was  true. 

The  CiiAiRMAx.  In  regard  to  your  denials  of  Mr.  Hogan,  I  did  not 
intend  to  embrace  the  statement^J  that  you  yourself  consider  of  no 
great  consequence.  I  meant  any  statement  which  Mr.  Hogan  made 
Avhich  you  deem  to  be  of  importance. 

Mr.  Wir.LiAMS.  Frankly,  Mr.  Chairman.  I  do  not  regard  any  of 
them  as  important,  because  tliey  are  so  obviously  false. 

The  Chairman.  As  affecting  your  official  conduct. 

Mr.  Williams.  You  mean  if  true,  if  they  had  been  true? 

The  Chairman.  Yes:  that  would  in  any  way  reflect  upon  your 
administration. 

Mr.  AViixiAMS.  There  are  a  great  many  charges  and  criticisms 
which  I  have  resented  and  denounced  as  false,  and  I  know  how  I 
should  view  them  if  I  were  a  member  of  this  committee,  but  as 
(Comptroller  of  the  Currency  I  do  not  know  exactly  how  I  should 
deal  with  them,  except  to  pick  them  out  one  by  one  and  add  to  that  a 
general  denial. 

Mr.  Hogan  makes  a  distorted  and  unfair  reference  here  to  the  in- 

iislon  or  noninclusion  in  some  list  of  loans  by  the  Eiggs  Bank  to 
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Treasury  officials  of  a  certain  old  loan  made  by  former  Secretary 
Carlisle.  I  denomice  the  motive  which  he  ascribes  to  that  incident, 
if  his  facts  were  correct;  but  I  hardly  think  it  is  worth  while  to  take 
up  the  time  of  the  committee  in  going  into  it. 

I  make  the  same  statement  in  regard  to  his  criticism  of  the  inclu- 
sion or  noninclusion  of  some  note  by  some  official  of  the  State  De- 
partment bearing  the  indorsement  of  Admiral  Grayson  some  years 
^go. 

I  think  it  might  be  well,  in  passing,  for  me  to  comment  upon  the 
euphemistic  manner  in  wnich  he  referred  to  a  long  line  of  loans 
which  the  bank  had  been  carrying  through  a  long  period  of  years, 
but  which  had  stopped  or  had  been  abated  several  years  prior  to  my 
taking  office. 

The  Chairman.  I  do  not  think  the  committee  can  be  left  in  any 
doubt  as  to  your  view  upon  that  subject.  I  think  it  has  been  put  into 
the  record.    It  has  been  discussed  several  times. 

Mr.  Williams.  I  do  not  think  I  have  discussed  it,  Mr.  Chairman, 
have  I? 

The  Chairman.  Your  examiners  testified  as  to  the  situation. 

Mr.  Williams.  I  do  not  think  the  examiner  has  testified. 

The  Chairman.  Well,  you  may  proceed. 

Mr.  Williams.  I  do  not  want  to  take  up  your  time  needlessly,  Mr. 
Chairman. 

The  Chairman.  It  may  be  that  I  do  not  remember,  but  I  had  an 
impression  that  the  examiners  went  very  thoroughly  into  the  loans  of 
the  bank  and  their  nature. 

Mr.  Williams.  I  do  not  think  the  examiners  testified  before  this 
committee  in  this  matter. 

The  Chairman.  At  some  time  did  they  not  testify  ? 

Mr.  Williams.  No. 

The  Chairman.  Well,  then,  you  may  proceed.  I  thought  I  had  a 
distinct  recollection.  It  seemed  to  me  that  the  matter  of  the  charac- 
ter of  the  loans  had  been  gone  into,  but  we  will  probably  save  time 
by  your  proceeding  in  your  own  way. 

Mr.  Williams.  I  only  wanted  to  say  that  Mr.  Hogan's  statement 
on  page  102  in  regard  to  excess  loans,  "  that  is  was  well  recognized 
that  that  was  a  very  stringent  provision  of  law,  and  the  law  came  to 
be  looked  upon  as  admonitory  in  its  character  rather  than  as  manda- 
tory, and  it  had  become  for  years  .largely  a  dead  letter." 

The  Chairman.  Did  they  not  testify  in  the  hearings  last  winter 
with  regard  to  all  the^e  loans — ^your  examiners? 

Mr.  Williams.  I  do  not  think  that  the  examiners  have  testified. 
May  I  remind  you  that  the  Riggs  Bank  did  not  come  until 

The  Chairman.  Yes;  I  guess  it  is  another  matter  I  have  in  mind. 
Very  well.    You  may  proceed. 

ilr.  Williams.  I  will  say,  Mr.  Chairman,  that  it  unfortunately 
appeared  to  be  the  attitude  of  some  banks  that  laws  which  they 
thought  it  unprofitable  to  observe  were  admonitory  and  not  manda- 
tory, and  they  disregarded  the  provisions  of  the  statute  when  they 
thought  it  to  their  interest  to  do.  so.  This  law  was  not  a  law  which 
the  comptroller's  office  ever  disregarded  or  which  they  ever  permitted 
the  banks  to  ignore ;  and  the  record  of  the  past  15  or  20  years  e^ows 
that  the  Riggs  National  Bank  was  constantly  under  criticism  for  its 
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infractions  of  law  and  disregard  of  the  rules  and  regulations  of  the 
comptroller's  office.  As  opposed  to  the  suggestion  or  statement  made 
by  Mr.  Hogan  to  the  effect  that  the  comptroller  was  very  eager  and 
anxious  to  prevent  the  correspondence  appearing  in  the  record,  I  ask 
that  you  print  in  this  record  the  letters  which  passed  between  the 
Comptroller  of  the  Currency  and  the  Rif^gs  National  Bank  up  to  the 
time  that  this  controversy  began,  showmg  the  many  occasions  on 
which  they  were  imder  criticism  and  also  such  portion  as  the  com- 
mittee is  willing  to  print,  or  that  you  will  permit  me  to  introduce  into 
the  evidence  all  the  letters  which  the  comptroller  found  it  necessary 
to  write  the  Riggs  National  Bank  in  his  earnest  and  conscientious 
endeavor  to  bring  the  bank  within  the  law.  I  will  say  that  there 
is  nothing  in  the  correspondence  which ^ 

The  Chairman.  I  remember,  now.  That  was  brought  in  in  Mr. 
Hogan's  testimony  where  he  had  the  colrespondence.  Those  letters 
are  contained  in  that  correspondence,  are  theyf 

Mr.  Williams.  He  refers  to  correspondence  with  previous  comp- 
trollers, and  that  they  passed  it  over.  I  will  show  by  this  corre- 
spondence, if  I  am  permitted  to  introduce  it,  that  they  were  not 
passed  over,  but  that  they  were  the  subject  of  constant  criticism 
addressed  to  the  bank. 

The  Chairman.  If  you  have  any  letters  of  that  sort,  they  may  be 
put  into  the  record  if  you  wish. 

Mr.  Williams.  All  right.    Thank  you. 

I  want  to  say,  Mr.  Chairman,  that  I  endeavored  in  my  correspond- 
ence with  the  bank 

The  Chairman.  I  do  not  think  it  is  worth  while  to  cumber  the 
record  with  too  many  of  them.  I  will  leave  it  to  your  judgment. 
You  realize  the  situation.  This  matter  has  been  gone  over  so  many 
times. 

Mr.  Williams.  I  think  so,  too.    It  has  been  decided  by  a  court. 

In  my  correspondence  with  the  bank,  Mr.  Chairman,  my  single 
object  and  my  only  motive  was  to  bring  the  bank  within  the  law  and 
to  protect  its  depositors  and  its  sharenolders.  There  were  no  per- 
sonalities or  grievances  as  far  as  the  officials  of  the  bank  were  con- 
cerned, whatsover;  no  grudges  which  had  to  be  satisfied.  It  is  true 
that  their  communications  were  sometimes  of  a  character  well  cal- 
culated to  provoke  the  most  judicial  mind,  and  I  have  no  doubt  that 
some  of  my  communications  were  forcible  and  strong  and  perhaps 
might  be  r^arded  by  some  people  as  subject  to  criticism;  but  I  beg 
that  you  bear  in  mind,  Mr.  Chairman,  that  I  felt  that  the  reasonable 
requests  of  the  comptroller's  office  were  being  disregarded  and  his 
questions  were  being  dodged,  and  I  thought  1  was  being  put  to  a 
very  great  amount  of  unnecessary  trouble  and  that  a  great  deal  of 
unnecessary  time  was  being  taken  in  bringing  out  the  facts  and  the 
true  condition  of  that  bank. 

I  want  to  say  emphatically,  however,  and  to  call  your  attention 
especially  to  the  attitude  of  mind  and  temper  with  which  the  contro* 
versy  was  opened  on  the  part  of  the  three  or  four  officers  of  the  bank 
whose  testimony  I  read  into  the  record  yesterday,  and  also  bring  to 
your  notice  the  character  and  temper  of  the  letters  which  I  addressed 
to  the  bank,  notwithstanding  the  strong  provocation  to  use  forcible 

iguage. 
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I  will  at  another  hearing  give  you  the  concrete  evidence  of  some  of 
the  occasions  when  I  found  that  the  bank  was  endeavoring  to  delib- 
erately hide  from  the  comptroller  or  examiners  certain  conditions 
which  were  developed  and  which  were  very  well  calculated  to  pro- 
voke a  public  oificer  or  a  man  who  was  endeavoring  to  do  his  best 
for  the  protection  and  aid  of  the  bank  under  investigation. 

On  page  113  Mr.  Hogan  says: 

He  was  devllinj?  the  very  life  out  of  the  officei*s  of  that  bank  and  requiring 
that  we  go  Into  our  vaults  and  dig  out  our  records  for  20  years  with  respect 
to  these  loans  when  lie  hed  the  data.  He  made  this  table  in  spite  of  tlie  fact 
that  we  did  not  respond  to  the  January  22  letter.  He  had  the  thing  he  aslsed 
for,  as  to  all  direct  loans,  or  loans  made  in  the  names  of  officers,  which  was 
part  of  the  official  files  of  his  office  from  the  national  bank  examiners'  reports. 

That  statement,  Mr.  Chairman,  is  the  reverse  of  the  truth. 

The  Chaibman.  What  you  did  has  been  pretty  well  disclosed  by 
the  correspondence. 

Mr.  Williams.  We  realized  that  we  did  not  have  that  informa- 
tion. We  had  it  very  imperfectly  and  had  only  a  portion  of  it  and 
we  were  trying  to  get  that  information  from  the  bank,  and  it  was 
the  bank's  renisal  to  give  that  very  information  that  caused  the 
assessment  of  the  fine. 

I  shall  give  you  at  another  time  excerpts  from  the  testimony 
of  one  of  the  bank's  officers  in  which  he  stated  flatly  to  the  examiner 
or  showed  to  the  examiner  that  it  was  impracticable  for  the  examiner 
himself  to  get  the  facts  in  regard  to  the  dummy  loans  which  the 
bank  had  been  making,  and  that  if  the  information  in  regard  to 
those  dummy  loans  was  gotten  at  all  it  would  have  to  be  gotten 
from  the  dummies  and  the  bank's  officers. 

The  Chairman.  If  you  will  put  in  just  what  you  want  to  insert, 
matters  of  record  that  will  contradict  Mr.  Hogan's  statement,  that  is 
all  that  is  necessary.  If  you  take  too  much  time  to  comment  on  each 
one  of  them 

Mr.  Williams.  I  only  want  to  take  time  enough  to  disprove  them. 

The  Chairman.  Well,  the  records  will  show.  I  do  not  want  to 
limit  your  time  in  any  way,  of  course. 

Mr.  Williams.  I  do  not  know  whether  it  is  worth  while  after  what 
I  have  said  for  me  to  answer  further  the  charge  on  page  115  by  Mr. 
Hogan  that  the  "  primary  safeguard  of  the  depositors  of  the  bank," 
as  he  expresses  it,  namely,  examinations  by  examiners,  was  neglected 
on  the  part  of  the  comptroller's  officer. 

On  paffe  116  he  again  reiterates?  his  claim  so  frequently  made  that 
we  had  railed  to  criticise  or  to  prevent  matters  which  were  the  sub- 
ject of  criticism,  and  in  the  course  of  an  extract  which  he  quotes  he 
says : 

If  so,  wby  do  you  not  bring  to  our  attention  such  things  as  may  have  met 
with  his  disapproval? 

I  have  shown  you  a  few  of  the  things  which  were  fully  criticised 
and  objected  to. 

On  page  117  he  makes  reference  to  a  loan  on  Rock  Island  stock 
by  one  Musher.  The  circumstances  of  that  loan  as  explained  to  this 
office  at  that  time  were  that  a  large  amount,  a  thousand  shares  or  so, 
of  Rock  Island  stock  had  been  bought  by  the  bank  on  commission 
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for  one  Musher.  We  were  advised  that  Musher  had  claimed  that  the 
stock  was  impit>perly  or  incorrectly  bought  and  charged  to  him  by 
the  bank.  The  subject  was  one  over  which  there  was  considerable 
controversy  and  the  bank  claimed  he  should  be  responsible  for  it,  and 
it  appears  that  they  charged  it  up  to  Musher  and  their  stock  went 
from  25  or  26,  whatever  it  was,  down  to  practically  nothing.  It  was 
highly  specuhitive  stock.  I  think  it  was  Rock  Island  stock  prior 
to  the  i*corganization.  It  left  a  balance  of  some  sixteen  or  eighteen 
thousand  dollars,  a  deficit,  and  I  am  told  by  the  examiners  tnat  in 
view  of  Musher's  refusal  to  admit  his  liability  and  the  fact  that  the 
loan  had  been  incurred  about  the  time  of  this  investigation  or  subse- 
quently, the  Rigffs  Bank  charged  off  as  a  loss  some  sixteen  or  eight- 
een thousand  dollars  on  account  of  that  transaction. 

Mr.  Hogan  stated  the  other  day  that  the  bank  had  lost  nothing  on 
that  transaction.  I  made  inouiry  of  the  national  bank  examiner  as 
to  what  the  facts  were,  and  he  advised  me  that  he  undei-stood  that 
after  the  loan  had  been  charged  off  for  a  year  or  two  the  bank  subse- 

auently  succeeded  in  getting  the  purchaser  of  the  stocks  to  make  good 
lie  loss  and  saved  them  from  harm.    So,  after  having  been  charged 
off,  it  was  restored  to  profit  and  loss. 

I  do  not  know,  Mr.  Chairman,  whether  it  is  worth  while  for  me  to 
refer  to  a  letter  to  the  bank  which  I  am  under  the  impression  that 
Mr.  Hogan  referred  to,  requesting  them  not  to  destroy  their  records. 
I  am  also  under  the  impression  that  the  specific  letter  was  approved 
by  the  court  decision.  1  will  look  that  up. 
On  page  123  Mr.  Hogan  says: 

One  of  the  most  reprehensiblo  things  thit  Mr.  Williams  did  was  to  create  a 
false  impression  that  the  Kijrgs  NnlinnMl  Uank  was  habitually  short  in  Its  re- 
serves. 

I  have  i^resented  to  you  testimony  that  shows  that  my  statement 
on  that  point  was  true. 

The  CfiiAiRMAN.  I  think  that  has  been  discussed  very  thoroughly. 

Mr.  WiLiJAMS.  There  is  one  point,  Mr.  Chairman,  which  I  will 
take  up  here. 

At  page  127  Mr.  Hogan  says: 

The  thing  which  Mr.  Williams  made  a  jo'cat  point  abotu  was  what  he  callcKl 
compensating  bnlnnces. 

Then,  on  the  next  page,  he  says: 

I  am  going  to  tell  you  what  it  is.  It  is  |>olite  usury.  While  he  was  going 
after  the  national  banks  secretly  throughout  the  country  with  respect  to 
whether  they  were  charging  usury  he  was  insisting  that  we  were  guilty  of  not 
charging  usury. 

Mr.  Chairman,  that  statement  is  a  willful  perversion  of  the  truth 
with  no  foundation  for  it,  whatsoever. 

The  facts  are  these:  When  Examiner  Trimble  made  his  examina- 
tion in  the  spring  of  1914  he  found,  as  I  have  told  you,  that  the  funds 
of  the  bank  were  nearly  all  locked  up  in  the  loans  on  bonds  and 
stocks. 

The  purpose  of  those  inquiries  which  started  this  controversy  was 
to  find  out  whether  the  bank  was  conducting  principally  a  stock 
brokerage  business  and  using  its  fimds,  the  funds  of  the  bank,  to 
,  carry  those  bonds  and  stocks  for  customers  in  transactions  where 
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the  commissions  accrued  to  the  benefit  of  the  bank's  officers  or  not. 
Tho  national  bank  examiner  had  been  told  by  two  or  three  of  the 
officers  of  the  bank  that  these  transactions  in  bonds  and  stocks  and 
real  estate  were  transactions  of  the  officers  and  not  of  the  bank ;  that 
the  officers  derived  a  profit  from  the  purchase  and  sale  of  bonds  and 
stocks  and  the  negotiation  of  real  estate  loans,  and  it  seemed  to  me 
eminently  fitting  that  I  should  inquire  whether  the  resources,  the 
millions  of  dollars  of  resources  of  the  Riggs  National  Bank  were 
being  used  in  a  convenient  way  for  the  conducting  of  a  stock  broker- 
age busineas  by  the  two  or  three  principal  officers  of  the  bank — ^Mr. 
Glover  and  the  two  Messi-s.  Flather,  the  president,  the  vice  president, 
and  the  cashier  of  the  bank. 

I  had  received  an  affidavit  from  the  national  bank  examiner,  a 
man  of  unquestioned  rectitude  and  integrity  and  of  the  highest 
standing,  that  the  officers  of  tlie  bank  had  informetl  him  that  they 
were  making  those  commissions  personally,  and  one  of  the  officei's 
of  the  bank,  to  corroborate  that  statement,  had  offered  to  show  to 
the  national-bank  examiner  his  income-tax  receipt  where  he  had  paid 
the  tax  through  commissions  derived  by  him  from  the  purchase  and 
sale  of  securities. 

That  statement  of  Examiner  Trimble  was  in  conflict  with  state- 
ments which  had  been  made  by  other  examiners  and  which  were 
on  file  in  the  comptroller's  office.  Other  examiners  had  stated  that 
these  commissions  had  been  collected  in  the  past,  but  that  they  had 
evidentlv  found  their  wav  to  the  bank:  the  bank  got  the  benefit  of 
it.  Now,  here  comes  a  national  bank  examiner  and  informs  mo  that 
this  practice  which  had  been  in  vogue  previously  had  ceased  and  that 
no  longer  did  the  bank  get  any  of  the  commissions  which  were  being 
made  by  tlie  officers  through  their  stock  exchange  operations. 

I  have  shown  you  that  the  bank  was  conducting  a  very  active  bond 
and  stock  business,  that  it  had  three  private  wires  coming  in  to  active 
officers  of  the  bank  connecting  them  with  two  or  three  stock-broker- 
age firms  in  Now  York  and  in  Washington,  and  it  appeared  on  the 
surface  or  on  the  facts  as  submitteil  at  that  time  that  the  business 
of  tlie  bank  was  largely  a  stock-brokerage  business  and  that  the 
funds  of  the  bank  were  being  made  to  carry  stocks  and  bonds  on 
margin  for  speculators. 

That  is  the  conclusion  which  you  would  have  drawn  if  you  had 
been  in  my  place  at  that  time  on  the  evidence  which  was  submitted 
to  you.  Therefore,  it  was  that  I  saw  ])roper  as  a  preliminary  step 
to  find  out  to  what  extent  and  how  far  these  five  or  six  or  seven 
millions  of  dollars  of  money  loaned  on  bonds  or  stocks  were  being 
loaned  to  speculators  who  had  very  active  accounts  with  the  bank, 
and  how  far  they  were  loans  which  were  made  to  the  customers  gen- 
erally. 

The  Chairman.  We  will  suspend,  now,  until  quarter  past  2,  Mr. 
Williams. 

(Whereupon,  at  1.10  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.15  o'clock  p.  m.) 
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for  one  Musher.  We  were  advised  that  Musher  had  claimed  that  the 
stock  was  impit>perly  or  incorrectly  bought  and  charged  to  him  by 
the  bank.  The  subject  was  one  over  which  there  was  considerable 
controversy  and  the  bank  claimed  he  should  be  responsible  for  it,  and 
it  appears  that  they  charged  it  up  to  Musher  and  their  stock  went 
from  25  or  26,  whatever  it  was,  down  to  practically  nothing.  It  was 
highly  speculative  stock.  I  think  it  was  Rock  Island  stock  piior 
to  the  reorganization.  It  left  a  balance  of  some  sixteen  or  eifi^hteen 
thousand  dollars,  a  deficit,  and  I  am  told  by  the  examiners  &at  in 
view  of  Musher's  refusal  to  admit  his  liability  and  the  fact  that  the 
loan  had  been  incurred  about  the  time  of  this  investig:ation  or  subse- 
quently, the  Rigff?  Bank  charged  off  as  a  loss  some  sixteen  or  eight- 
een thousand  dollars  on  account  of  that  transaction. 

Mr.  Hogan  stated  the  other  day  that  the  bank  had  lost  nothing  on 
that  transaction.  I  made  inquiry  of  the  national  bank  examiner  as 
to  what  the  facts  were,  and  lie  advised  me  that  he  undei-stood  that 
after  the  loan  had  been  charged  off  for  a  year  or  two  the  bank  subse- 
quently succeeded  in  getting  the  purchaser  of  the  stocks  to  make  good 
tne  loss  and  saved  them  from  harm.  So,  after  having  been  charged 
off,  it  was  restored  to  profit  and  loss. 

I  do  not  know,  Mr.  Chairman,  whether  it  is  worth  while  for  me  to 
refer  to  a  letter  to  the  bank  which  I  am  under  tJie  impression  that 
Mr.  Hogan  referred  to,  requesting  them  not  to  destroy  their  records. 
I  am  also  under  the  impression  that  the  specific  letter  was  approved 
by  the  court  decision.    1  will  look  that  up. 

On  page  123  Mr.  Hogan  says: 

One  of  the  most  reprehensible  things  thit  ^Tr.  Williams  did  was  to  create  a 
false  impression  tliat  the  Rljrgs  NalionMl  Hank  was  habitually  short  in  its  re- 
serves. 

I  have  presented  to  you  testimony  that  shows  that  my  statement 
on  that  point  was  true. 

Tlie  Chairman.  I  think  that  has  been  discussed  verv  thoroughlv. 

Mr.  Williams.  There  is  one  point,  Mr.  Chairman,  which  I  will 
take  up  here. 

At  page  127  Mr.  Hogan  says: 

The  thing  which  Mr.  Williams  made  a  grent  point  about  was  what  he  called 
compensating  balances. 

Then,  on  the  next  page,  he  says: 

I  am  going  to  tell  you  what  it  is.  It  is  polite  usury.  While  he  was  going 
after  the  natiimal  banks  secretly  throughout  the  country  with  resjieot  to 
whether  they  were  charging  usury  ho  was  insisting  that  we  were  guilty  of  not 
charging  usury. 

Mr.  Chairman,  that  statement  is  a  willful  perversion  of  the  truth 
with  no  foundation  for  it,  whatsoever. 

The  facts  are  these :  When  Examiner  Trimble  made  his  examina- 
tion in  the  spring  of  1914  he  found,  as  I  have  told  you,  that  the  funds 
of  the  bank  were  nearly  all  locked  up  in  the  loans  on  bonds  and 
stocks. 

The  purpose  of  those  inquiries  which  started  this  controversy  was 
to  find  out  whether  the  bank  was  conductino:  principally  a  stock 
brokerage  business  and  using  its  funds,  the  timds  of  the  bank^  to 
carry  those  bonds  and  stocks  for  customers  in  transactions  where 
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the  commissions  accrued  to  the  benefit  of  the  bank's  officers  or  not. 
The  national  bank  examiner  had  been  told  by  two  or  three  of  the 
officers  of  the  bank  that  these  transactions  in  bonds  and  stocks  and 
real  estate  were  transactions  of  the  officers  and  not  of  the  bank ;  that 
the  officers  derived  a  profit  from  the  purchase  and  sale  of  bonds  and 
stocks  and  the  negotiation  of  real  estate  loans,  and  it  seemed  to  me 
eminently  fitting  that  I  should  inquire  whether  the  resources,  the 
millions  of  dollars  of  resources  of  the  Biggs  National  Bank  were 
being  used  in  a  convenient  way  for  the  conoiicting  of  a  stock  broker- 
age business  by  the  two  or  three  principal  officers  of  the  bank — ^Mr. 
Glover  and  the  two  Messi's.  Flather,  the  president,  the  vice  president, 
and  the  cashier  of  the  bank. 

I  had  received  an  affidavit  from  the  national  bank  examiner,  a 
man  of  unquestioned  rectitude  and  integrity  and  of  the  highest 
standing,  that  the  officers  of  the  bank  had  informed  him  that  they 
were  making  those  commissions  personally,  and  one  of  the  officer 
of  the  bank,  to  corroborate  that  statement,  had  offered  to  show  to 
tlio  national-bank  examiner  his  income-tax  receipt  where  he  had  paid 
the  tax  through  commissions  derived  by  him  from  the  purchase  and 
sale  of  securities. 

That  statement  of  Examiner  Trimble  was  in  conflict  with  state- 
ments which  had  been  made  by  other  examines  and  which  were 
on  file  in  the  comptroller's  office.  Other  examiners  had  stated  that 
these  commissicms  had  been  collected  in  the  past,  but  that  they  had 
evidently  found  tlieir  way  to  the  bank:  the  bank  got  the  benefit  of 
it.  Now,  here  comes  a  national  bank  examiner  and  informs  me  that 
this  practice  whicli  had  been  in  vogue  previously  had  ceased  and  that 
no  longer  did  the  bank  get  any  of  the  commissions  which  were  being 
made  by  the  officers  through  their  stock  exchange  operations. 

I  have  shown  you  that  the  bank  was  conducting  a  very  active  bond 
and  stock  business,  that  it  had  three  private  wires  coming  in  to  active 
officers  of  the  bank  connecting  them  with  two  or  three  stock-broker- 
age firms  in  New  Yoik  and  in  Washington,  and  it  appeared  on  the 
surface  or  on  the  facts  as  submitted  at  that  time  that  the  business 
of  tlie  bank  was  largely  a  stock-brokerage  business  and  that  the 
funds  of  the  bank  were  being  made  to  carry  stocks  and  bonds  on 
margin  for  speculators. 

That  is  the  conclusion  which  you  would  have  drawn  if  you  had 
been  in  my  place  at  that  time  on  the  evidence  which  was  submitted 
to  you.  Therefore,  it  was  that  1  saw  ]>roper  as  a  preliminary  step 
to  find  out  to  what  extent  and  how  far  these  five  or  six  or  seven 
millions  of  dollars  of  money  loaned  on  bonds  or  stocks  were  being 
loaned  to  speculators  who  had  very  active  accounts  with  the  bank, 
and  how  far  they  were  loans  which  were  made  to  the  customers  gen- 
erally. 

Tlie  Chairman.  We  will  suspend,  now,  until  quarter  past  2,  Mr. 

Williams. 

( Whereupon,  at  1.10  o'clock  p.  m.,  the  committ<*e  took  a  recess  until 
2.15  o'clock  p.  m.) 
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AFTERNOON   SESSION. 

The  committee  reconvened,  at  the  expiration  of  the  recess,  at  2.15 
o'clock  p.  m. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Sesnmed. 

Mr.  WiLUAMS.  I  think  when  we  adjourned,  Mr.  Chairman,  I  was 
explaining  my  motive  in  making  inquiry  of  the  Riggs  National  Bank 
as  to  ttie  bank  balances  carried  by  borrowers  of  $600,000  or  more.  I 
think  I  had  just  stated  that  there  were  indications  that  the  funds  of 
the  bank  were  being  used  principally,  or  very  largely  indeed,  for  the 
purpose  of  carrying  on  margin  the  bonds  and  stocli^  bought  by  the 
oificers  of  the  bank  on  commission.  I  had  explained  the  contradictory 
reports  which  had  been  made  to  the  comptroller's  oflSce  as  to  what 
be<;ame  of  the  commissions  which  were  charged  by  the  bank's  officers 
for  the  purchases  and  salens  of  bonds  and  stocks,  and  for  the  negotia- 
tion of  real  estate  loans. 

I  had  stated  that  National  Bank  Examiner  Trimble  had  reported 
to  me  that  he  had  been  assured  by  the  officers  of  the  bank  that  those 
commissions  all  went  to  them  personally,  and  it  seemed  to  me,  there- 
fore, to  be  highly  improper  that  those  officers,  in  order  to  facilitate 
and  carry  on  bond  and  stock  and  real  estate  operations,  should  be 
using  not  only  the  facilities  and  clerical  force  and  office  of  the  bank 
without  rent,  but  that  they  should  also  be  using  the  bank's  capital  and 
deposits  for  the  purpose  of  carrying  on  margin  those  bonds,  stocks, 
and  securities,  many  of  them  very  highly  speculative,  in  which  their 
clients  were  operating.  Mr.  Hogan  has  frequently  stated  to  the  com- 
mittee that  the  nature  and  character  of  those  operations  had  been 
fully  explained  to  previous  examiners,  but  I  was  endeavoring  to 
point  out  to  you  that  whatever  explanation  had  been  made  to  pre- 
vious examiners  was  in  contradiction  of  the  statements  made  by  the 
officers  to  the  last  examiner.  Examiner  Trimble. 

I  shall  now,  with  your  permission,  read  a  letter  which  Examiner 
Trimble  addressed  to  the  comptroller's  office,  or  perhaps  it  may  suf- 
fice if  I  read  such  extracts  from  that  letter  as  relate  to  these  trans- 
actions. On  May  28, 1914,  in  a  letter  addressed  to  the  ComptroUer  of 
the  Currency,  National  Bank  Examiner  Trimble,  in  referring  to  this 
subject,  had  said : 

The  real  estate  trnnsactions  of  this  hank  were  Imndled  in  a  special  account 
In  the  name  of  Charles  C.  Glover  prior  to  April  17,  1914.  -Since  April  17,  these 
transactions  have  been  handled  in  an  account  under  the  name  of  William  J.  & 
H.  H.  Flather.  The  Flather  brothers  state  that  they  make  loans  as  indivldaals, 
on  real  estate  located  in  the  District  of  Columbia,  in  amounts  not  exceeding 
60  per  cent  of  sale  valne  of  property,  and  that  these  real  estate  loans  are  sold 
by  them  to  the  customers  of  the  Riggs  National  Bank  who  are  seeking  good 
real  estate  paper  as  an  investment  for  idle  funds.  The  Flather  brothers  state 
and  the  records  show  that  they  retain  all  commission^  and  profits  arising  ftoiu 
these  transactions  other  than  the  regular  interest.  The  total  volume  of  this 
business  is  about  $500,000  per  annum  and  the  profits  and  commissions  arising 
therefrom  are  about  $5,000  per  annum,  which  Is  divided  etiually  between  the 
two  Flather  brothers.  They  maintain  that  in  furnishing  the  bank's  depositors 
with  investments  of  this  character  that  a  service  is  rendere<l  to  the  bank.  The 
demand  for  these  investments  is  shown,  they  claim,  by  the  fact  that  they  have 
at  all  times  a  waiting  list  of  depositors  wanting  those  investments. 

.President  Charles  C.  Glover  and  Vice  President  H.  H.  Flather  are  both 
members  of   the  Washington   stock   exchange.     All    profits  arising   from   the 
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purchase   and   sale  of  securities  on   the  exchange  by   these  gentlemep,  .lire 
retained  by  them,  the  Riggs  National  Bank  having  no  connection  thereyiiiUi. 

That  seeijied  to  be  a  very  clear  and  unequivocal  statement. ;  In 
ddition  to  that  letter  Mr.  'Trimble  makes  the  following  affidavit: 

These  statements  made  by  me  in  the  foregoing  letter,  signed  by  me  May  28, 
1914,  were  based  upon  statement  and  declarations  made  to  me  by  offlcors  of 
the  Riggs  National  Bank  during  my  examination  of  May  18,  1914,  and  the 
Information  was  obtained!  while  I  was  in  the  Riggs  National  Bank  making  this 
examination. 

There  is  no  question  at  all  about  the  fact  that  the  substance  of  the  state- 
ment made  in  the  first  paragraph  of  page  3  was  made  repeatedly  during 
this  examination  by  the  executive  officei*s  of  the  Riggs  National  Bank  in  the 
presence  of  each  other,  namely.  Mr.  Glover  and  Messrs.  William  J.  and  H.  H. 
Flather,  and  in  the  definite  and  express  statements  which  they  made  to  me 
to  the  effect  that  tliese  commissions  were  all  ttieir  personal  property,  and  that 
the  bank  examiner  had  no  right  to  inquire  into  them,  they  were  all  In  entire 
accord ;  and  this  position  was  impressed  upon  me  in  explanation  of  their 
unwillingness  or  reluctance  to  permit  me  to  inquire  into  tlie  details  of  their 
account.  No  suggestion  was  made  to  me  at  this  time  by  tliera  to  the  effect 
that  these  conunissions  were  being  invested  or  had  been  invested  for  the 
bank's  benefit;  on  the  contrary,  they  took  pains  to  tell  me  that  these  commis- 
sions were  their  private  matters,  into  which  I  had  no  right  to  inquire. 

Jas.  Trimble. 

The  Chairman.  Are  you  reading  now  from 

Mr.  Williams  (interrupting).  Miscellaneous  letters  relating  to 
correspondence  between  the  Treasury  Department  and  the  Riggs 
National  Bank.    These  are  official  communications. 

On  page  15  of  volume  4  of  the  miscellaneous  letters  there  is  this, 
further : 

[National    Bank    Exaniinor,    Treasury    Department.     Office    of    the    Comptroller    of    the 

Currency.] 

Washington,  D.  C,  June  20,  191). 
The  honorable  Ck)MPTROLij':R  of  the  Ci-rrkncy, 

Mashinpton,  D.   C. 

Sir  :  In  connection  with  the  examination  of  the  Ki^fcs  National  Bank,  W ash- 
injrton,  D.  C,  be^n  May  18,  1914,  please  allow  nie  to  state : 

During  the  examination  of  this  bank  your  examiner,  in  the  presence  of 
W.  J.  Flather.  vice  president,  and  my  assistant,  Mr.  E.  J.  Donahue,  asked 
Mr.  H.  H.  Flather,  cashier,  what  amount  of  real  estate  paper  was  handled 
annually  by  the  Kiggs  National  Bank  through  the  account  of  Glover  &  blather, 
which  account  appeared  on  thp  books  of  the  hank  as  having  been  transferred 
April  17.  1914,  to  the  name  of  Flather  &  Flather.  and  what  amount  of  profit 
was  made  annually  In  the  transactions  recorded  in  this  account,  but  what 
disposition  was  made  of  these  profits. 

Mr.  H.  H.  Flather  replied  that  the  annual  volume  of  this  i)usiness  was  about 
$500,000.  and  had  been  nmning  about  this  amount  for  years,  and  that  he  did 
not  know  what  amount  Mr.  (Jlover  made  out  of  it,  for  the  reason  that  that 
was  Mr.  Glover's  private  business,  but  that  he  and  his  brother,  W.  J.  Flather, 
were  making  about  J^.OOO  per  annum  out  of  handling  these  real  estate  loans, 
recorded  in  this  account;  and  that  It  was  done  with  the  full  knowledge  and 
approval  of  the  board  of  directors  of  the  bank ;  and  that  the  board  considered 
that  in  doing  this  real  estate  business  they — Flather  brothers — were  rendering 
a  service  to  the  bank  by  furnishing  its  customei*s  with  good  real  estate  invest- 
ment notes. 

Mr.  W.  J.  Flather  stated  that  the  work  of  examining  and  appraising  the 
property  on  which  these  loans  were  secured  was  done  before  and  after  bank- 
ing hours,  and  did  not  In  any  way  Interfere  with  their  duties  at  the  bank. 

On  Wednesday,  May  27,  1914,  your  examiner,  accompanied  by  his  assistant, 
Mr.  E.  J.  Donahue,  called  at  the  Riggs  National  Bank  between  10  and  11 
o'clock  a.  m.  for  the  purpose  of  verifying  information  concerning  the  examina- 
tion in  regard  to  the  disposition  of  the  profits  on  real  estate  operations  of  the 
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oflkers  of  this  bank.  We  were  invited  Into  the  room  of  Vice  President  Ailes  and, 
after  discussing  with  Mr.  Ailes  items  of  expense  and  salaries  paid  by  the  Na- 
tional City  Bank,  New  York,  to  Joint  employees  of  the  Kiggs  National  Bank,  and 
other  matters,  Mr.  W.  J.  l^lather  and  Mr.  H.  II.  I^^ather  came  into  the  room ;  and 
in  the  presence  of  Mr.  Ailes,  Mr.  Donahms  Mr.  W.  J.  Flathcr,  and  Mr.  H.  H. 
Flather,  I  again  asked  what  protits  wore  made  in  handling  the  real  estate 
paper  as  recorded  in  the  account  formt»iiy  carried  on  in  the  name  of  Glover  4c 
Flather  and  transferre<l  to  the  account  of  Flather  &  Fhither  April  17,  1914. 

In  ansiver  to  this  question,  W.  J.  Flather  said  tliat  the  volume  of  business 
had  been  about  $500,000  per  annum  for  many  years,  while  it  was  carried  on 
by  Messrs  Glover  &  Flatlier,  and  that  it  was  still  about  the  same  in  volume,  and 
that  they — W.  J.  Flather  and  H.  II.  Flather — were  making  at  the  rate  of  about 
$5,000  per  annum  out  of  these  real  estate  transactions,  which  they  divided 
equally  between  them.  In  corroboration  of  this  stjitement,  Mr.  W.  J.  Flather 
said  that  he  would  be  willing  to  show  us  his  income-tax  return. 

No  one  present  contradicted  or  dissenttnl  from  the  statements  made  during 
this  conversation. 
Respectfully, 

Jas.  Tbimble,  Examiner, 

Sworn  to  before  me  and  suhscribetl  in  my  presence  by  James  Trimble  this 
June  20,  1914. 

[SEAL.]  M.  S.  W.  Day, 

Xotary  Public,  District  of  Columbia. 

I,  E.  J.'  Donahue,  assistant  to  James  Trimbles  national-baiik  examiner,  have 
read  the  foregoing  statements,  which  are  tru(\ 

K.  J.  Donahue,  AsHstant  Examiner, 

Sworn  to  before  me  and  subscribed  in  my  pn»sence  by  E.  J.  Donahue  tills 
June  20,  1914. 

[SEAL.1  M.  S.  W.  Day, 

Notary  PuhliCy  IHntrict  of  Columbia. 

Mr.  Chairman.  I  think  with  that  evidence  before  the  comptroller, 
the  most  natural  and  obvious  tiling  to  do  was  to  pursue  the  investi- 
gation which  I  thereupon  took  up,  to  find  wliether  the  capital  and 
resources  of  the  bank  were  being  used  for  the  purix)se  of  conducting 
this  private  brokerage  and  real  estate  business  of  these  officers.  That 
was  the  latest  information  I  had.  That  was  the  report  made  to  me 
by  the  national-bank  examiner.  I  had  no  personal  knowledge  on 
the  subject  whatsoever,  knew  nothing  from  any  of  the  officers  of  the 
bank,  relied  for  my  information  upon  the  official  examinei-s  of  the 
department,  and  those  are  the  facts  that  confronted  me.  Therefore, 
as  I  say,  it  was  that  I  thought  it  my  duty  to  ascertain  whether  the 
bank  was  being  run  as  a  large  stock  brokerage  and  real  estate  busi- 
ness for  the  benefit  of  its  officers,  or  whether  it  was  being  run  in 
accordance  with  the  terms  and  provisions  of  the  national-bank  act. 

The  first  step  which  angered  and  excited  the  ire  of  these  officers 
was  the  inquiry  as  to  bank  balances,  and  we  found,  as  I  have  told 
you,  that  millions  of  dollars  w^erc  being  loaned  on  bonds  and  stoclcs 
to  people  who  had -no  accounts  with  the  bank  except  the  margins  on 
bonds  and  stocks;  that  they  were  not  regular  customei*s  of  the  bank, 
as  active  deposit  accounts,  but  their  accounts  were  largely,  if  not 
principally,  confined  to  their  bond  and  stock  deals  and  operations. 

Mr.  Ilogan  has  commented  and  enlarged  upon  the  fact  that  I  made 
reference  to  the  carrying  of  mining  stocks,  as  if  mining  stock  was  a 
mere  trivial  incident,  and  was  used  for  the  purpose  of  creating  an 
unfair  impression  or  prejudice.  It  is  not  true.  I  found  that  very 
large  amounts,  hundreds  of  thousands  of  dollars,  of  the  bank^s 
funds  were  being  loaned  on  mining  stocks  and  other  stocks  that  were 
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distinctly  and  highly  speculative  and  subject  to  quick  fluctuations, 
and,  as  I  told  you,  these  stocks  were  being  carried  for  people  without 
financial  backing — for  clerks,  and  for  women  to  a  large  extent,  who 
were  not,  in  the  ordinary  course  of  business,  expected  to  keep  up 
with  the  rapid  fluctuations  of  the  market,  whose  balances  in  the 
bank  were  insuflBcient  to  respond  to  a  call  for  margins,  and  who,  if 
they  should  be  called  upon  to  provide  money,  would  have  to  sell 
something  else  they  had,  if  they  had  anything  to  sell,  or  make  new 
loans  with  the  bank.  I  have  shown  you  that  millions  of  dollars  of 
these  funds  were  being  loaned  to  people  whose  aggregate  balances 
were  either  trifling  or  which,  in  some  cases,  really  were  overdrawn. 

The  Chairman.  As  I  understand,  it  was  claimed  by  Mr.  Hogan 
that  these  parties  were  all  of  them  wealthy  or  responsible  people; 
that  the  bank  took  no  chances;  and  while  they  may  not  have  had 
heavy  deposits,  yet  the  security  was  ample. 

Mr.  Williams.  Do  you  understand  that  to  be  his  claim  ? 

The  Chairman.  Yes;  as  I  remember  it. 

Mr.  Williams.  That  perhaps  was  his  claim.  But  that  is  a  claim 
which  is  not  supported  by  the  facts,  Mr.  Chairman,  as  reported  to  me 
officially  as  comptroller,  and  I  have  endeavored  to  point  out  to  you 
in  the  hearing  this  afternoon  one  particular  case,  a  loan  to  J.  D. 
Richardson  of  $170,000,  or  thereabouts,  which  had  been  under  con- 
stant criticism  by  me  and  by  other  comptrollers.  The  bank  had  been 
warned  to  reduce  or  get  that  loan  paid. 

Senator  Keyes.  How  was  that  secured — by  these  mining  stocks? 

Mr.  Williams.  By  miscellaneous  stocks,  and  securities  of  ques- 
tionable value.  I  pointed  out  that  the  bank  had  refused  to  need 
the  warnings  of  the  comptroller,  and  finally  after  this  correspond- 
ence had  progressed,  had  to  close  the  loan  out  at  a  loss  of  $18,000  to 
the  bank. 

The  Chairman.  Yes ;  I  think  Mr.  Hogan  mentioned  that  loan. 

Senator  Keyes.  As  I  recall  it,  did  he  not  say  something  about  that 
being  partly  made  up  later  to  the  bank? 

Mr.  Williams.  I  think  that  was  another  loan,  a  loan  to  one 
Musher,  which  had  also  been  charged  off  as  a  loss,  but  which  has  sub- 
sequently collected. 

As  to  the  character  of  the  colhiteral  upon  which  the  money  was 
being  loaned,  I  call  your  attention  to  the  table  on  page  191  of  vol- 
ume 1  of  the  correspondence  with  the  Biggs  Bank,  which  shows  that 
they  were  making  loans,  at  the  date  of  this  particular  report,  aggre- 
gating about  $5,500,000,  and  that  the  collateral  was  estimated  to  nave 
a  market  value  of  approximately  $8,000,000.  Of  course,  in  some 
cases,  the  collateral  was  largely  in  excess,  and  sometimes  very  scant. 
But  one  loan  can  not  be  used  to  margin  another.  But  here  is  the 
character  of  the  collateral  upon  which  they  were  lending  the  bank's 
funds. 

The  value  of  United  States  Government  bonds  which  they  held 
as  collateral,  which  was  first-class  collateral  at  any  and  all  times, 
was  $16,000. 

They  were  lending  also  on  State  and  municipal  bonds,  valued  at 
$88,000. 

They  were  lending  on  railroad  bonds,  $534,000. 

They  were  lending  on  short-term  railroad  notes,  $21,000. 
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Of  course,  they  are  very  liquid  collateral,  as  a  rule. 

They  were  lending  on  industrial  and  miscellaneous  bonds, 
$570,000. 

They  were  lending  on  industrial  and  miscellaneous  notes,  $25,000. 

They  were  lending  on  railroad  stocks,  $1,899,000. 

And  on  oil  company  stocks — oil  company  shares  in  those  times  were 
nothing  like  as  common  as  collateral  as  they  are  to-day,  nor  did 
they  have  the  stability  then  that  they  arc  supposed  to  have  now, 
as  a  rule.  They  were  lending  on  oil  company  stocks  at  that  time 
$325,000. 

The  Chairman.  Their  stability  would  depend  on  what  companies 
they  were,  would  it  not? 

Mr.  WnxiAMS.  Yes.  This  simply  says  oil  company  stocks.  I  do 
not  know  what  the  companies  were. 

The  Chairman.  Mr.  Rockefeller's  company  was  good  at  that  time. 

Mr.  Williams.  On  mining  company  stocks  they  were  lending 
$289,000,  not  an  insignificant  or  trifling  amount.  In  all  the  cases  I 
am  reading  the  appraised  value  of  the  collateral  upon  which  they 
were  lending  money.  Of  course,  we  do  not  know  how  much  they 
were  lending  on  any  particular  stock,  but  this  is  the  collateral 
pledged  to  secure  the  money  they  were  lending. 

They  were  lending  on  real-estate  notes,  deeds  of  tnist  and  mort- 
gages, they  reported,  $200,000. 

As  against  $16,000  loaned  on  Government  bonds,  $88,000  on  State 
and  municipal  bonds,  and  $534,000  on  railroad  bonds,  when  we  come 
down  to  industrial  stocks  and  miscellaneous  stocks,  the  collateral 
upon  which  they  were  lending  the  bank's  funds  amounted  to  $4,056,- 
000,  making,  as  I  stated,  an  aggregate  of  about  $8,000,000.  I  liave 
read  in  the  record  the  list  of  some  of  the  stocks.  I  have  avaUable  to 
put  into  the  record,  if  you  desire  it,  a  list  of  the  loans  and  the  col- 
lateral securing  them  all.  I  do  not  know  whether  that  condensed 
statement  would  be  sufficient  or  not. 

The  Chairman.  Were  there  any  losses  on  those  loans? 

Mr.  Williams.  I  mentioned  the  Bichardson  loss  of  $18,000.  I  do 
not  know  what  the  other  losses  were. 

The  Chairman.  Do  you  not  know  that  there  were  no  losses? 

Mr.  Williams.  I  do  not.  I  would  say  that  this  information  which 
I  have  just  read  as  to  the  character  of  the  collateral  held  by  the  bank 
was  information  which  at  that  time  I  thought  it  proper  to  get  from 
the  banks  generally  in  some  of  the  large  cities.  It  was  not  an  inquiry 
simply  addressed  to  the  Riggs  National  Bank,  as  you  will  see  by  tlie 
following  letter  which  I  adoressed  to  the  Biggs  Bank  on  September 
2, 1914,  in  which  I  said : 

Treasury  Departmbnt, 

CoMPTROLIJiB  OF  THE  CUBRENCY, 

Waahiiiffton,  September  2.  191.\, 
The  Riggs  National  Bank, 

Washinffton,  D.  C. 

Sirs:  Some  two  weeks  npo.  on  Aiijnist  18.  T  requestetl  you  to  fiU  out  and 
send  to  this  office  a  certain  blank  form  which  I  submitted  to  you,  caning  fior 
Information  in  regard  to  coUateral  held  by  you  as  security  for  loans,  etc. 

About  the  same  time  I  sent  a  similar  statement  to  the  national  banks  in  New 
York  City,  also  calling  for  information  in  rep^ard  to  collateral  held  by  them.  All 
of  the  New  York  banks  addressed  have,  without  exception,  furnished  the  Infor- 
mation called  for,  although  the  preparation  of  such  information  Involved  in 
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some  cases  many  times  as  much  work  as  the  Riggs  National  Bank  would  be 
required  to  expend  in  the  compilation  of  the  figures  that  bank  was  requested  to 
furnish. 

You  are  now  Instructed  to  send  to  this  office  the  aforesaid  reported  called 

for  under  date  of  August  18  not  later  than  3  p.  m.  September  4,  1914,  under  the 

penalties  provided  In  sections  5211  and  5213  of  the  Revised  Statutes.    Let  the 

statement  be  sAvorn  to  by  your  president,  two  vice  presidents,  and  your  cashier. 

Respectfully, 

Jno.  Skelton  Williams, 

Comptroller  of  the  Currency. 

I  merely  mention  that  to  show  that  we  were  not  merely  imposing 
any  burden  upon  them  in  asking  them  to  give  that  data. 

The  Chairman.  You  got  the  data,  did  you  not? 

Mr.  Williams.  Eventually.    I  have  read  you  some  of  it. 

The  Chairman.  It  seems  to  me  it  is  hardly  worth  while  to  take 
time  on  things  like  that. 

Mr.  Williams.  I  do  not  wish  to  do  it.  It  is-  only  because  you  have 
notified  me  that  the  committee  would  assume  that  statements  which 
I  do  not  specifically  deny  are  correct.  With  all  due  deference  and 
respect,  I  was  a  little  surprised  at  that  position  from  you. 

The  Chairman.  Matters  of  importance  which  you  do  not  denv  the 
committee  might  assume  were  admitted.  For  that  reason  I  told  you 
you  would  have  plenty  of  time  to  controvert  any  item  in  Mr.  Hogan's 
testimony  you  wanted  to. 

Mr.  Williams.  Merely  for  ^idance,  I  would  like  to  know  whether 
I  am  presumed  TM)t  to  be  guilty  of  these  charges  made  by  irrespon- 
sible witnesses,  who  offer  no  proof.  Is  the  buraen  of  proof  upon  me 
to  prove  my  innocence,  or  upon  them  to  prove  that  I  am  properly 
charged?  • 

The  Chairman.  I  think  the  burden  of  proof  is  on  them. 

Mr.  Williams.  I  am  very  glad  to  have  you  say  that. 

The  Chairman.  Nevertheless,  if  a  witness  testifies  to  an  important 
point  which  reflects  upon  your  official  conduct,  and  you  in  no  way 
controvert  it,  the  committee  would  have  tlie  right  to  assume  that  the 
statement  was  correct. 

Mr.  Whjjams.  It  is  question  of  judgment,  then,  between  the  com- 
mittee on  the  one  part  and  myself  as  to  what  are  important  points? 

The  Chairman.  You  have  read  Mr.  Hogan's  testimony,  and  I  am 
sure  we  all  know  you  are  intelligent  enough  to  know  what  are  im- 
portant and  what  are  not  importwt. 

Mr.  Williams.  Mr.  Hogan  enlarged  at  considerable  length,  Mr. 
Chairman  and  gentlemen,  upon  the  burdens  which  he  claims  I  im- 
posed upon  the  bank,  and  in  stating  that  the  force  of  the  bank  was 
requir^  to  report  at  6  a.  m.  and  were  working  late  into  the  night, 
my  recollection  is  that  he  implied  that  that  extra  work  was  in 
answering  these  reports  which  he  says  I  was  calling  for  in  connection 
with  these  investigations.  I  respectfully  call  your  attention  to  the 
fact  that  Biggs  National  Bank,  in  a  letter  addressed  to  me  in  June, 
1914,  had  said: 

A  considerable  number  of  the  clerical  force  of  this  bank  has  been  compelled 
since  the  iRt  of  the  present  month  to  report  at  the  bank  about  6  o'clock  eadi 
morning  and  to  continue  each  evening  at  their  desks  until  long  after  the  usual 
hours  for  closing,  engaged,  in  addition  to  their  ordinary  duties,  in  the  prepara- 
tion, at  your  demand,  of  certain  detailed  statistical  infoimation  for  the  use  ot 
the  Federal  Reserve  Board. 

144036—19 40 
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At  that  time  the  Federal  reserve  banks  were  about  to  be  inaugn- 
rated,  and  it  became  important,  in  the  jnd^ent  of  the  Treasury^ 
that  a  large  amount  of  statistical  information  should  be  obtained, 
and  that  information  was  asked  from  the  banks  in  the  large  cities 
throughout  the  country,  and  Ri^gs  was  simply  one  of  many  banks 
which  were  requested,  for  a  certain  period,  two  weeks  or  thereabouts, 
to  carefully  compile  and  make  those  reports.  That  is  a  quotation 
from  a  letter,  to  which  I  say : 

Tou  apparently  refer  to  the  labor  involved  in  furnishing  this  department  the 
Information  called  for  on  Forms  14A  and  14B,  which  were  sent  out  to  certain 
national  banks  prior  to  the  1st  instant. 

I  sincerely  regret  that  under  your  system  of  accounting  you  should  find  such 
difficulty  in  supplying  the  data  which  other  large  and  leading  banks  in  this 
city  assure  me  they  are  supplying  easily  and  conveniently  and  quite  without 
the  hardships  which  you  claim  are  being  sustained  by  your  clerical  forces  in 
this  connection. 

Now,  Mr.  Chairman,  the  other  banks  were  doing  it  at  vei-y  little 
cost  of  labor,  but  if  it  was  burdensome  and  expensive  to  the  Siggs 
National  Bank,  I  think  it  was  due  to  their  clumsy,  cumbei-some,  an- 
tiquated, and  sloppy  bookkeeping  methods  and  practices,  as  de- 
scribed by  Examiner  Reeves,  whom  they  brought  forward  as  their 
witness.  That  is  the  language  with  which  Examiner  Reeves  in  sev- 
eral reports  referred  to  the  system  of  bookkeeping  and  the  methods 
employed  in  that  bank.  But  I  am  pleased  to  be  able  to  advise  you 
that  as  a  result  of  the  investigations  of  the  comptrdiler's  office^  and 
the  admonitons  and  suggestions  made  by  the  comptroller's  office  fol- 
lowing this  examination,  those  antiquated  and  cumbersome  methods 
have  been  greatly  improved,  and  the  bank  has  been  brought  up  to 
date  to  a  large  extent  in  that  matter,  and  I  do  not  think  that  if  they 
should  be  called  upon  to  furnish  that  information  to-day,  they 
would  have  to  come  down  at  6  o'clock  in  the  morning  in  order  to  do  it. 

I  think  it  is  only  fair  to  me  to  make  that  brief  explanation  of  that 
particular  incident,  upon  which  Mr.  Hogan  has  enlarged,  I  think, 
once  or  twice. 

The  correspondence  which  then  took  place  was  with  a  view  to  de-' 
veloping  the  responsibility  of  the  bank  m  connection  with  bond  and 
stock  operations,  who  was  conducting  the  business,  where  the  profits 
went,  and  that  correspondence  and  those  examinations  went  on  for 
months.  If  the  inquiries  had  been  frankly  and  promptly  answered, 
two-thirds  of  the  correspondence  would  have  been  useless. 

The  three  or  four  subjects  which  I  embrace  in  the  correspondence 
can  be  very  briefly  summarized : 

1.  The  stock  brokerage  business  of  the  bank,  and  matters  inci- 
dental thereto,  the  private  wires,  and  how  the  commissions  were  dis- 
posed of. 

2.  The  request  of  the  national  bank  for  the  engraving  of  a  mil- 
lion dollars  of  new  bank  notes,  when  they  already  had  on  hand  sev<> 
eral  hundred  thousand  dollars  in  the  Treasury  lor  which  they  had 
not  called,  and  which  request  I  thought  it  proper  to  defer  in  order 
to  enable  other  banks  who  needed  the  money  more  urgently  to  be 
accommodated  with  emergency  notes. 

Right  on  that  point,  I  ask  your  attention  to  page  175,  volume  1. 
of  the  cbrresponaence  with  the  Riggs  Bank.  A  number  of  letter^ 
were  going  to  and  fro,  and  the  department's  inquiries  we  felt  were 
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not  being  franldy  answered,  and  in  this  letter  to  the  bank  of  August 
13, 1914, 1  said: 

It  is  unnecessary  for  me  to  comment  upon  tlie  inconsistency  in  your  letter 
when  you  say :  **  You  are  in  error  in  assuming  or  supposing  that  the  inquiry 
and  request "  for  the  printing  of  $1,000,000  additional  currency  "  was  in  any 
sense  a  hurry  order." 

They  assured  me  that  it  was  simply  in  the  ordinary  routine,  that 
it  was  not  a  hurry  order,  but  they  were  trying  appai-ently  to  with- 
draw from  correspondence  on  the  subject.    1  go  on : 

For  you  immediately  afterwards  contradict  yourself  and  admit  that  "we 
requested  our  order  for  the  printing  of  $1,000,000  notes  for  additional  circula- 
tion to  be  expedited."  Your  differentiation  between  "  hurry  **  and  "  expedite  " 
is  characteristic. 

itespectfully, 

Jno.  Skelton  WnxiAMS, 

Comptroller  of  the  Currency. 

It  was  simply  those  evasions  and  contradictions  which  we  were 
encountering  all  the  time  in  the  correspondence,  which  were  very 
well  calculated  to  strain  a  man's  patience.  Tliat  was  the  subject 
of  a  good  deal  of  correspondence. 

Then  later  on  the  question  came  up  of  the  regularity  or  irre^- 
larity  of  the  directors'  oaths.  I  think  that  accounted  for  a  portion 
of  the  letters  in  the  autumn  of  1914.  The  principal  subjects  of  the 
discussion  were  the  bond  and  stock  transactions,  the  speculative 
ventures  of  the  bank  and  its  customers,  and  the  question  as  to  whether 
the  transactions  were  within  the  law  or  not.  And,  as  I  say,  ever>' 
letter  that  we  wrote  seemed  to  be  evaded  in  some  w^y.  We  could 
i-arely  get  complete  and  satisfactory  answers  to  the  simplest  ques- 
tions.   I  shall  not  tire  you  with  it  further. 

Tlie  Chairman.  The  correspondence  will  show  the  character  of 
their  replies,  and  we  have  that  correspondence. 

Mr.  Williams.  To  some  extent.  I  shall  introduce,  without  making 
it  too  cumbersome,  excerpts  from  the  oral  examination  of  the  officials 
by  the  national  bank  examiner  on  two  or  three  points. 

Mr.  Hogan  had  claimed  that  my  inquiry  in  regard  to  bank  balances 
indicated  the  idea  on  the  part  of  the  comptroller's  offices  that  the 
bank  should  exact  what  he  calls  compensating  balances.  The  re- 
quest for  a  list  of  balances  carried  by  borrowers  did  not  arise  from 
any  such  theory  whatsoever.  On  the  contrary,  it  has  been  the  policy 
and  position  of  the  comptroller's  office  that  it  was  wrong  for  a  na- 
tional bank  to  evade  the  usury  statutes  by  requiring  a  borrower  who 
wants  to  borrow  $10,000  to  borrow  $12,500,  for  example,  and  take 
a  certificate  of  deposit  of  $2,600  and  deposit  that  as  a  part  of  the  col- 
lateral for  his  loan.  That  is  simply  a  method  of  getting  25  per  cent 
more  interest  than  appears  on  the  face  of  the  note,  and  to  show  the 
disapproval  of  the  comptroller's  office  of  that  arrangement,  which 
has  been  in  force  in  some  banks,  and  in  a  very  exaggerated  con- 
dition in  some,  I  would  mention  that  we  have  taken  pains  to  call  the 
attention  of  the  national  banks  to  decisions  of  the  courts  which  de- 
clare that  proceeding  to  be  usury.  That  thought  was  not  in  the 
mind  of  the  comptroller's  office  at  all  in  calling  upon  this  bank  to 
state  what  balances  were  being  carried  by  their  big  borrowers,  but 
the  sole  object  in  making  that  inquiry  was  to  enlighten  the  office  on 
the  question  as  to  whether  or  not  the  Riggs  Bank  was  more  of  a 
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brokerage  oflice  than  it  was  a  bank,  and  whether  the  oflScers  of  the 
bank  were  using,  witli  their  customers  and  clients,  the  bank's  funds 
to  carry  stock  purchases,  the  commissions  on  which  were  taken  by 
them  for  their  personal  account. 

I  do  not  want  you  to  have  the  impression,  Mr.  Chairman  and  gen* 
tlemen,  from  my  introduction  in  that  list  of  $350,000  of  loans  made 
to  the  bank's  officers,  tellers,  bookkeepers,  and  34  junior  clerks  and 
employees,  that  that  was  simply  an  isolated  instance  and  that  that 
happened  10  years  ago  and  was  done  away  with  then.  That  practice 
continued  up  to  June  ,1914.  In  that  list,  as  I  say,  there  were  $350,000 
of  loans  to  officers  and  junior  employes  of  the  bank. 

The  Chairman.  1914? 

Mr.  WiLLLiMS.  No.  It  was  1906  on  that  list.  May  22,  1906^  I 
think,  is  the  date.  I  do  not  know  how  far  those  loans  to  the  junior 
bookkeepers  and  employees  may  have  been  dunmiy  loans.  We  en- 
deavored earnestly  to  find  out  to  what  extent  they  were  dummy  loans 
and  how  far  they  were  made  for  the  senior  officers  or  for  others,  but 
the  bank  refused  to  ffive  that  information  to  the  comptroller. 

The  Chairman.  Wliat  did  they  total  in  July,  1914? 

Mr.  Williams.  The  examination  was  made  in  May.  I  will  give 
you  the  May  examination,  the  last  one.  I  have  not  the  details  here. 
The  liability  of  officers  and  directors  was  something  over  $500,000 
at  that  time.    But  I  should  be  very  glad  to  get  the  details. 

The  Chairman.  Was  there  any  question  as  to  the  security? 

Mr.  Williams.  I  would  have  io  examine  that,  too.  I  will  be  very 
glad  to  get  such  details  as  you  wish,  Mr.  Chairman. 

I  will,  however,  ask  your  consideration  to  Exhibit  G  to  the  affi- 
davit of  Defendant  Williams  in  the  Riggs  equity  case,  showing  the 
loans  at  certain  examinations,  at  one  examination  each  vear  for  the 
years  1903,  1904,  1905,  1906,  1907,  1908,  1909,  1910,  lOlf,  1912,  1918, 
down  to  May  18, 1914.  At  the  May  18, 1914,  examination,  it  appears 
that  the  loans  to  the  officers,  clerks,  and  directors  of  the  bank  at  that 
time  amounted  to  $498,000,  including  $30,000  to  one  of  the  vice  presi- 
dents, $39,000  to  another,  $16,000  to  another,  $63,000  to  another, 
$63,000  to  the  cashier,  $4,800  to  the  assistant  cashier,  $1,854  to  the 
exchange  teller;  Clerk  C.  C.  Glover,  jr.,  ^,425;  Clerk  W.  J. 
Flather,  jr.,  $26,884;  Note  Teller  Giescking — ^the  man  whose  em- 
bezzlement has  been  referred  to — was  then  only  owing  $1,500;  other 
bookkeepers  and  clerks,  $7,640;  F.  A.  Vanderlip.  director,  $55,000; 
other  directors  and  other  officers,  $185,000.    Total,  $498,125. 

The  Chairman.  You  do  not  know  whether  there  was  any  security 
or  whether  there  was  any  loss  on  account  of  those  loans! 

Mr.  Williams.  I  can  find  that  out  if  you  would  like  to  have  it. 

The  Chairman.  Oh,  no;  I  think  you  would  have  found  it  out  if 
there  had  been  any. 

Mr.  Williams.  I  tried  to  find  it  out.  We  asked  them  to  give  us  a 
list  in  order  that  we  might  find  it  out,  but  they  refused  to  give  us  a 
list  which  would  enable  us  to  do  that. 

(The  exhibit  submitted  by  Mr.  Williams  is  as  follows :) 
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Mr.  Williams.  Mr.  Cliairinaiu  on  the  point  which  you  make  as  to 
the  security,  it  would  be  the  position  of  the  comptroller's  offioe  that 
those  transactions  would  be  irregular  if  they  were  made  on  Grovem- 
m'ent  bonds 

The  CuAiRMAN.  I  understand. 

Mr.  Williams.  By  a  bank  to  its  clerks,  employees,  tellers,  or  as- 
sistant caslnei*s. 

The  Chairman.  You  have  made  that  very  clear.  But  if  there  had 
been  any  loss,  I  wanted  that  fact  to  appear  in  the  record* 

Mr.  Williams.  There  was  a  loss  in  the  case  of  one  of  the  men 
enumerated  in  that  list  there,  which  I  have  just  read  you,  resulting 
from  embezzlemi?nt,  of  $65,000. 

The  Chairman.  Yes:  that  has  been  called  to  our  attention. 

Mr.  Wiijjams.  There  was  another  loss  I'esultiujg  from  embezzle- 
ment since  that  date,  I  think,  of  some  twenty  or  thirty  thousand. 

Mr.  Trimble.  Twenty-eight  thousand. 

Mr.  Williams.  Twenty -eipht  thousand;  the  same  bank.  Proceed- 
ing, Mr.  Chairman  and  gentlemen,  from  page  to  pape  in  Mr.  Hogan^s 
testimony,  I  find  we  come  cm  page  134  to  a  discussion  of  the  perjury 
suit. 

It  is  the  duty  of  the  comptroller's  office,  when  an  examiner ^finds 
violations  of  law  of  an  aggravated  kind,  to  report  them  to  the  De- 
partment of  Justice,  and  I  think  I  have  probably  gone  over  that 
pretty  fully. 

The  Chairman.  You  went  over  that  pretty  fully  in  the  hearing 
last  winter. 

Mr.  W11.LIAM8.  Mr.  Hogan  says  here  that  no  agent  of  the  Depart- 
ment of  Justice,  and  no  examiner  of  the  Department  of  Justice,  testi- 
fied in  the  trial,  and  so  forth,  apparently  endeavoring  to  create  the 
impression  that  the  comptroller's  office  was  in  some  way  attempting 
to  undertake  the  prosecution,  which  is,  of  course,  unfounded. 

The  comptroller  and  the  Secretary  of  the  Treasury  were,  of 
course,  directly  concerned  in  the  equity  case,  and  in  all  of  its  steps, 
and  we  were  astonished  when  we  were  advised,  with  the  knowleage 
that  we  had  of  the  conditions,  that  the  affidavit  which  was  made  the 
basis  for  the  perjury  charge  had  been  submitted.  Mr.  Laskey  has 
mentioned  that  that  matter  was  discussed  at  a  conference  at  the 
Department  of  Justice  at  the  time  of  the  equity  trial,  not  at  the  time 
of  the  perjury  trial.  It  would  naturally  come  up  at  the  time  of  the 
equity  trial  as  a  matter  for  discussion  between  the  parties  concerned, 
and  it  would  have  l)een  very  extraordinary  if  it  had  not  been  dis- 
cussed then.  IT., 

You  were  not  present  this  forenoon,  Senator  Key^,  but  I  pointed 
out  then  that  Mr.  Untermyer,  as  counsel  for  the  Secretary  of  the 
Treasury,  had  practically  finished  his  work  when  this  equity  case 
was  submitted.  He  could  hardly  have  been  regarded  as  counsel  for 
the  Secretary  of  the  Treasury  or  the  Comptroller  of  the  Currency  in 
the  interval  between  the  submission  of  the  equity  case  and  the  per- 
jury trial,  or  at  the  time  of  the  perjury  trial,  or  thereafter,  and  I  abo 
endeavored  to  make  it  very  clear  to  the  committee  this  morning  that 
the  first  information  which  I  had  as  to  any  discussion,  if  there  was 
any  discussion,  between  Mr.  Untenrn-er  and  Mr.  Cromwell  and  Mr. 
Hogan,  of  such  a  character  as  Mr.  Hogan  alleges,  was  given  to  me 
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when  Mr.  Hogan  testified.  I  knew  nothing  of  it.  The  question  of 
the  affidavit  upon  which  perjury  was  based  was  a  matter  of  common 
conversation  everywhere,  was  discussed  between  counsel  and  clients 
at  that  time.  But  as  to  the  disposition  and  handling  of  the  perjury 
case,  or  the  avoidance  of  an  indictment,  or  anything  of  that  sort,  my 
first  information  that  there  had  been  any  such  proposition — I  do  not 
believe  there  was  any  such  proposition  made  oy  Mr.  Untermyer — 
the  first  time  I  heard  there  was  any  such  charge  made  was  when 
Mr.  Hogan  made  that  statement  ben>re  your  committee.  But  as  I 
stated  this  morning,  Mr.  Untermyer  himself  expects  to  be  here  on 
Monday  morning,  and  will  undertake  to  state  what  did  occur  in  any 
such  conference  between  the  parties  named  by  Mr.  Hogan. 

It  is  unreasonable  to  suppose  for  a  minute  that  Mr.  Untermyer 
would  have  presumed  to  give  any  such  assurances.  He  was  not  in 
a  position  to  give  any  sucn  assurances,  as  far  as  I  could  see,  and  I 
do  not  believe,  as  a  reasonable  and  honorable  man,  he  undertook  to 
give  any  such  assurances,  in  a  case  in  which  he  was  not  concerned, 
and  to  which  he  was  not  a  party.    I  am  simply  stating  that  as  an  ex- 

Ei-ession  of  opinion.    I  do  not  know  what  ma}^  have  occurred,  but 
[r.  Untermyer  will  speak  for  himself. 
On  page  135  Mr.  Hogan  says: 

We  called  attention  to  the  fact  that  Mr.  Williams  had  sent  word  to  us  that 
he  would  not  recharter  this  bank. 

That  statement  is  false.  I  never  sent  any  such  message  to  the 
bank. 

The  next  few  pages  here,  Mr.  Chairman,  go  into  a  discussion  of 
the  perjury  case  and  the  indictment.  I  think  it  will  perhaps  be  best 
for  me  to  let  Mr.  Untermyer  make  his  statement  in  that  conn  action 
before  I  touch  upon  it  further. 

If  I  may  interrupt  here  for  a  moment,  I  think  you  stated  to  me  the 
other  day,  outside  of  the  conmiittee,  that  Mr.  Cromwell  and  Senator 
Bailey  had  been  invited  to  come  and  make  statements.  Are  you  ex- 
pecting them  to  come? 

The  Chairman.  I  can  not  tell  you  about  that.  Senator  Bailey  is 
out  of  town,  and  I  do  not  know  about  him.  Mr.  Cromwell  may  come, 
but  I  do  not  know  -when. 

Mr.  Williams.  While  I  am  speaking  of  expectant  witnesses,  may 
I  ask  when  I  shall  have  the  pleasure  of  confronting  Mr.  McFadden 
before  this  committee,  Mr.  Cnairman? 

The  Chairman.  I  can  not  answer  that  question,  Mr.  Williams.  I 
shall  notify  Mr.  McFadden. 

Mr.  Williams.  I  should  like  you  to  summon  him,  if  it  is  not  pre- 
suming too  much  for  me  to  put  it  that  way. 

The  Chairman.  I  shall  notify  Mr.  Mcl^adden  that  we  intended  to 
close  these  hearings  Monday  or  Tuesday. 

Mr.  Williams.  May  I  ask,  if  it  is  not  an  improper  question  for  me 
to  ask,  have  you  the  right  to  summon  him? 

The  Chairman.  I  do  not  know  what  his  protection  would  be  in  the 
matter.  This  committee  has  a  right  to  summon  witnesses,  but  he  is  a 
Member  of  Congress,  and  I  do  not  want  to  disccuss  that. 

The  Chairman.  As  I  understand  it,  he  expects  to  gfet  a  special 
committee  appointed  in  the  House. 
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Mr.  Williams.  This  committee  is  ready  and  is  hearing  the  charges 
and  complaints 

The  Chairman.  He  is  very  anxious  to  succeed  in  that  effort,  and 
that  matter  is  now  under  consideration,  as  I  understand  it.  So  far 
as  the  Senate  committee  is  concerned,  Mr.  McFadden  will  be  notified 
that  this  hearing  will  close  on  Monday  or  Tuesday,  and  if  he  wishes 
to  make  any  statement  it  will  be  expected  that  he  do  so. 

Mr.  Williams.  Now,  Mr.  Chairman,  there  is  one  other  matter 
which  I  see  on  page  144  which,  in  accordance  with  what  I  under- 
stand to  be  the  procedure,'  it  might  be  well  for  me  to  reply  to. 

Mr.  Hogan  there  speaks  of  a  former  vice  president  of  one  of  the 
national  banks  of  the' city  as  being  a  "close  personal  friend,  che^k 
by  jowl  with  him  day  in  and  day  out,  in  the  Treasury  and  on  the 
streets  of  the  city." 

The  gentleman  to  w  hom  he  refers  is  not  and  never  was  an  intimate 
personal  friend  of  mine.  I  have  never  called  upon  him  socially  in 
my  life,  nor  has  he  ever  called  upon  me  socially  at  any  time.  Our 
i-elations  have  been  purely  official,  and  Mr.  Slogan's  attempt  to 
establish  a  close  and  intimate  relationship  was  simply  an  endeavor 
on  his  part  to  discolor  the  facts  and  to  mislead  the  committee 
and  to  produce  an  impression  which  he  hoped  might  serve  him  and 
injure  me.  This  gentleman  to  whom  Mr.  Hogan  referred  had  been 
for  several  years  an  officer  of  a  bank  in  the  South  of  which  I  was  at 
one  time  president.  While  he  was  with  that  bank  he  was  an  able, 
faithful,  and,  I  believe,  honorable  man.  He  resigned  from  that  bank 
to  accept,  as  I  recall,  the  vice  presidency  of  some  trust  company  in 
New  York  before  I  came  to  Washington,  I  think  several  years  befoi'e 
I  came  to  Washington.  When  I  came  here  six  years  ago  he  hap- 
pened to  be  the  vice  president  of  a  national  bank  in  this  city.  He 
had  enjoyed  up  to  that  time  and  subsequently  my  confidence.  I  be- 
lieved him  to  be  a  capable  and  faithful  man  with  a  knowledge  of 
banking  which  had  been  acquired  from  his  banking  experience  of 
over  20  years  in  various  capacities  with  three  or  four  different  banks 
in  Virginia.  There  was  no  ground  whatsoever  for  Mr.  Hogan's  in- 
sidious and  misleading  claim  that  that  bank  was  a  pet  of  the  Treas- 
ury, and  it  meant  to  imply  that  there  was  an  uniair  or  improper 
favoritism  shown  to  that  bank  by  me  wuth  my  knowledge  or  approval. 

During  the  period  of  speculation  w^liich  followed  the  outbreak  of 
the  war  the  examiners  reported  to  me  that  this  officer  was  not  devot- 
ing himself  as  he  should  do  to  the  affairs  and  interests  of  the  bank 
and  that  there  were  various  matters  of  criticism  in  connection  with 
that  bank.  I  sent  for  the  three  executive  officers  of  the  bank  and 
told  them  that  they  must  imderstand  that  their  bank  would  be  re- 
quii'ed  to  observe  the  provisions  of  the  law  and  regulations  and  rules 
of  sound  banking  as  closely  and  as  faithfully  as  any  other  bank 
under  my  supervision,  if  not  more  so,  and  that  these  irregularities  or 
unsound  practices  to  which  the  examiner  had  called  my  attention 
must  cease,  and  cease  instantly. 

They  promised  that  there  would  be  no  further  cause  for  complaint 
as  far  as  that  bank  was  concerned. 

I  may  mention  that  it  is  not  a  ver}^  unusual  thing  for  the  comp- 
troller to  have  to  send  for  the  officers  of  national  banks  to  talk  to 
them.    We  sometimes  have  to  send  for  them  to  come  from  Tennes^see 
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or  Texas  or  wherever  the  irregularities  seem  to  persist  and  are  not 
remedied  by  the  correspondence  from  the  office  or  the  admonitions  of 
examiners. 

We  Avcre  assured  that  there  would  be  no  further  cause  for  com- 
plaint. The  examiner  reported  to  me  subsequently  that  matters  had 
not  been  corrected,  and  that  there  were  a  number  of  matters  which 
were  subject  of  grave  criticism,  and  he  called  my  attention  to  them  in 
some  detail.  I  looked  over  his  report  and  was  impressed  with  the 
fact  that  the  national  banking  law  had  been  violated  and  that  the 
case  should  be  dealt  with  sternly,  and  I  instructed  him  to  report  it 
to  the  Department  of  Justice  forthwith,  as  he  would  with  any  other 
bank  or  any  other  officer  who  had  been  guilty  of  the  practices  which 
seemed  to  exist  from  the  examiner's  report. 

That  officer  whom  Mr.  Hogan  has  endeavored  to  make  you  be- 
lieve was  enjoying  special  immunities  or  privileges  of  some  kind 
from  the  comptroller  s  office  or  from  me  was  forthwith  indicted  and 
is  now  under  indictment,  and  has  ceased  to  be  an  officer  of  that  bank. 

Just  at  this  pai-ticular  moment,  while  we  are  on  that  special  case, 
if  you  will  permit  me,  I  should  like  the  examiner  to  make  a  very 
brief  statement  of  that  incident,  if  you  have  no  objection. 

The  Chairman.  Have  you  not  already  brought  that  incident  to 
the  attention  of  the  committee  ? 

Mr.  Williams.  I  thought,  perhaps,  it  might  be  well  to  have  my 
statements  corroborated,  if  you  desired,  by  the  examiner. 

Tlie  Chairman.  Tliis  is  the  second  or  third  time  you  have  called  it 
to  the  committee's  attention. 

Mr.  Williams.  I  think  this  is  the  only  time  I  have  brought  it 
before  the  committee. 

The  Chairman.  It  is  very  familiar  to  me. 

Mr.  Williams  (after  informal  discussion  which  the  reporter  was 
directed  not  to  record).  Mr.  Chairman,  on  page  149  Mr.  Hogan  states 
that  Mr.  Lammond,  who  was  an  employee  at  one  time  of  the  failed 
firm  of  Lewis  Johnson  &  Co.,  filed  an  affidavit  in  the  Riggs  equity 
case  in  connection  with  the  charges,  I  think,  of  perjury  or,  rather, 
in  relation  to  the  stock  operations  of  the  Riggs  National  Bank  with 
the  firm  of  Lewis  Johnson  &  Co.    He  says  on  page  149  : 

The  trial  ended.  The  next  time  I  met  Mr.  W.  Morris  Lammond  he  was  assist- 
ant national  bank  examiner,  assigned  to  the  Philadelphia  district  by  the  grace 
of  John  Skelton  Williams,  Comptroller  of  the  Currency. 

He  had  prefaced  his  remark  by  some  statement  to  the  effect  that 
he  proposed  to  show  how  I  favored  my  friends,  or  something  of  that 
sort. 

Mr.  Chairman,  I  think  it  only  proper  that  I  should  state  here 
that  it  is  true  that  many  months  after  the  conclusion  of  the  Riggs 
equity  case,  and,  I  think,* probablv  after  the  conclusion  of  the  perjury 
trial—  I  am  not  sure,  but  I  think  it  was  some  time  after  that — Mrs. 
Lammond,  whom  I  had  never  met,  nor  did  I  know  anything  about 
Mr.  Lammond,  or  even  that  he  was  a  married  man,  called  at  the 
Treasury  at  my  office  one  day  in  great  distress  and  told  me  that  her 
husband,  who  had  devoted  tne  best  years  of  his  life  as  a  bookkeeper 
or  an  officer  in  Lewis  Johnson  &  Co.'s  brokerage  firm,  but  who  was 
not  in  any  way,  as  far  as  I  understand,  connected  with  its  irregular 
dealings,  and  who,  I  believe,  was  appointed  one  of  the  receivers  of 
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the  Lewis  Johnson  Co.,  had  been  unable  to  obtain  work.  She  did 
not  know  what  influences,  if  any,  were  being  used  to  prevent  her 
husband  from  obtaining  employment.  She  made  a  very  pathetic 
appeal  to  me  to  endeavor  to  And  some  occupation  or  position  for 
her  husband  if  it  was  possible  for  me  to  do  so.  The  little  woman 
was  almost  in  tears  ancl  seemed  deeply  distressed  as  to  their  future, 
and  hardly  knew  where  they  would  get  their  living. 

I  had  never  seen  Mrs.  Liammond  before  that  visit,  nor  have  I 
ever  seen  her  since,  but  I  was  impressed  with  her  story  of  her  hus- 
band's fidelity  and  energy  and  earnestness  and  desire  to  make  an 
honest  living  for  himself  and  her,  and  I  made  some  inquiries  as  to 
his  capability  and  industry  and  character,  and  my  inquiries  were 
satisfactorily  answered,  and  I  became  convinced  that  he  was  a 
capable  man  whose  energy  and  experience  could  properly  be  availed 
of,  and  I  thereupon  arranged  to  give  him  a  position  as  clerk  in  the 
chief  examiner's  office  in  Kiiladelphia.  I  do  not  know  that  I  have 
seen  him  since  that  time.  I  perhaps  nuiy  have  seen  him  once  or 
twice;  but  he  has  made  good  over  there  and  has  been  promoted — 
and  I  do  not  care  what  criticisms  I  am  subjected  to  by  Mr.  Hogan 
for  what  I  did;  I  am  glad  that  I  did  it,  and  I  should  do  it  again 
in  a  similar  case. 

That  is  all  there  is  to  the  invidious  complaint  and  charge  in  re- 
gard to  Mr.  Lammond. 

On  pa^e  158,  Mr.  Chairman  and  gentlemen,  Mr.  Hogan  criticiases 
the  distribution  of  Red  Cross  deposits.  As  an  answer  to  that  I 
ask  to  be  inserted  in  the  record  at  this  place  the  paragraph  covering 
that  subject  in  my  affidavit. 

The  Chairman.  Very  well. 

(The  para^aph  of  the  affidavit  referred  to  and  requested  to  be 
inserted  at  this  [wint  in  the  record  is  as  follows:) 

XI.    RKD    CROSS    DK1»0SITR. 

Tlie  nUe;;atioii8  contaiiKHl  In  ArtioU*  XI  of  tho  bill  of  ooiiiplaliit  refoirditiR  the 
<Ircumstnnc-es  under  wliich  tlie  Kipps  National  Hank  ct»RS(Ml  to  he  a  depositary 
for  the  American  Ueil  Cross  are  not  tnie.    The  facts  are  as  follows: 

While  Assistant  Se<!retar>-  of  the  Treasury  T  was  elect e<l  treasurer  of  the 
Ue<l  Cross  hy  a  n^solution  of  the  exinutive  connnitt<»e  (krtober  18,  1913,  On 
December  10,  1913,  at  the  annual  meetinjr  I  was  apaln  electe<l  treasurer  of  the 
Red  Cross  for  the  ensuinp  year,  and  on  rK»ceml>er  9,  1914,  at  the  annual  meeting 
was  reelected  treasurer  for  the  ensuing;  year. 

In  the  latter  part  of  May,  1914,  as  treasuwT  of  the  Retl  Cross  I  ascertained 
that  the  plaintiff  bank,  which  at  that  time  carried  the  principal  portion  of  the 
accounts  of  the  Re<l  Cross,  was  only  allowing  the  society  interest  at  the  rate 
of  2  per  cent  i>er  annum  on  the  major  portion  of  its  balances,  althouf^h  it  was 
allowing  3  per  cent  p<»r  annum  on  one  particular  Re<l  Cross  account  wliose 
balance  at  that  time  amounte<l  to  about  20  per  cent  of  the  total  of  the  Red 
Cross  funds  on  deposit  with  plaintiflf.  Kno\\1ng  that  3  i)er  cent  interest  was 
being  generally  paid  by  other  leading  banking  institutions  in  Washington,  I 
wrote  to  Gen.  Davis,  chairman  of  the-central  committee  of  the  American  Red 
Cross,  on  May  29, 1914,  in  regard  to  securing  a  bettor  return  upon  the  Red  Cross 
deposits.    This  letter  was  as  follows: 

Gen.  George  W.  Davis. 

Chairman  Central  Committer  American  Red  CroRH, 

State,  War,  and  Navy  Building,  Washington,  D,  C. 
Dear  Gen.  Davis:  From  memorandum  of  the  treasurer's  cash-fand  Imlance 
on  hand  May  25,  1914,  received  from  Maj.  Coope,  it  api>ears  that  the  Red  Cross 
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Society  has  $122^47.01  with  the  lUjrgs  National  Bauk.  upon  which  only  2  per 
cent  per  annum  interest  is  being  paid.  I  understand  that  the  balance  with  the 
Ainericaii  Security  &  Trust  Co.  is  drawing  3  per  cent  per  annum  interest  Per- 
haps you  may  recall  my  discussing  this  subject  with  you  some  little  time  ago, 
and  I  am  under  the  impression  that  the  suggestion  was  made  and  that  the 
executive  committee  would  probably  pass  a  resolution  authorizing  or  directing 
the  treasurer  to  I'equire  the  payment  of  not  Icjss  than  3  per  cent  per  annum 
interest  instead  of  2  yter  cent  from  its  several  depositaries. 

May  I  inquire  whether  any  formal  action  was  taken  by  the  committee  on 
this  subje<'t,  and  do  you  not  think  that  the  society  should  require  paymenl:  of 
interest  at  the  rate  of  not  less  than  3  per  cent?  There  is  no  doubt  about  being 
able  to  get  that  rate  from  thoroughly  strong  representative  banka  An  increase 
of  1  per  cent  would  increase  the  income  of  the  society  about  $1,500  per  annum 
on  the  basis  of  the  present  balance. 
Sincerely,  yours, 

Jno.  Sket.ton  Williams,  Treasurer, 

In  resixmse  to  this  letter  to  the  chairman  of  the  central  committee  of  the  Red 
Cross,  the  executive  committee  passed  a  resolution  requesting  the  treasurer  to 
confer  with  local  bankers  with  the  view  of  ascertaining  the  best  interest  allow- 
ances obtainable  from  the  Washington  banks  and  trust  companies  on  deposits 
of  Red  Cross  funds.  Thereupon,  letters  were  addressed  to  nine  of  the  principal 
banks  and  trust  companies  in  Washington,  including  the  plaintiff,  inviting  them 
to  make  their  best  offers  as  to  interest  on  both  active  and  inactive  accounts  of 
the  Red  Cross.  Nine  replies  were  received  from  as  many  banks  and  trust  com- 
panies. The  offers  ranged  from  2  per  cent  to  3f  per  cent.  The  highest  bidders 
were  another  large  national  bank,  which  offered  to  pay  3i  per  cent  on  active 
account  and  3|  per  cent  on  the  inactive  account  of  the  Red  Cross,  and  a  large 
local  trust  company  which  offered  to  i)ay  3  per  cent  on  the  active  account  and 
3i  per  cent  on  the  inactive  account  These  bids  came  in  during  the  month  of 
June,  but  were  not  formally  submittetl  to  the  Red  Cross  committee  on  account 
of  the  absence  from  the  city  of  important  members  of  the  committee,  including 
the  chairman. 

Soon  after  the  outbreak  of  the  European  war,  in  August,  as  treasurer,  I  wrote 
a  letter  suggesting  to  the  chairman  of  the  Red  Cross  the  desirability  of  calling 
upon  the  local  depositaries  to  provide  collateral  security  for  the  Red  Cross  de- 
posits. I  felt  that  these  funds  represented  a  particularly  sacred  trust  and  tliat 
it  would  be  especially  unfortunate  if  anything  should  happen  to  tie  them  up 
or  to  prevent  their  payment  at  that  time  by  the  banks  holding  them,  in  view 
of  the  urgent  needs  for  these  deposits  for  the  relief  work  which  the  Red  Cross 
so  promptly  took  up  in  connection  with  the  European  war.  Pursuant  to  this 
suggestion  of  the  treasurer,  on  August  21,  1914,  the  executive  committee  of  the 
Red  Ci*oss  passed  a  resolution  requiring  the  treasurer  to  obtain  from  local 
banks  or  trust  companies  in  which  Re<l  (Voss  funds  should  be  derM>sited  interest 
at  the  rate  of  not  less  than  3  per  cent  ver  annum  on  daily  balances,  and  also 
directing  the  treasurer  to  call  upon  the  depositaries  of  Red  Cross  funds  to 
deposit  collateral  securities  for  the  protection  of  the  balances  placed  with  such 
banks  or  trust  companies. 

Under  date  of  September  26,  1914,  I  wrote  to  Chairman  Davis,  of  the  central 
committee,  a  letter,  advising  him  that  the  plaintiff  had  refused  to  put  up 
security  for  the  Red  Cross  funds.  In  the  same  letter  I  reported  to  Chairman 
Davis  that  another  certain  national  bank  in  Washington,  the  next  largest  na- 
tional bank  in  the  city  to  the  Riggs,  and  whose  offer  in  the  matter  of  interest 
on  deposits  was  more  favorable  to  the  Red  Cross  tlian  that  of  any  other  bank 
or  trust  company,  had  offered  also  to  provide  satisfactory  collateral  security 
against  dei)osits  and  at  the  same  time  to  allow  more  favorable  interest  rates 
on  these  deposits  than  any  of  the  other  banks  which  had  been  invited  to  submit 
offers,  namely,  3^  per  cent  per  annum  interest  on  the  inactive  balance  and  3  per 
cent  per  annum  on  the  active  balance. 

On  October  1,  1914,  the  executive  committee  of  the  Red  Cross  adopted  a 
resolution  designating  the  national  bank  making  the  favorable  offer  above  re- 
ferred to  as  a  depositary  for  Red  Cross  funds. 

By  this  arrangement  the  Red  Cross  receives  8^  fter  cent  per  annum  interest 
on  its  inactive  balances  and  3  per  cent  on  its  active  balances,  and  at  the  same 
time  gets  collateral  security  for  the  money  held  locally  on  deposit  Although 
the  plaintiff  bank  had  allowed  interest  at  3  per  cent  per  annum  on  a  certain 
portion  of  the  Red  Cross  funds  subsequent  to  April  1,  1913,  it  had  only  allowed 
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2  per  cent  per  nnnum  Interest  for  tlie  entire  period  prior  thereto  during  which 
It  had  heen  a  Red  Cross  depositary,  covering  several  years. 

The  statement  in  the  plaintiffs  bill  that  1  as  treasurer  of  the  IUhI  Cross  at 
any  time  solicited  and  re<H)nmiended  the  acceptance  of  a  certain  offer  of  3|  per 
cent  by  a  certain  local  national  bank  on  active  ac<*ounts  and  of  3i  per  cent  from 
a  certain  local  trust  company  on  the  inactive  account  of  the  Red  Cross  Is  un- 
true. 

The  deposits  which  the  Reil  Cross  had  with  the  plaintiff  hank  were  not  sum- 
marily withdrawn  in  the  midst  of  the  European  war  crisis,  but  were  only 
cbectoBd  out  as  needinl  for  use  in  the  work  of  the  S(K*iety. 

The  average  balance  carried  by  the  R(m1  Cross  with  plaintiff  during;  the  six 
months  ending  June  3(),  1914.  was  $118,972.  On  July  1,  1914,  it  was  $107,044. 
On  August  1,  1914,  it  was  $101,151. 

For  the  three  months  during  which  financial  conditions  were  most  unsettled, 
August,  September,  and  October,  the  Red  Cross  balance  with  the  plaintiff  bank 
averaged:  For  August,  $114,981;  for  September,  $190,833;  and  for  October, 
$148,757. 

The  funds  were  withdrawn  beginning  in  October  and  were  not  entirely  with- 
drawn until  January,  1915. 

I  deny  that  I  at  any  time  made  efforts  to  withdraw  said  Red  Cross  amount 
from  the  plaintiff  bank  save  for  the  purpose  of  securing  for  said  Red  Cross 
the  most  favorable  Interest  upon  and  a  greater  protection  for  its  deposits. 

Mr.  WiLUA3is.  Xow,  Mr.  Chairman,  I  think  tliat  that  takes  us 

Sretty  well  through  Mr.  Hogan's  testimony,  and  we  come  down  to 
[r.  Darlington. 

Shall  we  take  that  up  or  oot? 

The  Chairman.  I  would  like  to  finish  this  book  to-night. 

Senator  Keyes.  I  can  stay  here  until  4  o'clock. 

Mr.  Williams.  Mr.  Darlington  states  that  in  the  spring  of  1915  he 
called  at  the  office  of  the  Postmaster  General  in  connection  with  cer- 
tain conferences  or  negotiations  which  it  appears  had  been  conducted 
by  Mr.  Jeffries,  a  director  of  the  Riggs  National  Bank,  and  certain 
other  gentlemen.  I  have  not  had  the  opportunity  of  refreshing  my 
memory  by  discussing  this  subject  with  the  Postmaster  General  since 
Mr.  Darlington  gave  his  testimony,  but  it  is  true  that  I  was  asked  to 
confer  in  this  connection  with  the  Postmaster  General  and  was  given 
to  understand  that  certain  parties  representing  the  Kiggs  National 
Bank  desired  to  make  some  proposition  in  connection  with  the  re- 
newal of  the  charter.  I  did  not  know  what  they  proposed  to  do  or 
how  they  proposed  to  do  it.  The  preliminary  negotiations,  if  there 
were  any,  were  not  with  me,  nor  am  I  informed  in  regard  to  them. 

Upon  that  occasion  it  was  suggested  that  if  those  gentlemen  would 
make  an  offer  along  certain  lines  it  would  be  considered.  I  think  Mr. 
Darlington  has  made  it  very  clear  that  no  commitments  of  any  sort 
were  given,  either  by  the  Postmaster  General  or  by  me,  as  to  whether 
those  suggestions  or  propositions  would  be  favorably  acted  upon  or 
whether  they  would  not.  As  to  how  those  suggestions  were  developed 
I  am  not  informed,  but  I  presume  that  they  were  developed  as  a  result 
of  conferences  between  Mr.  Darlington  and  Mr.  Jeffries  and  others. 
Anyhow,  I  was  present  for  a  few  minutes  when  it  was  suggested  that 
a  proposition  of  that  sort  might  be  laid  before  the  Postmaster  Gen- 
eral and  he  would  take  the  matter  up  with  the  comptroller's  office. 
I  did  not  express  myself  one  way  or  the  other  as  to  what  would  be 
done  in  case  those  propositipns  should  be  made. 

The  Chairman,   lou  were  present? 

Mr.  Williams.  I  was. 

The  Chairman.  And  the  Postmaster  General  sent  for  Mr.  Dar- 
lington? 
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Mr.  Williams.  No;  I  do  not  know  whether  the  Postmaster  Gen- 
evn\  sent  for  Mr.  Darlington  or  whether  Mr.  Darlington  asked  per- 
mission to  call  on  the  Postmaster  General.  As  I  have  stated,  1  do 
not  know  who  originated  the  suggestion  or  how  it  was  developed. 

The  Chairman.  Mr.  Darlington  says  on  page  163 : 

My  first  Intorviow  with  Mr.  Williams  wns  the  25tli  of  March,  1916.  Mr.  L.  E. 
Jeffries,  a  director  of  the  Rijrcs  National  Bank,  also  one  of  the  general*  counsel 
for  the  Soutliern  Railway  Co.,  informed  me  that  a  very  prominent  pnblic 
official,  whose  name  I  will  give  If  I  have  to,  but  which  I  would  rather  not  give, 
had  agreed  to  act  as  a  me<liator  between  the  bank  and  the  comptroller. 

Mr.  Williams.  As  to  how  he  agreed  to  act,  who  asked  him  to  act, 
]  do  not  know. 

The  Chairman.  You  wei-e  present  at  this  conference? 

Mr.  Williams.  I  was. 

The  Chairman.  Do  you  agree  to  it  as  stated  by  Mr.  Darlington, 
or  the  substance  of  it  ? 

Mr.  Williams.  The  substance  of  what  took  place  was  that  it  was 
suggested  to  Mr.  Darlington  and  Mr.  Jeffries  that  if  a  proposition 
along  those  lines  should  be  submitted  by  them — if  the  request  should 
be  made  by  them — it  would  be  acted  upon,  or  consideration  would 
be  given  to  the  subject.  I  should  think  that  is  the  gist  of  what  Mr. 
Darlington  has  testified  to,  and  I  think  he  has  made  it  veiy  clear 
that  no  commitments  of  any  sort  were  made. 

The  Chair^can.  Did  vou  talk  with  the  Postmaster  Greneral  about 

it? 

Mr:  Williams.  Since  then? 

The  Chairman.  No;  at  tliat  time? 

Mr.  WiLLL\MS.  Yes.  I  do  not  know  how  it  developed.  He  told 
me  in  a  personal  way,  that  he  understood  that  they  were  going  to 
make  some  such  proposition  as  that. 

The  Chairman.  You  had  a  conversation  with  Mr.  Burleson  about 
it  before  the  interview? 

Mr.  WiLiJAMS.  As  I  say,  yes;  and  that  something  along  those  lines 
would  probably  be  submitted  by  them.  1  did  not  know  what  it  would 
be,  and  no  one  could 

The  Chaikman.  As  submitted  by  them — whom  do  you  mean? 

Mr.  Wili.iams.  Mr.  Darlington  and  Mr.  Jeffries. 

The  Chahiman.  This  proposition  was  submitted  by  Mr.  Bur- 
leson  

Mr.  Williams.  No;  I  do  not  understand  that  it  was.  I  under- 
stand that  Mr.  Burleson  told  them  that  if  they  would  submit  a  propo- 
sition along  those  lines,  which  I  presumed  had  been  discussed  either 
by^Mr.  Darlington  or  by  Mr.  Jeffries  with  some  one — ^I  do  not  know 
who,  possibly  for  a  while  with  the  Postmaster  Greneral — ^that  it  would 
be  considered. 

The  Chaibman  (reading) : 

The  Chaibhan.  Mr.  Williams  was  present? 
Mr.  Daklinoton.  Yes,  sir. 

The  Chaibman.  And  the  Postmaster  General  said  he  made  this  proposition 
without  authority  from  Mr.  Williams? 
Mr.  Darlington.  Oh,  yes. 

Mr.  Williams.  Where  is  that^  Mr.  Chairman  ? 
The  Chairman.  That  is  at  the  top  of  page  166. 
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Mr.  Williams.  Well,  I  do  not  think  the  proposition  was  made  by 
the  Postmaster  General.  I  think  it  was  a  discussion  beween  the 
Postmaster  General  and  those 

The  Chairman.  Mr.  Darlington  explained  a  little  further: 

Yes,  sir.  It  was  not  to  \ye  rt'gardefl  as  a  proposition  either  from  hlnis^f  or 
Mr.  Williams,  but  if  the  Imnk  would  sip:niry  its  willlnfniess  to  aco^[)t  tliese 
terms 

Mr.  WnjLiA3i8.  Ah,  there  it  is. 

The  Chairman  (continuing  reading) : 

Then  they  would  consider  whether  they  would  grant  them  or  not, 

Mr.  WirxiAMS.  Exactly;  it  wjis  not  a  proposition.  That  is  the 
express  language,  that  it  was  not  a  proposition,  but  if  the  Riggs 
Bank  should  ask  to  be  permitted  to  go  ahead  on  that  basis  it  would 
be  considered. 

The  Chairman.  Mr.  Burleson  was  doing  the  talking  at  that  time, 
was  he  not? 

Mr.  Williams.  Yes;  he  and  Mr.  Darlington. 

The  Chairman.  He  said  if  the  bank  would  signify  its  willingness 
to  do  the.se  things,  that  would  be  done  ? 

Mr.  Williams.  That  is  very  indefinite.  That  is  not  a  proposition 
from  the  Postmaster  General. 

The  Chairman.  Well,  leave  it  there. 

Mr.  Williams.  I  think  Mr.  Darlington  said  his  reply  was  sub- 
mitted in  writing.  I  think  it  is  hardly  worth  while  to  discuss  his 
letter.    If  you  want  that,  he  can  send  it.    I  imagine  he  sent  the  letter. 

The  Chairman.  No;  I  do  not  think  it  is  important. 

Mr.  Williams.  Mr.  Chairman,  he  speaks  here 

The  Chairman.  That  proposition  was — ^I  do  not  think  that  either 
of  us  stated  it;  it  might  be  well  to  put  it  in  the  record  now — if  the 
directors  would  resign  he  would  see  what  they  could  do  about  the 
charter,  in  substance. 

Mr.  Williams.  Let  us  see  what  it  does  state.    On  page  164  I  see 

this — this  is  Mr.  Darlington  speaking: 

If  I  would  hring  him  on  Monday  a  written  statement  that  the  bank  would 
accept  the  charter  on  certain  conditions  he  outline^!,  he  and  the  comptroUer 
would  then  take  the  matter  up  and  see  if  the  charter  could  not  be  prranted. 

He  says  further : 

I  may  not  state  those  conditions  in  the  order  in  which  they  were  given,  but 
they  were,  first,  we  should  file  in  the  equity  suit  a  withdrawal  of  all  charges 
of  collusion,  or  misconduct,  or  conspiracy  on  the  part  of  the  comptroUer  or  of 
the  Secretary  of  the  Treasury,  and  should  add  to  this  withdrawal  the  fact 
that  the  charf^es  were  without  foundation. 

The  Chairman.  He  is  there  quoting  Mr.  Burleson's  proposition  ? 

Mr.  Williams.  Yes.  ' 

The  Chairman.  That  is  sufficient. 

Mr.  Williams.  I  am  not  prepared  to  say  that  that  is  in  detail 
what  the  proposition  was,  but  it  was  along  those  lines.  I  am  not 
prepared  to  say  that  it  involved  all  of  those  conditions  in  the  man- 
ner in  which  they  are  stated,  but  it  was  along  those  lines. 

Now,  Mr.  Chairman  and  gentlemen,  on  page  166  Mr.  Darlin^on 
states:  "Mr.  Cornell" — I  think  it  is  Corn  well  or  Cornwall — ^''if  I 
remember  the  name  correctly,  a  lawyer  in  West  Virginia,  had  ob- 
tained the  State  charter  for  us.    Sonfc  time  after  he  came  to  Wash- 
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ington.  He  was  a  candidate  for  the  governorship  on  the  Democratic 
side.  He  went  to  see  Mr.  McAdoo,  so  he  told  me,  and  told  him  that 
everywhere  he  went  in  his  campaign  he  was  met  by  this  Biggs 
trouble;  that  unless  the  administration  wanted  him  defeated,  some- 
thing must  be  done  about  that  matter.^' 

Mr.  Chairman,  I  never  met  Mr.  Comwell  in  my  life,  and  there- 
fore T  will  not  be  able  to  testify  as  to  what  he  may  have  said,  but  I 
want  to  say  this,  that  that  does  not  impress  me  as  being  a  very  fair 
statement'  of  the  case,  nor  do  I  believe  that  either  Mr.  Comwell  or 
anyone  else  traveling  about  West  Virginia  was  met  on  every  side  by 
complaints  of  the  Kiggs  Bank.  I  believe  that  statement  is  wholly 
without  justification  by  whomsoever  made.  Personally,  I  do  not  be- 
lieve Mr.  Comwell  said  it,  and  I  want  to  say  this,  that  if  Mr.  Corn- 
well  did  say  it,  probably  Mr.  Comwell  may  have  had  some  special 
i-eason  for  desiring  to  have  the  Riggs  controversy  ended.  I  under- 
stand thftt  Mr.  Comwell  is  a  near  relation  or  connection  by  marriage 
or  otherwise  of  Mr.  Ailes,  of  the  Riggs  Bank.  Whether  Mr.  Com- 
well was  more  concerned  about  Mr.  Ailes  and  the  Riggs  Bank  than 
he  was  about  the  Democratic  Party  or  any  other  party  may  be  deter- 
mined by  you.  I  do  not  care  to  express  an  opinion  on  that  point ;  but 
I  think  it  is  well,  while  Mr.  Comwell  is  being  met  on  all  sides  by  the 
report  that  the  Riggs  Bank  was  affecting  politics  in  West  Virginia, 
to  note  that  it  was  another  interest  of  Mr.  Ailes,  of  the  Riggs  Sank, 
which  Mr.  Cornwell  might  perhaps  with  propriety  have  desired 
to  aid. 

Mr.  Chairman,  I  should  like  at  such  time  as  may  be  convenient  to 
you  to  sum  up  and  get  rid  of  this  case  as  far  as  I  am  concerned. 

The  Chairman.  You  do  not  expect  to  do  that  this  afternoon? 

Mr.  Williams.  No,  sir. 

The  Chairman.  We  will  leave  the  discussion  of  that  point  for  some 
later  date.    Have  you  finished? 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  The  committee  will  adjourn  until  Monday  morn- 
ing at  10  o'clock. 

(Whereupon  at  4  o'clock  p.  m.  the  committee  adjourned  until  Mon- 
day, July  28, 1919,  at  10  o'clock  a.  m.) 


MONDAY,  JULY  28,  1910. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m. 
in  the  committee  room,  Senate  Office  Building,  Senator  Greorge  P. 
McLean  presiding. 

Present:*  Senators  McLean  (chairman),  Page,  Newberry,  Keyes, 
Fletcher,  and  Henderson. 

Present  also:  Hon.  John  Skelton  Williams,  Comptroller  of  the 
Currency;  Hon.  Thomas  P.  Kane,  Deputy  Comptroller  of  the  Cur- 
rency ;  Mr.  Samuel  Untermyer,  of  New  York ;  Mr.  Wade  H.  Cooper, 
of  \Vashington,  D.  C,  and  others. 

The  Chairman.  The  committee  will  be  in  order.  We  will  now 
hear  Mr.  Untfermyer. 

STATEMEirr  OF  ME.  SAIOJEL  UNTEBXTEB,  OF  NEW  TOBE,  N*  T. 

Mr.  Untemyer.  Mr.  Chairman  and  Senators,  I  am  a  member  of 
the  New  York  bar  and  have  been  engaged  in  practice  there  for  up- 
wards of  40  years.  I  regret  that  Mr.  Hogan  has  seen  fit  to  reopen 
the  endless  Riggs  Bank  controversy. 

His  testimony  concerning  my  connection  with  that  controversy 
was  given  July  10  and  11.  I  reached  Washington  on  the  morn- 
ing of  the  12th  on  an  engagement  to  appear  that  morning  before  the 
Senate  Sub-Judiciary  Committee  on  Prohibition  on  my  way  to  the 
White  Sulphur  Springs.  I  found  it  impossible  to  secure  a  hearing 
that  day  before  your  committee  and  accordingly  left  Washington 
that  evening  for  the  springs  and  have  been  there  ever  since.  I  am 
now  being  heard  at  my  own  request. 

The  Riggs  Bank  transactions  occurred  more  than  four  years  ago, 
and  a  great  many  things  have  happened  meantime,  besides  which 
human  memory  is  at  best  fallible,  but  according  to  my  recollection 
of  the  incidents  referred  to,  Mr.  Hogan's  testimony  contains  many 
serious  inaccuracies  and  misrepresentations  and  is  replete  with  mis- 
leading assertions. 

You  have  so  much  testimony  as  to  the  status  and  merits  of  the 
various  phases  of  the  Riggs  Bank  controversy  that  I  assume  you  will 
not  care  to  have  cumulative  evidence  from  me  on  the  many  poiniis 
of  difference  between  Mr.  Hogan  and  myself,  and  I  shall  accordingly 
confine  myself,  unless  otherwise  directed,  to  stating  only  a  f ew  0f 
those  differences  and  mainly  those  with  which  I  am  personally  con- 
cerned. 

Again  and  again  in  his  testimony  Mr.  Hogan  emphasizes  the  fact 
that  in  his  talks  with  me  I  was  acting  as  the  attorney  for  Mr. 

144036—19 41  ^^"^ 


640  NOMINATION  OF  JOHN  SKELTON  WIIUABCS. 

Williams.  Referring:  to  the  talk  at  the  Shoreham,  you  will  find  on 
page  141  the  following: 

Senator  Henderson.  Was  Mr.  Williuins  conne(*te<l  with  It  In  any  way? 

"It"  referring  to  the  transaction  with  nie,  to  which  Mr.  Hogan 
had  testified. 

Mr.  Hogan.  Mr.  riiterniyer  was  his  counsel.  He  was  not  a  Government  em- 
ployee. 

Again,  on  ])age  13J),  I  am  quoted  as  having  said  to  Mr.  Hogan 
that  Mr.  Williams  was,  as  he  [Hogan]  knew,  "implacable"  in  this 
matter;  that  something  would  liave  to  be  done  to  satisfy  Mr.  Williains 
with  respect  to  what  he  [Williams]  thought  should  be  done  with 
the  officers  of  the  bank;  that  he  would  let  up  on  this  bank  and  let  up 
on  its  officers  only  when  he  attained  his  end  of  getting  Ailes  and  the 
two  Flathers  out. 

Mr.  Hogan  testified  as  follows : 

Mr.  rnterinyor  siii<I  he  thoupcht  Mr.  Williams  was  right  in  that  regard  ami 
they  should  he  gotten  out. 

Again  on  page  142: 

The  Chairman.  If  he 

Referring  to  me — 

said  wliMt  you  say  he  said,  it  in<licated  that  he  had  discussed  this  matter  witli 
Mr.  Williams? 

Mr.  HofiAN.  I  have  no  douht  ahout  It.  He  did  not  say  that,  l>ut  there  was  not 
the  sll.^htest  doubt  in  my  mind  that  he  had. 

The  Chairman.  He  made  the  offer  to  you  with  apparent  authority  to  eariy 
it  out? 

Mr.  H<m:an.  Certainly.    As  I  say.  he  was  the  attorney  for  Mr.  Williams. 

These  statements  are  incorrect  in  that  (1)  I  was  not  the  attorney 
for  Mr..  Williams  except  in  the  incidental  way  that  I  shall  explain; 
(•2)  I  was  a  Government  employee;  I  was  retained  and  paid  by  the 
Attorney  General  and  never  rendered  a  bill  or  received  a  fee  fix)m 
anyone  else;  (8)  I  did  not  say,  in  words  or  in  substance,  that  Mr. 
Williams  was  "implacable"  or  that  " something  would  have  to  be 
done  to  satisfy  him." 

I  did  say  that  it  was  my  opinion  that  upon  the  record  as  it  stood, 
these  officers,  one  of  whom  resigned  after  being  indicted,  ought  to 
resign,  and  that  is  and  always  has  been  my  opinion. 
.     The  facts  as  to  my  employment  are  briefly  as  follows: 

Some  time  in  April,  1915,  I  was  called  in  New  York  bv  telephone 
from  Washington,  either  from  the  AttoiTiey  General's  office  or  from 
Mr.  McAdoo's  office,  I  dt)  not  recall  whidu  to  come  to  Washington  for 
a  meeting  at  the  Attorney  General's  office.  T  went  directly  from  the 
train  late  in  the  evening  to  the  office  of  the  Attorney  General  and 
there  met  Mr.  Gregory  and  Mr.  Brandeis.  I  do  not  think  that 
either  Mr.  McAdoo  or  Mr.  Williams  was  present,  but  I  think  Mr. 
Warren,  the  Deputy  Attorney  General,  was  there.  Mr.  McAdoo 
and  I  have  been  friends  for  many  years.  I  have  a  country  place  at 
Yonkers  where  Mr.  McAdoo  at  one  time  lived.  We  worked  t^ogether 
in  the  prenomination  campaign  of  1912.  T  was  one  of  the  few  New 
York  AVilson  delegates  to  the  national  convention  of  that  year  at 
which  he  was  also  a  delegate.  During  the  campaign  we  saw  a  CTeat 
deal  of  each  other  and  again  in  the  191G  campaign  and,  in  fact,  almost 
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every  time  I  came  to  Washington  and  when  he  occasionally  came  to 
New  York. 

The  Attorney  General  said  that  Mr.  McAdoo  was  anxious  to  have 
nie  act  for  him  in  the  case  which  had  been  brought  by  the  Riggs 
Bank  charging  him  and  Mr.  Williams  with  conspiring  to  destroy  the 
bank,  and  wanted  to  know  whether  I  would  accept  a  retainer  on 
behalf  of  the  Government.  I  told  him  I  would  be  gUd  to  do  any- 
thing to  assist  my  friend,  but  would  prefer  to  act  wiUiout  compensa- 
tion, and  subsequently  wrote  him  two  or  three  letters  to  that  effect, 
but  the  Attorney  General  was  insistent  that  it  was  beneath  the  dig- 
nitv  of  the  Government  to  accept  such  service  without  compensation. 
When  the  matter  was  finally  wound  up  I  accordinglv  told  nim  to  fix 
whatever  compensation  he  cared  to,  but  that  I  would  prefer  that  it 
be  made  nominal  if  he  was  not  willing  to  allow  me  to  defend  my 
friend  without  pay. 

I  was  told  that  Mr.  Brandeis  had  been  advising  the  comptroller, 
with  whom  I  had  had  no  social  or  professional  relations,  except  that 
in  the  reorganization  of  the  Seaboard  Air  Line  Railway  I  had  acted 
as  counsel  for  the  reorganization  committee  on  behalf  of  the  Blair- 
Warfield  interests  as  opposed  to  Mr.  Williams.  I  had  not  seen  him 
for  years,  and  it  was  only  when  an  examination  of  the  papers  dis- 
closed that  there  should  oe  a  joint  representation  of  all  the  counsel 
interested  for  both  the  defendants,  that  I  became  counsel  also  for 
Mr.  Williams,  because  of  my  position,  primarily,  as  counsel  for  Mr. 
McAdoo,  and  acted  for  both  as  Government  officials  and  upon  the  sole 
retainer  of  the  Government. 

So  far  as  I  can  discover  from  the  record,  Mr.  Hogan  nowhere  fixed 
the  time  of  the  meeting  with  me  in  the  presence  of  Mr.  Cromwell, 
the  substance  of  which  ne  has  undertaken  to  recite  and  about  which 
he  was  examined  on  page  136  and  again  on  pages  138,  139,  140,  and 
142  of  the  printed  record  of  the  proceedings. 

As  heretofore  stated,  I  have  not  been  in  New  York  since  learning  of 
his  testimony,  but  have  had  my  son  see  Mr.  Cromwell  with  a  view 
to  ascertaining  his  recollection  of  the  interview  referred  to  by  Mr. 
Hogan  and  of  a  subsequent  interview  I  had  with  Mr.  Cromwell  alone. 
I  judge  from  a  report  made  by  my  son  to  me  that  my  recollection  and 
that  of  Mr.  Cromwell  are  in  a  general  way  in  substantial  accord. 

According  to  my  recollection  the  interview  referred  to  by  Mr, 
Hogan  took  place  at  the  Shoreham  Hotel  about  the  middle  of  June, 
1915,  and  was  an  entirely  accidental  and  informal  meeting.  I  had 
come  to  Washington  that  morning  on  other  business  and  had  been 
lunching  with  a  party  of  gentlemen  at  the  Shoreham  and  met  him 
and  Mr.  Ht)gan  in  the  lobby  of  the  hotel  on  the  way  out. 

Mr.  Cromwell  and  I  have  been  friends  for  between  35  and  40 
years,  practicing  law  in  the  same  city,  and  have  come  in  contact  with 
one  another  at  various  times  beginning  as  early  as  35  years  or  more 
ago.  On  seeing  me  on  the  occasion  in  question  he  told  me  that  he 
was  in  Washington  representing  a  committee  of  the  directors  of  the 
Riggs  Bank,  which  was  investigating  the  transactions  between  the 
officers  and  the  bank  resulting  from  the  facts  that  had  been  disclosed 
in  the  case  that  had  been  argued  before  Mr.  Justice  McCoy.  I  can 
not  undertake  to  remember  all  that  was  said  in  this  casual  conversa- 
tion of  perhaps  5  or  10  minutes,  but  the  substance  of  it,  as  I  now  re- 
call, was  that  he  and  his  clients  had  heard  with  considerable  satis- 
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faction  that  I  did  not  favor  criminal  proceedings  based  upon  the 
affidavits  that  had  been  filed  by  Messrs.  Glover  and  the  Flathers. 
Mr.  Hogan  said  that  his  inforniation  was  to  the  same  effect. 

I  told  him  that  I  could  not  imagine  where  they  had  secured  their 
information,  as  I  had  never  discussed  my  attitude  on  that  subject 
with  any(me  outside  of  the  Government  councils  •  that  my  work  in 
the  case  had  ended ;  my  clients  had  won  out,  and  I  had  no  furtiiei^ 
connection  with  that  subject,  but  that  it  was  true  that  although  tiie 
affidavit  was  false  and  that  the  court  would  have  been  seriously  mis- 
led but  for  the  reply  made  the  next  dajr  in  the  affidavit  of  Mr. 
Lammond;  I  did  not  personally  favor  criminal  proceedings  based 
upon  it  l>ecause  of  my  doubt  as  to  whether  a  conviction  for  perjury 
could  be  secured. 

I  told  Mr.  Cromwell  and  Mr.  Hogan  also  at  that  time  that  I  did 
not  lielieve  that  a  prosecuting  officer  should  ever  bring  men  to  trial 
imlcss  it  was  his  belief  that  conviction  could  be  secured,  and  that 
where  he  did  not  believe  a  conviction  ought  to  be  secured  it  was  his 
duty  to  rise  in  his  place  at  the  trial  and  so  state  to  the  court  and 
jury;  that  he  was  a  quasi  judicial  officer  and  not  a  prosecutor. 

I'he  CiiAiRMAN.  Did  you  ever  express  that  opinion  to  the  Attorney 
General  ? 

Mr.  Untermyer.  Yes.  I  am  going  to  give  that  to  you.  Yes;  I 
was  very  insistent  to  tlie  Attorney  General  that  I  did  not  think  the 
proceedings  ought  to  be  brought. 

I  told  him  also  at  that  time  that  I  had  been  principally  concerned 
for  my  friend  Mr.  McAdoo,  at  whose  request  1 4iad  accepted  the  re- 
tainer of  the  Department  of  Justice  at  great  personal  inconvenience. 

I  told  these  gentlemen,  in  substance,  that  I  had  examined  the  book 
of  Lewis  Johnson  &  Co.  and  was  very  familiar  with  the  facts,  and 
that  when  the  affidavit  was  presented  I  was  fairly  staggered  by  its 
contents,  which  I  then  knew  were  false,  but  that  I  had  always  felt 
that  if  I  were  a  prosecuting  officer  I  would  never  indict  a  man  for 
an  offense  for  which  I  did  not  believe  a  conviction  could  be  secured; 
that  convictions  for  perjun'^  were  at  best  difficult  to  secure,  and  that 
111  this  case  I  was  not  satisfied  that  this  was  a  willful,  felonious^  false 
swearing,  although  there  was  no  doubt  that  the  affidavit  was  false. 

Mr.  Hogan  appeared  greatly  disturted  at  the  position  in  which  he 
found  himself,  as  the  draftsman  of  the  affidavit,  upon  whose  advice 
his  clients  had  verified  it,  and  Mr.  Cromwell  asked  me  whether  I 
would  not  undertake,  in  a  friendly  way,  to  intercede  to  get  the  whole 
controversy  out  of  tne  way,  more  particularly  as  the  charter  of  the 
bank  would  expire  within  a  year  and  he  was  anxious  to  find  some 
way  in  which  the  charter  could  be  renewed.  He  said  that  was  the 
phase  of  the  subject  with  which  he  was  primarily  concerned.  I  said, 
in  substance,  when  he  spoke  of  the  renewal  of  the  charter,  that  if 
I  were  the  Comptroller  of  the  Currency,  in  the  light  of  the  facts  as 
to  the  management  of  this  bank  throughout  its  entire  career  and  the 
way  in  which  the  officers  had  manipulated  the  use  of  its  funds,  and 
of  their  persistent  violation  of  the  banking  law  through  all  the  years 
of  the  bank's  existence,  I  would  not  renew  the  charter  unless  there 
wei-e  a  complete  change  in  the  official  management  of  the  bank. 

I  told  him  also  in  effect  that  the  fact  that  the  institution  was  over- 
whelmingly solvent  and  had  been  highly  prosperous  throughout  its 
career  was,  to  my  mind,  no  reason  for  permitting  its  officers  to  per- 
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sistently  defy  the  laws  of  its  being,  and  that  there  ought  not  to  be 
one  rule  for  prosperous  banks  and  another  for  struggling  ones. 

Mr.  Cromwell  and  Mr.  Hogan  both  again  urged  me  to  intercede. 
There  was  nothing  said  at  that  or  at  any  other  interview  with  Mr. 
Hogan,  Mr.  Cromwell,  or  anybody  else  that  could,  by  any  stretch  of 
the  imagination,  be  construed  into  a  proposal  or  suggestion  that  if 
the  officers  of  the  bank  would  resign,  indictments  might  be  prevented, 
or  that  there  was  any  relation  between  the  two  subjects.  I  discussed 
no  such  proposal  with  Mr.  Williams,  Mr.  McAdoo,  the  district  at- 
torney, or  with  anybody  else,  except  as  I  shall  state  hereafter.  And 
I  had  no  concern  with  the  subject,  official  or  otherwise. 

On  the  day  Judge  McCoy  decided  the  case,  which  he  did  in  effect 
at  the  close  of  the  oral  argument,  Attorney  General  Gregory,  who 
was  greatly  incensed  at  the  affidavit  upon  which  the  indictment  was 
subsequent^  procured,  as  was  his  deputy,  Mr.  Warren,  was  firm  in 
his  determination  that  the  men  concerned  in  the  making  of  the  affi- 
davit should  be  punished.  I  argued  with  him  against  that  course, 
both  at  that  time  and  subsequently,  and  consistently. 

Shortly  after  the  interview  of  the  Shoreham  liotel,  and  on  Juno 
26,  I  was  again  in  Washington,  this  time  to  keep  an  appointment 
with  Secretary  Lane  in  connection  with  the  affairs  of  the  Alaskan 
Railway,  one  of  the  two  coowners  of  which  I  represented.  I  ran 
across  Mr.  Cromwell  again  accidentally  in  the  lobby  of  the  New  Wil- 
lard  Hotel  that  morning.  He  was  alone,  and  he  asked  me  whether  I 
would  take  luncheon  with  him  that  day  at  the  Willard,  which  I  did. 

At  the  interview,  at  the  Shoreham,  I  had  told  these  gentlemen 
that  I  was  leaving  shortly  for  California ;  that  I  was  through  with 
my  work  in  the  case  and  did  not  care  to  become  further  involved, 
and  had  nothing  to  do  with  any  criminal  proceedings;  that  my 
clients  had  gained  their  victory,  my  friend,  Mr.  McAdoo,  as  well  as 
Mr.  Williams,  had  been  fully  vindicated,  as  he  deserved  to  be,  and 
that  that  was  all  I  cared  about  the  case.  As  the  thing  rests  in  my 
mind,  Mr.  Cromwell,  at  the  Willard  luncheon,  again  expressed  his 
and  Mr.  Hogan's  appreciation  of  the  position  I  had  taken,  and  urged 
me  to  see  what  I  could  do  toward  closing  the  controversy  so  that 
the  charter  of  the  bank  could  be  renewed.  He  said  also  that  the 
Attorney  General  seemed  bent  upon  indicting  all  the  persons  who 
were  in  any  way  connected  with  the  making  oi  this  affidavit,  but  that 
he  was  not  primarily  concerned  with  that  aspect  of  the  case,  but 
mainly  with  the  renewal  of  the  charter,  and  that  he  did  not  for  a 
moment  believe,  in  view  of  their  position  in  the  conmiunity,  that  any 
juiy  in  Washington  could  be  induced  to  convict  the  officers  of  per- 
jury. I  repeated  to  him  that  the  Attorney  General  was  in  full  posses- 
sion of  my  views  on  that  subject  and  that  there  was  nothing  fuilher 
I  could  say  to  him  that  would  be  likely  to  move  him,  but  that  if  he 
so  desired  I  would  see  him  again,  which  I  did,  but  without  result. 

At  this  interview  at  the  Willard  Mr.  Cromwell  and  I  went  at  some 
length  into  the  history  of  the  bank,  and  I  gave  him,  very  frankly, 
my  views  as  to  the  conduct  of  the  officials  for  many  years,  and  par- 
ticularly as  to  their  defiance  of  the  banking  law,  which  had  met  with 
almost  continuous  protests  from  every  comptroller  for  a  long  series 
of  years  before  Mr.  Williams  assumed  omce.  I  explained  to  him 
that  notwithstanding  its  great  prestige  and  prosperity,  the  Kiggs 
Bank,  under  these  officials,  had  been  nothing  more  than  a  stock 
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brokerage  shop  inside  of  a  bank,  and  that  is  what  I  told  the  court  on 
the  argument,  as  you  will  see  from  the  notes.  This  was  not  a  bank 
at  all.  It  liad  a  vast  amount  of  dejxisits,  a  large  amount  for  Wash- 
ington, by  far  the  large^st  amount  of  any  bank  in  Washington,  but 
on  of  its  total  deposits  there  was  less  than  10  per  cent  of  commercial 
busin(Mss,  and  out  of  its  loans  there  was  less  than  10  per  cent  of  com- 
mercial business.  There  was  about  90  per  cent  loaned  on  all  kinds 
of  stocks,  sj)oculative  and  otherwise,  and  this  brokerage  firm,  consist- 
ing of  officers  of  the  bank,  would  buy  stocks  or  sell  stocks  short,  and 
the  bank  would  do  the  bulk  of  the  financing. 

The  ("ii AIRMAN.  For  what  period?     How  long  did  that  continuet 

Mr.  Untermyer.  Practically  all  through  the  history  of  the  bank. 

The  Chairman.  Up  to  what  date? 

Mr.  Unter^iyer.  Almost  up  to  the  time  of  the  beginning  of  the 
suits,  as  I  remember  it.  I  think  that  stopped  shortly  before  that.  I 
think  that  when  the  controversy  wnth  Mr.  Williams  started,  that  sort 
of  thing  stopped.  But  I  thinlc  it  lastx?d  practically  up  to  that  time. 
They  drifted  very  naturally  into  it,  though.  You  see,  this  had  been 
a  private  partnership  of  Riggs  &  Co..  and  they  had  been  what  you 
call  private  bankers,  which  in  most  localities  means  stockbrokers 
first,  and  bankers  afterwards.  The  members  of  the  firm  were  mem- 
bers of  the  stock  exchange,  and  their  business  had  been  largely  a 
stock  brokerage  business,  so  that  when  they  incorporated  into  the 
form  of  a  national  bank,  they  went  on,  and  their  business  enlarged, 
and  was  of  this  same  character.  But  it  was  a  business  with  which  a 
national  bank  had  no  right  to  be  concerned. 

Senator  Page.  No  losses  ever  grew  out  of  this  class  of  transaction, 
I  believe  you  tell  me  ? 

Mr.  Untermyer.  I  do  not  know  as  to  that.  I  think  there  were 
small  losses.  But  that  did  not  seem  to  me  to  affect  the  question  at 
all,  because  if  one  national  bank  could  be  a  brokerage  shop  and  have 
the  good  management  to  make  no  losses,  why  could  not  other  national 
banks  run  brokerage  shops  with  less  judgment  and  less  ability,  and 
wreck  the  bank? 

Senator  Page.  I  was  simply  thinking  about  the  final  results  of  the 
whole  transaction. 

Mr.  TTntermyer.  Of  coui-se,  I  look^back  of  the  results.  I  am  look- 
ing at  the  principle  of  the  thing.  It  was  essentially  and  funda* 
mentally  wrong  in  principle.  But  I  felt  that  these  men  had  drifted 
into  it,  at  a  time  when  the  ethical,  financial  standards  were  very 
different  from  what  they  became  in  later  years. 

The  Chairman.  Other  banks  in  Washington  were  doing  the  same 
thing  in  a  smaller  way? 

Mr.  Untermyer.  I  had  never  heard  of  it.  I  do  not  know  of  any 
bank  in  New  York — much  as  has  been  said  against  high  finance  in 
New  York,  and  much  as  may  be  just  said  against  it — that  ran  a 
brokerage  shop  with  the  officers  of  the  bank,  financed  with  the  funds 
of  depositors  of  a  national  bank.  I  think  Mr.  Williams  performed 
a  high  public  service  when  he  stopped  that  sort  of  thing.  I  think 
he  also  [)erformed  a  high  public  service  when,  for  the  first  time  in  the 
history  of  this  country,  he  required  national  banks  that  had  Govern- 
ment deposits  to  pay  interest  to  the  Government.  When  the  banks 
were  all  paying  their  out-of-town  correspondents  interest  upon  their 
balances,  they  were  not  paying  the  Government  a  cent,  during  all 
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those  years,  until  Mr.  Williams  compelled  them  to  pay  interest,  and 
put  them  on  a  par  at  least  with  the  private  depositors. 

I  think  Mr.  Williams  is  one  of  the  best  comptrollers  this  country 
has  ever  had,  fearless  and  courageous,  and  when  he  has  seen  his  duty, 
he  has  done  it.  Every  man  has  his  temperamental  weaknesses  and 
infirmities,  but  when  you  come  to  the  crux  of  the  administration  of 
that  office,  it  is  fine. 

The  Chairman.  Do  you  think  the  powers  of  the  ccmiptroUer  are 
rather  large? 

Mr.  Untermyer.  Yes ;  they  are  very  broad.  But  they  have  to  be 
broad  if  you  want  to  have  sound  finance,  or  somebody  has  to  have 
power  over  these  banks  to  see  that  they  keep  within  the  law. 

The  Chairman.  It  has  been  suggested  that  the  office  be  abolished 
and  that  the  f uncticHis  be  transferred  to  the  Federal  Reserve  Board. 
I  do  not  know  whether  you  care  to  express  en  opinion  on  that 
subject  or  not. 

Mr.  Untermyer.  I  have  often  heard  the  suggestion,  but  it  has 
seemed  to  me  that  there  should  be  some  officer  especially  charged 
with  the  supervision  of  national  banks  and  of  their  affairs. 

The  Chairman.  Would  you  suggest  that  his  acts  be  subject  to 
review  in  any  way? 

Mr.  Untermyer.  Yes.  I  think  his  actions  should  be  subject  to 
judicial  review  in  certain  respects.  I  think  also  he  should  have  a 
rather  wide  discretion.  But  T  do  not  believe  in  administrative  offi- 
cers being  czars  in  their  power.  I  think  there  are  a  great  many 
acts  that  are  now  not  subject  to  review  that  ought  to  be  subject  to 
review  by  a  judicial  power. 

Senator  Fletcher.  Do  you  not  think  an  individual  can  better 
perform  the  functions  of  a  comptroller  than  a  board? 

Mr.  Untermyer.  Yes.  I  think  it  would  be  a  mistake  to  abolish 
the  office  of  Comptroller  of  the  Currency.  I  think  that  ought  to  be 
in  charge  of  one  man,  who  does  not  bear  a  mass  of  responsibilities 
for  all  the  finances  of  the  country  and  for  its  entire  system,  but 
of  a  man  who  bears  responsibility  for  the  proper  conduct  of  the 
business  of  the  national  banks  and  the  keeping  of  them  prayerfully 
within  the  law,  because  it  is  only  prayerfully  that  you  will  keep 
them  within  the  law,  and  it  is  only  by  eternal  vigilance  that  you 
will  do  so. 

I  said  to  Mr.  Cromwell,  as  I  stated,  that  the  bank  had  been  operat- 
ing this  stock-brokerage  business  with  the  assets  of  the  depositors, 
and  its  cashier  had  been  plainly  guilty  of  dishonesty ;  mat  the 
whole  thing  was  scandalous  and  a  pernicious  example,  more  per- 
nicious because  it  had  succeeded  than  if  the  bank  had  failed  as  a 
result  of  the  speculation  of  its  officers. 

The  Chairman.  Who  was  cashier  at  that  time? 

Mr.  Untermyer.  Mr.  H.  H.  Flather  was  cashier.  Mr.  Hogan 
states  somewhere  in  his  testimony  that  it  was  because  of  some  state- 
ment I  made  in  open  court  concerning  the  operations  of  the  bank 
that  he  felt  it  necessary  to  present  this  affidavit.  I  think  he  over- 
looked the  fact  that  we  had  previously  presented  an  affidavit  of  a 
man  named  Bennet — which  is  in  the  record,  and  I  assume  that  the 
record  is  beforeyou.  We  picked  out  hurriedly  a  number  of  trans- 
actions of  Mr.  H.  H.  Flather  in  which,  he  had  pocketed  the  money 
of  his  customer.    For  instance,  he  was  the  cashier,  and  the  orders 
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for  stock  purchases  would  come  to  his  desk.  There  were  transac- 
tions such  as  this: 

A  customer  would,  we  will  say,  instruct  the  bank  to  sell  a  hundred 
shares  of  Union  Pacific  short.  If,  within  an  hour  or  two  after  that, 
Union  Pacific  went  down  Mr.  Flather  would  settle  on  his  own  ac- 
count for  that  transaction  and  take  the  profit,  either  in  cash  or  in  a 
check,  and  then  he  would  buy  the  customer's  stock  at  the  larger 
price,  so  that  the  customer  would  not  get  all  the  profit. 

The  Chairman.  There  were  two  Messrs.  Flather? 

Mr.  Untermter.  Mr.  H.  H.  Flather. 

The  Chairman.  Is  that  the  Flather  who  afterwards  resigned! 

Mr.  Untermter.  That  is  the  Flather  who  resigned  when  tibe  in- 
dictment was  hande^l  down,  and  it  was  eminently  necessary  that  he 
should  resign.  That  sort  of  thing  has  been  going  on  a  long  time.  I 
do  not  believe  the  other  officers  of  the  bank  knew  anything  about 
those  transactions.  There  was  no  evidence  that  they  knew  it.  It 
only  goes  to  show  the  perils  of  allowing  a  bank  to  run  this  kind  of  a 
business,  no  matter  how  much  money  it  makes  out  of  it.  I  have  no 
doubt  that  the  national  banks  of  this  country  could  make  fortunes  if 
they  could  all  turn  themselves  into  stock  brokerage,  real  estate 
broKerage,  grain  brokerage,  produce  brokerage  houses  and  finance 
everybody  who  they  thought  was  responsible  with  proper  margins 
in  those  businesses.  I  think  they  could  make  great  fortune  if  uiey 
had  good  judgment. 

Senator  Henderson.  In  the  illustration  you  have  just  given,  do 
you  hold  the  bank  responsible  for  the  act  of  Mr.  Flather,  wnen  none 
of  the  officials,  as  you  say,  knew  about  it? 

Mr.  Untermter.  In  a  sense,  yes ;  because  it  had  gone  on  for  a  long 
period  of  years ;  and  because  of  this  fact,  that  every  time  a  transac- 
tion was  made  in  stocks,  through  the  Riggs  Bank,  a  memorandum  of 
the  sale  or  purchase,  a  memorandum  slip  from  the  brokerage  house, 
would  come  to  the  bank,  and  a  statement  of  the  purchase  or  sale,  or 
whatever  it  might  be,  would  come  to  the  bank,  and  the  transaction 
would  be  billed  to  the  Riggs  Bank.  These  transactions  were  con- 
ducted upon  the  credit  of  the  Riggs  Bank. 

It  seems  to  me  the  officers  must  have  been  very  blind  or  derelict 
in  duty  if  in  the  course  of  time  they  failed  to  learn  of  what  was 
going  on.  As  I  have  said,  I  do  not  think  they  did.  But  a  man 
could  become  president  of  a  bank,  go  off  to  Europe  and  spend  a  few 
yeai's,  and  come  back  and  say,  "  I  am  not  responsible  for  the  man- 
agement of  this  bank,  although  I  loaned  it  my  name  and  my  prestige, 
and  people  dealt  with  the  bank  on  the  faith  of  them.  But  T  was 
away  and  I  did  not  know  it."    I  think  they  were  bound  to  know  it 

Senator  FiiETCiiER.  The  evidence  shows  they  had  a  private  wire 
to  the  cashier's  desk  from  a  brokerage  office.  The  bank  officers  must 
have  known  that. 

Mr.  Untermter.  I  think  they  not  only  had  a  private  wire  to  the 
Lewisi!  Johnson  &  Co.  desk,  but  if  my  memory  serves  me  right, 
they  also  had  a  wire  to  another  brokerage  house,  Colgate  &  Co.,  in 
New  York,  with  which  the  Riggs  Bank  also  did  business.  We  were 
not  able,  in  the  short  time  that  elapsed  before  the  argument,  to  get 
into  the  Colgate  account,  because  tnat  was  a  going  concern,^  and  we 
had  not  access  to  their  books.    It  was  only  because  Lewis  John- 
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son  &  Co.  was  in  bankruptcy,  and  their  books  were  open  and  h^re 
in  Washington,  that  we  were  able  to  analyze  their  transactions. 

But  back  of  it  all  there  is  this  fact,  that  these  people  really  drifted 
into  this  thing — ^I  mean  they  drifted  into  the  business.  They  did 
not  deliberately  take  up  the  business  when  they  became  a  national 
bank.  They  simply  succeeded  to  a  banking  and  brokerage  business, 
and  incorporated  as  a  national  bank.  But  to  my  mind,  if  they 
wanted  to  do  that  sort  of  a  business,  they  ought  to  have  incorporated 
as  a  banking  house,  if  they  wanted  to  incorporate  at  all,  or  not  take 
deposits. 

There  has  been  handed  me  here  some  of  the  checks  that  were 
made  by  Lewis  Johnson  &  Co.  to  the  order  of  the  Riggs  Bank,  and 
some  of  the  sample  memoranda  of  purchases  and  sales  that  were 
delivered  day  by  dav  through  all  of  this  time,  all  the  dealings  being 
with  the  Riggs  Bank. 

I  told  Mr.  Cromwell,  as  I  have  told  a  great  many  other  people, 
and  as  I  feel,  that  I  was  naturally  very  sorry  for  "Mr.  Glover,  as 
I  would  feel  sorry  for  any  man  of  his  age  and  standing  in  the  com- 
munity who  had  gotten  into  this  soil  of  trouble^  but  the  officials 
w^ere  not  entitled  to  be  intrusted  with  other  people's  money,  and 
that  it  did  not  seem  right  tx)  have  one  rule  for  the  man  who  won 
out  and  another  for  the  man  who  lost  out  in  the  same  sort  of  trans- 
action. All  this  discussion  was  in  connection  with  Mr.  Cromwell's 
various  resourceful  suggestions  of  a  way  out  of  the  diflSculty  by 
which  the  bank  would  have  its  charter  renewed,  for  there  is  no 
man  in  this  country  who  has  been  more  resourceful  or  more  distinctly 
helpful  in  negotiations  and  in  the  difficulties  of  finance  than  is  Mr. 
Cromwell,  besides  which  he  has  a  constructive  mind  that  amounts 
to  genius  in  transactions  of  this  kind. 

I  told  Mr.  Cromwell  at  that  interview  of  my  leaving  that  day  for 
New  York  and  starting  the  following  day  for  California,  which  I 
did.  So  far  as  my  memory  serves  me  now,  that  was  my  last  con- 
nection with  Riggs  Bank  affairs  until  Mr.  Darlington  called  on  mt 
in  New  York  in  company  with  a  Member  of  the  Senate. 

My  recollection  of  what  transpired  at  that  interview  does  not 
differ  materially  from  his,  as  stated  on  page  166  of  the  testimony, 
except  that  he  describes  me  parenthetically  as  being  counsel  for  the 
comptroller,  in  which  statement  he  is  mistaken;  and  he  uses  this 
language : 

"He  (referring  to  me)  said  that  the  charter  could  be  arranged  on 
certain  conditions,  naming  the  conditions."  This  meeting  with  Mr. 
Darlington,  as  I  recall  it,  was,  as  he  states,  some  time  in  June,  1916, 
which  was  more  than  one  year  after  my  connection  with  the  Rig^ 
Bank  case  had  totally  ceased.  It  was  after  the  acquittal  in  the  crimi- 
nal proceedings. 

These  gentlemen  called,  as  they  explained,  to  ask  my  help  with  re- 
spect to  the  renewal  of  the  charter  because  of  my  previous  connection 
with  the  case,  although  they  fully  understood  that  I  I'epresented  no- 
body at  that  time.  I  told  Mr.  Darlington  that  I  did  not  believe  it 
would  be  possible  for  me  to  be  of  any  aid  toward  securing  a  renewal 
of  the  charter  if  these  officers  were  to  remain,  as  my  views  on  that 
subject  were  well  known  and  I  would  be  simply  stultifying  myself 
to  attempt  to  argue  the  other  way. 
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So  far  as  concerned  Mr.  Glover,  I  said,  in  effect,  that  I  thought, 
from  what  had  been  said  the  year  before,  that  he  might  be  retained, 
but  they  understood  distinctly  that  T  had  not  talked  with  the  comp- 
troller, or  with  Mr.  McAdoo,  or  with  anybody  else  about  this  mat- 
ter ;  that  I  was  only  expressing  my  own  view  as  to  what  I  would  be 
willing  to  do  to  serve  them,  on  their  request. 

Th*ere  was,  of  course,  no  question  of  my  accepting  a  retainer  or  of 
compensation.  They  quite  understood  that  my  previous  connection 
with  the  case  rendered  that  out  of  the  question.  After  hearing  my 
views  as  to  the  terms  on  which  I  would  be  willing  to  go  to  Washing- 
Um  to  ascertain  what  could  be  done,  these  gentlemen  left  and  that 
was  the  last  I  heard  of  the  transaction  until  I  learned  that  an  ar- 
langement  had  been  effected,  with  which  I  was  in  no  way  concerned, 
for  the  renewal  of  the  charter  upon  the  conditions  set  forth  in  the 
letter  signed  by  the  officers  of  the  bank,  which  has,  I  understand, 
been  put  into  the  record. 

I  had  never  seen  the  letter.  It  had  never  been  submitted  to  me.  I 
had  never  known  how  it  was  brought  about,  or  anything  concerning 
it.     I  had  simply  washed  my  hands  of  the  whole  business. 

In  my  judgment  Mr.  Hogan  wholly  misapprehends  the  scope  of  the 
proceedings  before  Judge  McCoy  and  the  basis  of  his  decision. 
There  were  days  of  argument  before  Judge  McCoy  upon  the  facts, 
and  his  decision  was  a  complete  vindication  and  \'ictor3r  for  the 
Treasury  officials,  so  far  as  concerned  the  charges  made  against  them 
for  conspiracy  and  wrongdoing. 

The  bank  claimed  that  the  right  of  the  comptroller  to  require  regu- 
lar and  special  reports  affecting,  in  the  words  of  the  statute,  "the 
condition  of  the  bank,"  was  confined  to  its  financial  condition,  whilst 
the  Treiisurj'  officials  insisted  that  this  included  every  phase  of  the 
bank's  management;  and  it  had  been  so  construed  by  a  pi'evious 
Treasury  official. 

The  court  upheld  the  latter  contention,  and  decided  also  that  the 
comptroller  had  the  power  to  inflict  the  penalties  that  had  been  im- 
])osed  but  that  he  did  not  have  the  right  to  demand  that  the  informa- 
tion called  for  by  him  should  be  verified  under  the  oath  of  two  of  the 
officers  and  three  of  the  directx>rs  of  the  bank,  as  had  been  demanded, 
but  that  he  should  only  have  reouired  it  to  be  verified  by  two  of  the 
officers  and  attested  by  three  ot  the  directoi^s.  It  was  solely  upon 
that  purely  technical  ground  that  the  imposition  of  the  $5,000 
penalty  was  decided  to  be  irregular. 

It  was  considered  of  the  utmost  im])ortance  by  everybody  con- 
nected with  the  Treasury  that  that  question  should  be  determined  as 
to  the  scope  of  the  power  of  the  comptroller,  as  to  whether  he  could 
make  these  demands  and  whether  he  could  impose  these  penalties,  the 
bank  contending  that  he  could  not  go  beyond  the  question  of  its  un- 
doubted solvency,  the  Treasury  contending  that  it  had  complete  domi- 
nation over  the  investigation  of  all  phases  of  the  management  of  the 
bank. 

Senator  Page.  Was  the  undoubted  solven(»y  of  the  Riggs  Bank  ever 
brought  in  question  ? 

Mr.  Untermyer.  Never,  by  anybody.  It  was  not  onlv  solvent  but 
for  its  size  was  one  of  the  very  prosperous  institutions  oi  the  country, 
liut  if,  as  I  say,  you  are  going  to  have  one  rule  for  a  prosperous  bank 
and  another  rule  for  a  struggling  bank,  the  comptroller  will  become 
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the  judge  of  what  banks  he  shall  bring  within  the  law  and  what  banks 
he  shall  not  bring  within  the  law,  and  he  ought  not  to  have  any  such 
power.     It  should  be  his  duty  to  enforce  the  law  against  all  banks. 

Mr.  Hogan  was  also,  I  think,  inaccurate  in  his  statement  that  the 
preliminary  application  was  not  decided  by  Judge  McCoy  for  more 
than  one  year  after  it  was  submitted.  In  point  of  fact,  in  its  essen- 
tial features,  it  was  decided  at  the  close  of  the  argument  in  an  oral 
opinion  which  was  later  supplemented  by  the  lengthy  opinion  that 
is  in  the  record. 

The  conspiracy  charge  was  exploited  and  answered  at  great  length 
upon  the  argument  and  in  the  lengthy  affidavits  and  exhibits  that 
were  submitted,  and  the  judge  then  held  that  the  action  of  the  Treas- 
ury officials  was  not  malicious  or  the  result  of  a  conspiracy  as  had 
been  charged ;  that  the  malice,  if  any,  was  rather  the  other  way ;  and 
that  the  officials  would  have  been  derelict  in  their  duty  if  they  had 
done  otherwise  than  they  did. 

The  Chairman.  Mr.  Untermyer,  that  record  will  speak  for  itself. 

Mr.  Untermyer.  I  am  not  going  any  further  into  it.  That  is  the 
way  I  read  it. 

Senator  Fletcher.  In  that  decision  of  the  court,*  Mr.  Untermyer, 
did  not  the  court  hold  that  the  comptroller  required  the  affidavit  of 
the  president  and  cashier,  whereas  the  statute  said  president  or 
cashier  ? 

Mr.  Untermyer.  I  do  not  think  so.  I  think  it  held  that  it  re- 
quired affidavits,  as  I  remember  it,  of  two  officers  but  that  it  did  not 
require  the  affidavits  of  three  directors.  All  these  returns  had  been 
made,  imtil  this  one  was  finally  refused  by  the  bank,  under  the  affi- 
davits of  all  these  five  people,  fis  I  recall  it,  and  .my  recollection  is 
that  the  court  held  that  it  required  the  affidavits  of  only  two  of  the 
officers,  and  to  be  attested  only  by  three  of  the  directors.  I  think 
that  is  right.     I  m^  be  wrong  about  that.    It  is  a  long  time. 

Mr.  Williams.  Here  is  the  decision. 

Mr.  Untermyer.  Yes ;  I  think  you  are  right,  Senator  Fletcher,  now 
that  I  recall  it.  I  think  the  statute  required  the  president  or  the 
cashier.  You  see,  it  is  four  years  and  more  since  I  have  looked  at 
anv  of  these  records,  and  I  think  I  am  wrong  about  that. 

May  I  ask,  Mr.  Chairman,  whether  the  affidavits  which  were  used 
by  the  Treasury  officials  are  made  part  of  this  record  ? 

The  Chairman.  I  think  some  of  them. 

Mr.  Untermyer.  I  mean  Mr.  McAdoo's  affidavit  and  Mr.  Wil- 
liams's affidavit? 

The  Chair^ian.  I  think  Mr.  Williams  put  in  Mr.  McAdoo's  affi- 
davit. 

Mr.  Untermyer.  I  have  just  been  shown  the  Kiggs  Bank  decision, 
upon  page  144 

Senator  Henderson.  Page  144  of  what? 

Mr.  Untermyer.  I  think  it  is  your  record.  [After  consultation 
with  Mr.  Williams :]  No ;  pages  144  of  the  report  of  the  comptroller 
of  1916. 

The  Chairman.  Tliat,  as  I  understand  it,  does  not  pretend  to  be  a 
verbatim  report  of  the  record  but  rather  the  comptroller's  opinion. 
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Mr.  Untermyer.  I  understood  it  was  a  digest  by  the  Department 
of  Justice.  I  think  it  was  made  by  the  Department  or  Justice. 
Ground  20  reads: 

As  to  the  merits  of  the  case,  the  single  point  on  which  the  court  finds  against 
the  defendant  is  the  following :  That  tlio  comptroller  in  making  his  demand  of 
January*  22,  1915,  for  the  Si)ecial  rt^i>ort  calle<l  for.  ri>quired  that  it  should  be 
made  under  the  oath  of  the  president,  cashier,  and  three  named  officers  and 
directors,  whereas  the  statute,  section  5211,  only  required  that  the  report  be 
sworn  to  by  the  president  or  cashier  and  attested  by  the  signatures  of  at  least 
thrt»e  of  the  directors.  The  court  said :  **  Therefore,  it  must  be  held  in  this 
case  tliat  the  comptroller,  having  called  for  a  report  not  verified  and  attested 
as  provided  In  the  statute,  did  not  place  himself  in  a  position  where  ho  could 
lawfully  ass<»ss  a  penalty  for  a  failure  to  comply  with  a  demand  which  he 
made." 

The  recital  by  Mr.  Hogan  of  the  stormy  interview  in  Mr.  McAdoo^s 
office,  in  which  the  latter  is  claimed  to  have  threatened  and  assailed 
Messrs.  Ailes  and  Glover,  which  is  found  on  pages  35  and  36  of  Mr. 
Hogan's  testimony,  is,  if  I  may  say  so,  disingenuous.  It  is  not  a  re- 
cital of  the  facts  as  they  were  found  by  the  court,  but  of  the  allega- 
tions of  the  bank's  complaint,  and  Mr.  iFIogan,  as  it  seems  to  me,  pos- 
sibly inadvertently,  failed  to  make  mention  of  the  significant  fact  that 
both  Messrs.  McAdoo  and  Williams  filed  affidavits  denying  the  state- 
ments which  Mr.  Ilogan  in  his  testimony  assumes  as  proven  facts  in 
the  contiovers3%  giving  their  version  of  the  interview  and  putting  a 
ver}^  (lilferent  api)earance  upon  the  entire  transaction,  which,  if  true, 
shows  that  the  officers  of  the  bank  were  the  aggressors  and  that  the 
Treasury  officials  were  doing  no  more  than  their  duty. 

I  assume  that  since  it  appears  that  the  Riggs  Bank  controversy  is 
being  tried  over  again  here,  the  record  contains  the  affidavits  of 
Messrs.  McAdoo  arid  Williams  in  opposition  to  the  statement  of  Mr. 
Hogan  on  that  subject. 

The  Chairman.  They  are  both  in  the  record. 

Mr.  Untei{myer.  I  tnink  I  should  call  the  attention  of  the  com- 
mittee to  the  following  testimony  on  page  99: 

Seuntor  Fkelingiiiysen.  Is  there  anything  in  the  rt^cord  which  shows  undue 
favoritism  by  previous  adniinistratitms  to  the  Uij,j?s  Bank  or  any  other  bnnk? 
Mr.  Ho(;an.  There  is  not. 

Mr.  Hogan  is  luistaken  as  to  this.  Attached  to  the  affidavit  of 
Mr.  McAdoo  in  the  equity  proceedings  are  two  exhibits,  one  showing 
the  (iovernment  deposits  with  the  Xational  City  Bank,  month  by 
month  and  year  by  year,  beginning  in  1894  and  ending  in  1912. 

The  CiiAiKMAX.  1  will  sav,  Mr.  TTntermver,  that  that  has  been 
gone  into  very  thoroughl}'  and  that  the  comptroller  put  into  the  rec- 
ord just  what  the  deposits  were  for  a  long  series  of  years. 

Mr.  Untermyer.  Then  that  saves  me,  fortunately,  the  necessity  of 
going  into  that. 

In  conclusion,  permit  me  to  say  that  I  greatly  regret  the  perpetua- 
tion of  this  controversy  on  the  part  of  Mr.  Hogan  against  Mr.  Wil- 
liams, and  believe  it  tx)  be  most  unjust.  Mr.  Hogan  has  doubtless 
suffered  great  agony  of  mind,  more  particularly  because  of  the  affi- 
davit for  which  he  was  responsible  and  which  may  account  for  his 
bitterness.  To  my  mind,  Mr.  Williams  showed  great  breadth  and 
magnanimity  in  deciding  to  extend  the  charter  of  the  bank.  I  doubt 
whether  I  would  have  done  so  upon  the  facts,  as  I  know  them  to  exist, 
if  I  had  been  Comptroller  of  the  Currency,  or  that  any  stranger  to 
whom  that  record  was  submitted  would  have  felt  justified  in  extend- 
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ing  the  charter  unless  the  men  who  were  responsible  for  the  offenses 
against  the  banking  law  were  retired  from  the  management. 

After  the  bank  had  brought  its  suit  and  before  it  came  into  court, 
I  exercised  every  resource  in  the  effort  to  secure  its  settlement,  with- 
out it  being  brought  into  court.  I  spent  days  in  that.  After  it  had 
been  argued,  my  connection  with  it  ended,  but  upon  the  urging  of 
those  repi-esenting  the  officers  of  the  bank  I  interceded  in  a  purely 
friendly  spirit  and  without  retainer  or  compensation  in  the  renewed 
effort  to  end  the  controversy. 

The  Chairman.  Mr.  Untermyer,  you  were  counsel  for  Mr.  Wil- 
liams in  the  equity  suit? 

Mr.  Untermyer.  Only  in  the  way  I  have  expla^ined.  I  did  not 
regard  myself  as  representing  Mr.  Williams,  any  more  than  the 
Attorney  General  represented  Mr.  Williams.  I  was  a  special  assis- 
tant to  the  Department  of  Justice,  paid  by  the  Department  of  Jus- 
tice, paid  by  nobody  else,  under  duty  to  nobody  else.  These  officials 
had  been  attacked  in  their  official  capacity.  They  were  entitled  to 
be  defended  by  the  Department  of  Justice. 

The  Chairman.  As  he  was  immediately  the  defenchtlit  in  the 
equity  suit,  you  probably  had  occasion  to  consult  wi^-him  fre- 
quently about  these  matters? 

Mr.  Untermyer.  Very  little,  except  when  the  affidavit-^was  being 
drawn  in  the  equity  suit.  T  drew  Mr.  McAdoo's  affidavit  myself. 
I  did  not,  as  I  remember,  draw  Mr.  Williams's  affidavift^^  You  see, 
Mr.  Brandeis  had  been  in  this  matter  before  I  came  into'nt.  He  had 
been  advising  Mr.  Williams. 

The  Chairman.  Ypu  did  have  some  conversation  with  Mr.  Wil- 
liams about  this  case,  probably  ? 

Mr.  Untermyer.  On,  yes;  certainly. 

The  Chairman.  Did  you  discuss  with  him  the  criminal  proceed- 
ings? 

Mr.  Untermyer.  No,  sir. 

The  Chairman.  That  subject  was  never  mentioned? 

Mr.  Untermyer.  I  do  not  recall  ever  having  discussed  the  crimi- 
nal  proceedings  with  Mr.  Williams.  I  discussed  it  with  the  Depart- 
ment of  Justice. 

The  Chairman.  Did  you  ever  state  to  Mr.  Williams  your  view 
with  regard  to  that? 

Mr.  IJntermyer.  I  do  not  think  I  did.  I  did  not  understand  that 
Mr.  Williams  had  anything  to  do  with  it.  Mr.  Gregory  was  simply 
wild  about  this  thing.  We  came  back  from  the  hearing  that  d!ay, 
after  that  affidavit  had  been  read  into  the  record  in  which  it  was 
stated  that  if  there  were  any  entries  on  Lewis  Johnson  &  Co.'s  books, 
transactions  with  the  Riggs  Bank,  they  were  fictitious,  and  he  was 
in  a  terrible  rage  about  it. 

The  Chairman.  You  know  what  the  comptroller's  view  was  with 
regard  to  the  criminal  proceedings? 

Mr.  Untermyer.  I  do  not  think  T  do,  so  far  as  I  recall,  Mr.  Chair- 
man. I  did  not  think  I  had  anything  to  do  with  it  or  with  him. 
My  connection  ceased  when  Judge  McCoy 

The  Chairman.  Yes;  but  the  subject  was  brought  up.  You  and 
Mr.  Cromwell  and  Mr.  Hogan — ^I  did  not  know  but  in  view  of  these 
repeated  conversations  with  coimsel  for  the  other  side  bearing  spe- 
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cially  upon  this  subject  of  the  criminal  proceeding  you  might  havt 
discussed  it  with  Mr.  Williams 

Mr.  Untermyer,  It  may  be,  Mr.  Chairman. 

The  Chairman  (continuing).  And  expressed  your  view  to  him. 

Mr.  Untermyer.  It  may  be,  Mr.  Chairman,  but  I  do  not  recall 
having  done  so.  There  were  a  good  many  things  in  connection  with 
this  transaction  that  I  did  not  recall  when  I  first  saw  Mr.  Hogan's 
testimony.  The  whole  thing  had  faded  from  my  memory,  and  I  had 
to  rake  it  up  and  refresh  my  mind  and  have  my  son  talk  with  Mr. 
Cromwell,  and  in  that  way  bring  the  picture  back  to  mjr  mind. 

The  Chairman.  The  civil  suit  was  still  in  court  until  some  time 
after  the  criminal  prosecution  was  brought  and  the  verdict  of  the 
jury  acquitting  the  defendants  was  reached? 

Mr.  Untermyer.  It  was  nominally  in  court,  but  it  had  been  ef- 
fectually determined.  Although  there  had  been  no  final  decree,  still 
you  know.  Senator,  that  in  an  action  the  basis  of  which  is  injunction, 
when  you  have  tried  it  out  upon  the  preliminary  application  and  the 
affidavits  and  the  injunction  is  denied,  there  is  as  a  rule  very  little 
left  to  be  tried,  because  the  questions  of  law  are  pretty  well  covered 
by  the  determination  on  the  application.  I  consider  that  the  case  was 
not  in  court  except  in  a  nominal  way.  They  could  not  have  succeeded 
after  that  dex!ision,  and  in  the  light  of  that  decision  unless  it  was 
i*eveiWd  on  appeal. 

The  C-hairman.  In  your  conversation  with  Mr.  Darlington  in 'New 
York  in  regard  to  this  matter  the  withdrawal  of  the  suit  was  one  of 
the  inipoitant  conditions,  was  it  not? 

Mr.  Untermyer.  Well,  I  think  you  are  assuming  that,  Mr.  Chair- 
man. Perhaps  Mr.  Darlington  said  that.  My  recollection  is  this: 
When  the  question  came  up  of  the  appeal  to  me  to  see  whether  I 
could  aid  in  getting  the  charter  renewed,  of  course  the  charter  could 
not  be  renewed  while  the  bank  was  defying  the  power  of  the  comp- 
troller to  call  for  reports.  That  was  the  question.  If  the  bank  was 
insisting  upon  refusing  reports  while  the  court  had  held  that  the 
comptrolle?"  had  the  power,  the  comptroller  could  not  renew  the 
charter.  That  question  had  to  be  gotten  out  of  the  way  in  some  way. 
It  eitlier  had  to  be  tried  or  the  suit  had  to  be  dismissed. 

The  Chairman.  Obviously. 

Mr.  Untermyer.  Yes.    That  was  a  logical  situation,  was  it  not? 

The  Chairman.  Ilie  comptroller  was  anxious  to  have  the  suit  dis- 
missed for  the  same  reason,  was  he  not? 

Mr.  Untermyer.  I  do  not  think  that  is  (luite  a  just  assumption, 
Mr.  Chairman. 

The  Chairman.  Did  you  not  have  conversations  with  the  comp- 
troller in  regard  to  the  importance  of  having  this  suit  withdrawn? 

Mr.  ITntermyer.  No,  sir.  I  never  talked  with  him,  as  far  as 
I  recall,  about  that  subject  at  all.  Eemembcr  this  appeal  was  made 
to  me.  I  did  not  go  to  somebody  else.  I  was  not  acting  in  anv  pix)- 
fessional  wav.  Nobody  was  paying  me;  nobody  was  suggesting  it. 
I  would  not  nave  taken  pay.  They  were  appealing  to  nie  to  see  what 
I  could  do,  and  everybody  understood  that  it  was  a  foregone  conclu- 
sion that  the  case  would  either  have  to  bo  tried  or  Judge  McCoy 
would  have  to  be  reversed  in  his  view  of  the  law  as  to  the  powers  of 
the  comptroller  before  the  charter  could  be  renewed. 
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The  Chairman.  You  do  not  know  who  suggested  this  meeting  in 
New  York  to  Mr.  Darlington  ? 

Mr.  Untermyer,  I  do  not  know.  I  must  have  known  at  the  time ; 
but  I  do  not  know.    I  do  not  recall. 

The  Chairman.  I  think  that  is  all. 

Senator  Fi^etcher.  In  the  conversation  at  the  Shoreham,  M». 
Untermyer,  Mr.  Hogan.  says  that  the  suhsitance  of  that  statement 
was  that  the  easy  way  out  of  the  thing  in  order  to  save  the  bank  and 
let  it  go  along  and  fulfill  its  functions  and  prevent  any  indictments 
was  to  drop  the  indictment  if  these  four  gentlemen  would  sacrifice 
themselves.    That  is,  Glover,  Ailes,  and  the  two  Flathers. 

Mr.  Untermiter.  Yes;  I  think  I  have  answered  that.  Senator 
Fletcher.  My  recollection  is  entirely  at  variance  with  Mr.  Hogan's. 
I  suppose  you  know  that  two  people,  however  honest  their  intentions 
may  be,  rarely  agree  about  either  something  that  they  have  seen  or  a 
conversation  after  a  lapse  of  years.  Mr.  Hogan  says  that  his  uieai- 
ory  was  rather  hazy  about  it,  although  he  has  a  marvelous  memory. 

Senator  Fletcher.  Were  you  in  a  position  to  assure  Mr.  Hogan 
at  that  time  that  there  would  be  no  more  talk  of  indictment  and  no 
indictment  would  be  brought  if  that  was  done? 

Mr.  Untermyer.  I  had  not  any  sort  of  power  and  did  not  assume 
to  exercise  any  sort  of  power.    I  was  not  representing  anybody. 

Senator  Fletcher.  In  regard  to  the  Uniontown  National  Bank, 
Mr.  Jones  testified 

Mr.  Untermyer.  In  regard  to  what.  Senator? 

Senator  Fletcher.  The  Uniontown  National  Bank.  Mr.  Jones 
testified  with  reference  to  that.  Do  you  know  Mr.  Jones  who  testi- 
fied in  that  matter? 

Mr.  Untermyer.  I  have  met  him  once,  I  think. 

Senator  Fletcher.  He  said  something  about  a  conversation  had 
in  your  oflSce  in  New  York.  Whom  did  you  represent  in  that  con- 
nection ? 

Mr.  Untermyer.  I  did  represent  and  am  still  representing  a*com- 
mittee  of  creditors  of  the  Uniontown  Bank,  of  whom  there  are  about 
2,000,  having  claims  to  the  extent  of  about  $15,000,000.  They  con- 
stitute, I  thmk,  al)out  95  per  cent  of  all  the  creditors,  unsecured 
creditors,  of  the  bank,  and  I  went  down  to  Uniontown  to  :ict  for 
them,  because  the  whole  of  Uniontown  was  in  bankruptcy  as  a  result 
of  Mr.  Thompson's  pyramiding  transactions,  and  the  Diort5]:agees 
were  about  selling  these  vast  c(xjil  deposits  that  were  said  (o  be  Nvorth 
fifty  of  sixty  millions  of  dollars,  and  the  creditors  were  about  being 
wiped  out,  and  a  committee  of  bankers  and  creditors  came  to  New 
York  and  begged  me  to  go  down  there  and  see  what  I  could  do  to 
save  the  situation.  I  went  down  and  had  this  committee  of  bankers 
organized,  which  I  still  represent,  and  we  have  succeeded  in  stop- 
ping the  sales  of  most  of  the  properties.  We  have  made  a  private 
sale,  which  is  about  to  go  through  and  by  which  ""he  ci-editors  will 
all  iret  the  ?:nb=^tantial  part  of  their  money;  but  that  bns  been  a  Mriig- 
glo  of  five  years. 

I  thmk  Mr.  Jones  is  mistaken  as  to  what  took  place  there.  1  think 
he  referred  to  the  sale  of  the  bank  building,  did  he  not? 

Senator  Fletcher.  He  was  testifying  about  that,  and  indicated 
that  there  was  some  sort  of  a  conspiracy  to  sacrifice  that  for  the 
interests  of  scniebody  outside. 
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The  Chairman.  I  would  say,  as  one  member  of  the  committee, 

that  I  do  111  t  think  it  is  necessary  to  go  into  that  unless  you  want  to. 

Mr.  UNTER7riYE«.  The  bank  building,  I  ihom^ht,  bi-cught  a  |)reity 

f^KKl  sum.  We  were  fearing  that  it  would  only  bring  $500,000.  biW 
think  it  brought  $700,000,  did  it  not?  I  do  think  that  Mr.  Wil- 
liams was  a  little  unfortunate  in  the  selection  of  his  receiver,  but  the 
complaint  as  to  the  management  of  the  estate  comes  from  only  a  few 
scattenng  creditors.  It  does  not  come  from  the  creditors'  committee, 
who  are  the  people  who  are  mainly  concerned,  becavise  they  have 
made  no  complaint.  When  I  heard  of  this  I  wrote  to  one  of  the 
trustees  in  bankruptcy.  I  have  a  letter  from  him  on  the  subject.  I 
do  not  think  there  is  any  just  ground  for  complaint  as  to  the  amount 
that  the  bank  building  brought. 

The  Chairman.  In  what  respect  was  he  unfortunate  in  the  choice 
of  a  receiver? 

Mr.  Untermver.  The  receiver  seenib  to  have  antagonized  a  good 
many  people  down  in  that  section,  and,  I  think,  unnecessarily  so.  I 
have  criticized  the  receiver.  I  do  not  think  it  is  j)OSsible,  unless  a 
man  is  infallible,  always  to  select  the  ideal  receiver  for  a  failed 
bank.  He  must  get  the  material  which  he  thinks  best  fitted  to  his 
purpose. 

Is  that  all,  Mr.  Chairman  ? 

The  Chairman.  Just  one  question  more,  referring  back  to  the 
other  matter:  I  assume  that  you  did  consider  yourself  as  counsel  for 
the  respondent  in  the  civil  proceeding  until  it  was  ultimately  with- 
drawn or  dismissed? 

Mr.  Untermyer.  No.  I  consider  the  civil  proceeding  ended  when 
Judge  McCoy  decided  it,  because  for  all  practical  purposes  and 
intents,  it  was  ended,  and  I  was  going  away  and  I  had  aischarged 
my  mind  of  it.  Mr.  McAdoo  had  been  charged  with  a  conspiracy. 
If  what  the  complaint  said  was  true,  or  a  fraction  of  it  was  true, 
these  people  were  unfit  to  be  public  officials.  He  had  been  not  only 
vindicated,  which  was  the  thing  in  which  I  was  interested,  but  the 
suit  had  been  shown  to  be  a  grossly  groundless  and  malicious  suit. 

The  Chairman.  Assume  that  an  appeal  had  been  taken  in  some 
way  and  the  case  had  been  reviewed 

Mr.  Untermyer.  I  suppose  I  would  have  been  retained  again, 
probably. 

The  Chairman.  Again? 

Mr.  Untermyer.  I  assume  so. 

The  Chairman.  Do  you  think  any  other  retainer  necessarv? 

Mr.  Untermyer.  Yes.  I  had  been  brought  down  there  ^or  the 
purpose  of  arguing  that  application. 

The  Chairman.  In  the  meantime  were  you  counsel  for  the  Treas- 
ury Department  in  any  way? 

Mr.  Unterm^-er.  No.  I  never  represented  the  Treasury  Depart- 
ment in  any  of  its  afTairs  except  in  one  case  in  which  I  was  the  con- 
sulting counsel  with  Mr. — what  is  his  name,  Mr.  Williams,  your 
coimsel,  who  had  cliarge  of  most  of  those  cases  in  New  York? — ^Mr. 
Gibbony.  I  think  I  performed  some  services  in  connection  with  liti- 
gation in  an  advisory  capacity  and  was  paid  $1,500  for  it. 

The  Chairman.  Do  vou  remember  when  you  received  compensa- 
tion in  that  civil  case,  ii  you  received  any? 
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Mr.  Untermyer.  Oh,  I  did.  The  Attorney  General  insisted  on  my 
taking  it.  My  recollection  is  that  I  received  a  thousand  dollars  very 
shortly  after  the  argument,  And  I  think  $4,000  a  little  later 

The  Chairman.  I  am  not  asking  you  to  give  the  amount,  Mr. 
Untermyer. 

Mr.  IJntermyer.  I  have  no  objection  to  stating  it. 

The  Chairman.  When  were  you  paid  in  full? 

Mr.  Untermyer.  Sir? 

The  Chairman.  When  did  you  receive  the  last  payment? 

Mr.  Untermyer.  I  do  not  remember. 

The  Chairman.  Was  it  after  Mr.  Darlington 

Mr.  Untermyer.  Oh,  I  do  not  think  so.  I  was  simply  paid  for  mv 
appearance  hei-e  before  Judge  McCoy  and  my  services  in  the  civil 
proceeding.    That  is  all  I  had  to  do  with  it. 

Is  that  all? 

The  Chairman.  Unless  some  other  member  of  the  committee  de- 
sires to  ask  a  question,  that  is  all,  Mr.  Untermyer. 

Mr.  ITntermyer.  Thank  you. 

(The  witness  was  thereupon  excused.) 

Tlie  Chairman.  Mr.  Williams,  do  you  desire  to  go  on  this  morn- 
ing? 

Mr.  Williams.  If  the  committee  please. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS— Besumed. 

Mr.  Wiu.iAMS.  Mr.  Chairman  and  gentlemen,  at  Saturday's  hear- 
ing I  described  the  conditions  which  existed  at  the  time  of  the  be- 
ginning of  the  controversy  as  set  by  Mr.  Hogan.  He  has  three  or 
four  times  in  his  testimony  mentioned  June  9  as  the  date  of  the  be-  • 
ginning  of  the  controversy.  I  have  called  your  attention  to  the  fact 
that  it  was  on  that  day  that  tire  comptroller  received  the  report  from 
the  national-bank  examiner  expressing  the  attitude  of  defiance  which 
had  been  adopted  by  three  or  four  of  the  officers  of  the  Riggs  Bank; 
their  contemptuous  references  to  the  comptroller;  their  declaration 
that  "  we  will  have  the  comptroller  into  court  in  a  minute  ";  the  fur- 
ther statement — I  think  it  was  made  by  the  particular  officer  who  was 
required  to  leave  the  bank  at  the  time  of  the  perjury  trial,  Mr.  H.  H. 
Flather — to  his  cashier  to  the  effect  that  "  the  comptroller  can  go  to 

• 

As  I  conducted  my  investigations  I  Ixicame  more  and  more  im- 
pi'essed  with  jthe  fact  that  there  must  be  some  very  strong  motives 
with  those  officei-s,  or  with  some  of  them,  for  refusing  to  give  what 
seemed  to  me  to  be  information  which  a  bank  should  willingly  and 
cheerfully  and  frankly  give  to  the  comptroller. 

This  particular  officer,  as  I  have  stated,  who  used  the  strong  lan- 
guage mentioned,  was  subsequently  found  to  be  guilty  of  swindling 
operations  upon  the  customers  and  clients  of  wie  Riggs  National 
Bank.  In  other  words,  the  testimony  and  evidence,  as  the  district 
attorney  has  shown  you  and  as  Mr.  Untermyer  has  told  you,  show 
that  the  cashier  of  the  bank  who  had  a  private  wire  at  his  desk  con- 
necting the  stock-brokerage  office  was  systematically  defrauding  the 
bank's  customers  who  gave  orders  for  the  purchase  and  sale  of  bonds 
and  stocks,  and  that  he  was,  to  use  Mr.  Untermyer's  expression, 
pocketing  those  profits  himself. 

14483^—19 42 
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I  do  not  know  whether  Mr.  Untermyer  made  it  entirely  clear  to 
you  as  to  how  those  operations  were  carried  on,  and  I  will  take  the 
liberty  of  ilhistratinc  once  more.    - 

John  Smith  would  go  to  the  bank  and  order  100  shares  of  steel, 
we  will  say,  to  be  bought  at  60.    An  order  would  be  put  in  for  the 

Ijurchase  of  100  shares  of  steel  at  60.  It  would  be  entered  in  the 
)ank's  order  book  for  bonds  and  stocks;  although  the  bank  claims 
not  to  have  been  doing  a  stock-brokerage  business  it  had  a  lar^  book 
with  the  name  "  Riggs  National  Bank  ^  in  big  letters  on  the  back  in 
which  it  entered  as  many  of  the  orders  which  it  received  as  it  cared  to 
enter.  I  do  not  know  how  fully  and  completely  those  orders  were 
entered  in  that  book.  Then  they  were  given  to  the  stock  broker  in 
Washington  or  New  York  for  execution. 

To  refer  back  to  this  illustration,  wc  will  say  that  the  order  was 
received  from  John  Smith  for  the  100  shares  of  steel  at  60  or  at 
market,  we  will  say,  stock  then  selling  at  about  60.  The  stock  goes 
up  to  61.  The  brokerage  firm  reports  to  the  Riggs  National  Bank, 
"We  have  bought  your  100  shares  at  60  and  it  is  now  selling  at  61. 
It  has  advanced  1  j>er  cent  since  we  have  bought." 

Mr.  Flather  omits  to  notify-  his  customer  that  the  stock  has  been 
bought  at  00,  and  he  telephones  or  telegraphs  to  the  broker,  "  Sell 
that  100  shai-es  of  stock  that  you  have  just  bought  at  60,  at  61,  which 
is  the  present  market  pi'ice." 

The  bank  sells  the  stock  at  61  and  there  is  a  profit  of  $100.  Mr. 
P^'lathcr  tells  the  brokers,  "  give  me  that  profit  of  $100  and  I  will  go 
and  buy  another  100  shares  of  stoi'k  for  Mr.  John  Smith." 

The  broker  buys  the  stock  at  61^  and  John  Smith  pays  61|  for  his 
100  shares  of  steel  which  had  really  been  bought  on  nis  order  at  60. 
The  difference  between  the  60,  the  price  at  which  the  stock  was  actu- 
ally bought  on  the  strength  of  the  order  given  by  the  bank  to  the 
broker,  and  61^,  the  i)rice  to  which  the  stock  had  advanced,  is  divided 
up  in  this  way:  One  hundred  dollars  of  it-goes  to  Flather 's  pocket. 
The  otlier  one-half  per  cent  is  simply  an  extra  cost  which  the  cus- 
tomer has  to  .stand  because  of  the  advanced  market  and  of  the 
refusal  of  the  hank  to  give  him  the  benefit  of  the  purchase  which  had 
really  been  made  on  his  order  at  60  in  the  morning. 

The  district  attornev,  T  think,  has  referred  to  those  transactions  of 
that  character.  Mr.  Jesse  Adkins  has  explained  them  in  some  detail, 
and  Mr.  TTntermyer  has  also  advised  you  of  tlie  evidence  which  left 
no  doubt  whatsoever  as  to  the  fact  that  those  swindling  oi>erations 
were  going  on  by  the  bank  in  the  name  of  its  cashier,  and,  as  far  as 
we  know,  for  the  benefit  of  that  cashier. 

As  to  whether  any  of  the  other  officers  participated  in  those  ti'ans- 
actions,  I  think  Mr.  Untermyer  has  stated  that  there  wa^s  no  eWdence 
presented  which  implicated  the  other  officials  in  thos^  particular 
transactions. 

Senator  Henderson.  Were  those  transactions  going  on  in   1914* 
when  you  became  comi)t roller? 

Mr.  Williams.  I  understand  they  had  been  going  on  for  several 
years. 

Senator  Henderson.  Upon  an  investigation  did  you  find  that  such 
transactions  were  being  carried  on  in  1914  ? 

Mr.  Williams.  The  affidavit  which  has  been  filed  in  the  record 
here  shows  the  date  of  a  number  of  them  which  were  developed  and 
wrought  to  light.    They  were  very  circumstantial. 


NOMINATION   OF  JOHN  SKELTON   WILXJAMS.  657 

The  Chairman.  I  would  say,  Senator  Henderson,  that  the  district 
attorney  and  the  assistant  attorney  both  testified  in  regard  to  that 
matter  and,  I  think,  introduced  the  reports  of  the— — 

Mr.  WiLUAMs.  The  affidavit. 

The  Chairman.  The  affidavit  with  regard  to  it. 

Mr.  Williams.  They  were  established  beyond  doubt. 

The  Chairman.  And  I  understand  now  that  Mr.  Williams  is  tes- 
tifying from  the  knowledge 

Mr.  Williams.  From  uie  examiner's  report  and  the  testimony 
which  has  already  been  made  a  part  of  the  record. 

The  Chairman.  From  the  testimony  which  has  been  put  into  the 
I'ecord. 

Mr.  Williams.  I  mention  that  as  showing  the  demoralizing  con- 
ditions which  existed  in  the  bank,  and  that  was  one  of  the  many 
evidences  of  the  irref^ularities  and  the  unlawful  practices  which 
were  unearthed  and  which  were  unearthed  with  great  difficulty  be- 
cause of  the  refusal,  and  the  reticense  of  the  officers  to  give  the 
information  called  for  and,  later  on,  they  fell  down  upon  the  plea 
that  to  testify  would  incriminate  them,  and  under  advice  of  Mr. 
Hogan  himself  one  or  more  of  these  witnesses  were  directed  not  to 
answer  questions  asked  by  the  national  bank  examiner. 

As  I  stated  on  Saturday,  if  there  was  any  officer  or  responsible 
head  of  department  of  the  bank  who  was  not  borrowing  the  bank's 
funds,  I  do  not  know  who  it  was.  I  am  referring,  now,  to  the  re- 
ports which  were  made  by  the  national  bank  exammers  for  a  period 
of  years.  I  do  not  mean  to  say  that  every  clerk  was  borrowing 
money  for  that  whole  time,  but  I  do  ask  your  especial  attention,  as 
an  illustration,  to  the  list  which  was  presented  to  this  committee 
on  Saturday,  where  I  think  two  vice  presidents,  four  or  five  tellers, 
and  bookkeepers,  and  thirty-three  or  thirty-four  other  officers  and 
clerks  were  all  borrowing  the  bank's  funds  on  bonds  and  stocks  or 
real  estate  for  one  cause  or  another ;  and  the  bank  examiner — I  think 
it  was  Mr.  Eeeves,  to  whom  Mr.  Hogan  has  referred — emphasized 
the  fact  that  the  Flathers  were  speculating  and  borrowing  and  spec- 
ulating the  bank's  funds  on  speculative  securities.  He  called  especial 
attention  to  the  fact  that  those  responsible  officers  were  using  the 
bank's  funds  in  their  speculations. 

That  is  the  atmosphere,  gentlemen,  which  existed  when  we  en- 
deavored to  get  the  information  which  I  thought  would  be  furnished 
instantly  and  without  the  slightest  hesitation  by  any  responsible 
bank  officer  who  realized  his  duties  and  responsibilities.  It  was  be- 
cause of  their  twisting  and  turning  and  side-stepping  and  ducking 
and  dodging  these  very  simple  questions  that  we  found  it  necessary  to 
have  counsel  prepare  interrogatories  which  we  submitted  to  them, 
making  the  questions  as  categorical  as  we  could,  so  as  to  prevent  them 
from  evading  them;  but  even  then  we  were  unsuccessful,  and  we 
had  to  send  letter  after  letter  in  order  to  get  information  which 
should  have  been  furnished  at  the  first  request. 

I  have  shown  you  that  although  this  correspondence  went  on  for 
approximately  8  or  10  months  there  were  comparatively  few  sub- 

S'ects  which  occasioned  the  correspondence  or  which  were  dealt  with, 
)ut  these  few  subjects  would  each  involve  numerous  letters  before  we 
could  get  an  intelligent  answer. 

I  have  explained  the  request  made  by  them  in  August,  1914,  that 
we  should  print  a  million  dollars  of  additional  currency  for  the  bank, 
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and  of  the  tedious  and  annoying  correspondence  which  ensued  be- 
cause of  their  evasions  and  what  seemed  to  us  to  be  unfair  portions 
taken  on  that  subject  which  did  not  seem  to  be  at  the  start  so  impor- 
tant. 

The  main  subject  of  the  controversy  was  the  stock  market  of)era- 
tions  conducted  by  the  bank  for  this  large  number  of  customers  and 
clients  who  were  speculating  in  the  market.  I  explained  to  you,  Mr. 
Chairman,  at  Saturday's  meeting,  when  there  were  very  few  Sena- 
tors present,  and  it  has  gone  into  the  record,  why  I  made  these  in- 
quiries as  to  the  bank  balances.  I  will  not  take  up  the  time  of  the 
committee  in  going  into  it  any  further,  but  I  will  simply  make  the 
vcrv  brief  statement  that  Mr.  Hogan's  claim  or  allegation  that  my 
motive  there  was  to  induce  the  bank  to  carry  what  he  described  as 
compensating  balances  is  wholly  fallacious.  The  action  of  the  depart- 
ment was  not  prompted  by  any  such  thought  or  desire.  It  w^as  simply 
to  ascertain  how  far  the  bank's  six  or  seven  millions  of  dollars  of 
funds  on  l)onds  and  stocks  were  being  used  for  the  purpose  of  ena- 
bling the  officers  to  get  the  commissions.  I  explained  that  the  offi- 
cers had  expressly  informed  the  bank  examiners  in  May  that  those 
commissions  all  came  to  the  bank's  officers,  and  not  to  the  bank. 

The  Chairman.  May  of  what  year? 

Mr.  Williams.  May,  1914.  Mr.  Hogan  had  stated  that  the  exam- 
iners and  the  department  all  knew  the  precise  conditions  under 
which  the  brokerages  were  obtained  and  disposed  of,  but  the  state- 
ment made  by  the  three  officers  to  the  bank  examiner  was  in  direct 
contradiction  of  tlie  statements  which  the  same  officers  had  made  to 
other  examinei*s  a  year  or  more  before.  The  Treasury  was  in  a  quan- 
dary to  know  what  the  real  facts  were  as  to  the  brokerage  business 
and  how  these  commissions  weiv  disposed  of,  and  a  large  part  of  the 
correspondence  at  that  time  witli  the  bank  was  in  the  effort  to  get  the 
l)ottom  facts  in  regard  to  those  stock  dealings  which  were  being  facil- 
itated by  the  three  private  wires  which  were  running  into  the  bank's 
executive  offices,  and  it  was  their  refusal  to  inform  the  Treasury 
frankly  and  clearly  on  that  subject  that  brought  about  the  oral  ex- 
aminations of  these  same  officers  bv  the  national-bank  examiners  in 
January,  1915. 

At  tliis  afternoon's  hearing  I  shall  ask  your  permission  to  read  into 
the  testimony  the  statements  made  at  that  time  by  those  officers  in 
regaid  to  that  account;  but  Mr.  Untermyer  has  stated  so  very  clearly 
the  ethics  of  the  situation  and  the  inexcusable  irregularities  which  had 
been  discovered  and  the  very  grave  dangers  whicli  threatened  the  bank, 
because  of  these  operations,  that  I  hardly  think  it  would  l>e  worth  while 
for  me  to  enlarge  upon  that  to  any  gi'eat  extent  now  except  to  say  that 
those  very  conditions  which  I  discovered  in  the  Riggs  Bank — the  ma- 
iiil)ulati()n  of  the  bank's  funds  for  the  benefit  of  its  officer  and  for 
speculative  ventures — have  been  the  most  fruitful  source  of  failures 
among  national  banks  in  the  past;  and  I  w^ant  to  repeat  and  reaffirm 
here,  Mr.  Chairman  and  gentlemen,  the  statement  which  I  made  at 
the  February  hearings,  that  I  consider  that  the  action  which  the 
Treasury  Department  took  shortly  before  the  outbreak  of  the  war  in 
stopping  those  operations  and  those  irregular  transactions  by  the 
bank's  officers  or  by  the  bank  has  been  one  of  the  most  beneficial 
things — has  been  probably  the  best  thing  that  has  ever  happened  for 
the  stockholders  and  depositors  of  the  Riggs  National  BanK. 
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I  shall  present  to  you  figures  presently  which  will  show  you  thai, 
while  for  a  period  of  10  years,  up  to  the  time  that  the  Treasury 
began  tliese  investigations,  the  Ki^gs  National  Bank  had  shown  little 
or  no  growth  in  resources  and  in  deposits,  a  very  small  increase,  per- 
haps 15  or  20  per  cent,  something  of  that  sort,  maybe,  and  I  desire 
to  comment  on  that.  In  my  judgment  the  omission  of  the  bank  to 
grow  more  rapidly  than  it  did  in  those  10  years  was  due  largely  to 
the  fact  that  the  energies  and  attention  and  activities  of  the  officers 
of  the  bank  and  its  personnel,  from  top  to  bottom,  were  more  di- 
rected toward  stock-market  operations  than  toward  the  administra- 
tion of  the  affairs  of  the  bank  as  a  commercial  institution.  In  sup- 
port of  that  suggestion  I  point  out  that  when  these  stock-market 
operations  were  required  to  cease  and  when  the  officers  of  the  bank 
were  required  to  give  their  undivided  attention  to  the  real  interests 
of  the  bank,  its  resources  and  deposits  have  grown  rapidly,  indicat- 
ing an  increased  confidence  in  the  stability  of  the  institution  on  the 
part  of  the  public  as  a  result  of  the  supervision  and  regulations  of 
the  Treasury  Department,  and  that  these  resources,  which  in  the 
previous  10  veal's  had  scarcely  grown  at  all  or  grown  to  a  very  small 
ercentage,  have,  since  the  Treasury's  efforts  to  purify  and  cleanse, 
he  bank  of  these  irregular  and  unlawful  operations,  practically 
doubled  or  grown  aproximately  100  per  cent. 

I  think  fliat  is  another  illustration  of  the  truth  of  Benjamin 
Franklin's  maxim  that  "  Honesty  is  the  best  policy." 

I  would  like  to  lay  before  you,  Mr.  Chairman  and  gentlemen,  this 
copy  of  the  Lammond  affidavit.  I  think  the  Lammond  affidavit  is  in 
the  hearings,  but  to  this  is  attached  the  forms  and  orders,  and  the 
checks  and  notices  which  passed  between  the  Riggs  National  Bank 
and  the  firm  of  Lewis  Johnson  &  Co.  The  bank^  officers  had  testi- 
fied that  the  bank  had  not  bought  and  sold  stocks  to  Lewis  Johnson 
&  Co.      We  found  thousands  of  cases  of  transactions  of  that  kind. 

The  Chairman.  Do  you  want  that  affidavit  reprinted  in  connection 
with  this  statement? 

Mr.  Williams.  No,  sir;  I  do  not;  it  is  printed  at  the  end  of  Mr: 
Hogan's  testimony,  I  think,  but  it  would  be  well  to  print  these  forms 
and  notices  and  copies  of  checks  which  closed  transactions.  If  you 
desire  it,  I  should  be  very  glad  to  furnish  them  for  printing. 

The  Chairman.  That  is  a  question  for  you  to  decide,  Mr.  Williania; 
If  you  ask  that  they  be  put  in,  I  suppose  there  will  be  no  objection  to 
having  them  printed. 

Senator  Fletcher.  That  affidavit  has  certain  exhibits  attached. 
It  says : 

I  attach  hereto,  marked  "  D,"  "  I':-2,"  "  E,"  *' E-1."  and  **  E-2,"  copies  of  the 
sales  slips,  reports  of  sales  to  the  bank,  and  checks  for  the  proceeds  of  sales, 
respectively,  on  two  other  transactions  of  a  similar  character. 

It  might  be  well  to  mark  them  according  to  the  marking  in  the 
affidavit  in  the  record.  7 

Mr.  WiLLL\Ms.  Very  well;  I  will  do  that  by  permission  of  the 
committee. 

Senator  Henderson.  Are  you  starting  on  a  new  subject  now  ? 

Mr.  WiixiAMS.  Yes,  sir. 

Senator  Henderson.  Will  it  take  long?  It  is  nearly  10  minutes 
of  12. 

Mr.  Williams.  No,  sir:  it  will  not  take  long.  1  just  want  to  mhr 
mit  my  comments  upon  Mr.  Darlington's  testimony  in  a  few  respects^ 
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Only  because  of  your  courteous  admonition,  Mr.  Chairman,  that 
I  should  take  pains  to  deny  everj'  allegation  that  might  seem  to  be 
or  might  be  construed  by  any  member  of  the  committee  as  material, 
I  call  attention  to  these  matters  that  I  do  not  regard  as  material,'but 
which,  rather  than  to  run  the  risk  of  being  criticized  for  refusing  to 
answer,  I  will  conmient  upon. 

On  page  166  Mr.  Darlington  says : 

We  \ver(»  iuformed  that  the  comptroller  held  that  he  <*ould  not  renew  the 
charter  without  such  an  examination. 

That  is  practically  correct,  that  the  bank  had  to  be  examined  before 
the  chaiter  could  be  renewed.  But  he  follows  that  the  statement  that 
"  althougli  the  bank  had  been  in  the  hands  of  the  comptroller  and  his 
officials  daily  for  more  than  a  year,  and  we  thought  he  knew  all  about 
the  bank."  Mr.  Darlington  is  mistaken  in  that  respect.  The  exam- 
inei's  had  not  been  in  the  bank  for  a  year.  They  had  been  there 
fi'om  time  to  time  during  the  year,  but  not  continuously,  and  it  was 
necessary  in  accordance  with  the  invariable  custom  of  the  comp- 
troller's office  to  have  a  bank  examined  shortly  before  the  comptroller 
acts  upon  the  renewal  of  its  chai'ter. 

Mr.  Darlington,  on  page  167,  says  in  reply  to  a  question  of  Senator 
Henderson : 

Senat(»r  Hkndkrson.  It  is  on  page  309.  I  think,  in  the  record.  The  agreement 
of  June  21  in  signed  by  aU  the  officers  and  directors  of  the  Riggs  National 
Bank. 

Mr.  Darun(jton.  Yes.  I  tried  very  hard  to  have  the  condition  withdrawn 
that  the  equity  suit  should  be  dismissed. 

I  hope  that  Mr.  Unterinyer  has  covered  that  point  sufficiently  in 
his  statement  befoi'e  your  committee  this  morning. 

It  was  obviously  impracticable  or  highly  iinderisable  to  expect  the 
comptroller  to  give  favorable  consideration  for  the  application  for 
the  renewal  of  the  charter  for  that  bank  when  the  bank  still  con- 
tended and  was  standing  upon  the  position  that  it  would  not  famish 
reports  as  to  its  condition  which  the  comptroller  thought  essential 
or  necessary  for  a  correct  understanding  of  its  affairs  and  general 
condition.  If  the  Riggs  Bank  had  said,  "We  disagree  with  the 
decisicm  of  Justice  McCoy  that  your  reports  have  all  been  properly 
called  for  and  we  think  that  Judge  McCoy  has  made  a  mistake,  and 
we  will  not  send  you  these  reports,  and  we  will  not  let  you  know 
anything  about  our  business  except  what  we  think  you  ought  to 
know,"  I  hardly  think  that  any  member  of  this  committee  would 
expect  the  comptroller  to  renew  the  charter  for  the  bank  under 
those  conditions.  I  think  Mr.  Untermyer  has  made  the  reason  for 
that  veiy  clear. 

Senator  FiiETCHER.  No  matter  how  solvent  it  might  be? 

Mr.  WiLMAMS.  No  matter  how  solvent  it  might  be.  It  might  be 
solvent  to-day  and  ruined  to-morrow.  We  have  had  many  cases  of 
banks  which  at  one  time  were  strong  and  solvent,  but  which  a  few 
months  later  had  gone  by  the  board  with  the  loss  of  thousands  of 
depositors. 

Senator  Henderson.  I  look  at  it  rather  in  the  light  that  as  to 
agi'eeing  with  you  to  comply  with  the  law  they  would  have  to  com- 
ply with  it  whether  it  was  an  agreement  or  not.  In  other  words, 
wfiatever  the  law  requires  in  regard  to  reports,  they  would  have  to 
make  them. 
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Mr.  Williams.  But  they  were  undertaking  to  construe  the  law 
for  themselves.  They  said,  "  We  will  not  accept  the  comptroller's 
conception  of  the  law,  but  we  will  do  what  in  our  judgment  the  laws 
says  we  ought  to  do." 

Senator  Henderson.  As  I  understand  it,  under  this  agreement 
they  are  expected  to  file  with  vou  any  report  that  you  called  for? 

Mr.  Williams.  Yes,  sir;  under  this  agreement  that  they  all  signed 
they  agreed  that  they  would  accept  as  final  Justice  McCfoy's  sweep- 
ing and  overwhelming  decision  of  the  comptroller's  powers,  saying 
that  every  requirement  which  had  been  made  had  been  properly 
made  and  that  the  comptroller  would  have  been  justified  in  assessing 
a  fine  for  every  refusal  on  the  part  of  the  bank  to  furnish  the  infor- 
mation called  for  in  each  one  of  these  reports. 

Senator  Fletcher.  In  other  words,  it  was  an  agi^eement  not 
merely  that  they  would  make  reports  in  accordance  with  the  law  but 
in  accordance  with  law  as  laid  down  by  this  decision  of  the  court? 

Mr.  Williams.  Exactly. 

I  call  your  attention  to  this  fact,  also,  that  if  the  bank  had  been 
unwilling  to  abide  by  the  law  or  to  accept  that  decision  as  final,  they 
had  the  alternative.  They  have  informed  your  committee  that  they 
had  already  obtained  a  State  charter  with  which  to  continue  their 
business.  They  have  informed  you  that  they  had  gone  so  far  as  to 
have  a  sign  painted  and  that  the  sign  was  ready  to  be  put  up  on  the 
front  of  the  adjoining  building  of  the  "  Kiggs  State  Ba»k,''  so  that 
there  could  have  been  no  danger  of  ruining  the  bank  because  of  its 
omission  or  refusal  to  accept  as  law  Justice  McCoy's  decision.  If 
they  had  been  unwilling  to  accept  that  decision,  why  did  they  go 
ahead  with  the  State  bank? 

The  Chairman.  Do  you  think  they  could  have  merged  into  a  State 
bank  without  any  injury  or  disadvantage? 

Mr.  Williams.  I  naturally  .think,  Mr.  Chairman  and  gentlemen, 
that  the  national  banks  have  advantages 

The  Chairman.  Yes. 

Mr.  Williams  (continuing).  But,  at  the  same  time,  I  call  your 
attention  respectfully  to  the  fact  that  thete  are  exclusive  State  banks 
in  this  district.  The  principal  stockholders  of  the  Riggs  National 
B^nk  are  also  still  larger  stockholders,  some  of  them,  in  a  State  insti- 
tution adjoining  the  Riggs  National  Bank — ^the  American  Security 
&  Trust  Co.,  which  has  been  a  successful  State  banking  institution. 
One  or  more  of  the  principal  officers  of  the  Ri^gs  Bank  to-day  have 
lar^r  financial  interests  in  that  State  institution  next  door  than  in 
their  own  bank ;  and  I  think  that  condition  existed  at  the  time  of  the 
renewal  of  the  charter  and  for  several  years  previously. 

The  time  that  Mr.  Darlington  took  up  in  discussing  the  question 
as  to  whether  or  not  the  charter  should  be  renewed  and  the  question 
as  to  whether  stamps  should  be  put  on  seems  to  me  to  be  too  trivial 
to  be  commented  on.  It  seems  to  me  he  was  pretty  hard  up  if  he  had 
to  take  up  the  time  of  the  committee  on  that,  especially  wnen  he  no- 
tified you  in  the  same  breath  that  the  comptroller  had  stated  that 
those  little  irregularities  would  not  be  allowed  to  interfere  with  the 
renewal  of  the  charter,  and  he  might  consider  that  thej'  had  been 
corrected. 

Mr.  Darlington  says  on  page  169  that  there  never  had  been  an  in- 
vestment made  in  stocks  by  tne  bank  since  its  creation.    He  goes  on 
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and  says  that  they  inherited  from  the  old  concern  some  stocks,  and 
that  some  of  those  stocks  were  of  very  slow  liquidation;  it  took  a 
lonp  time  to  get  rid  of  them. 

I  do  not  think  that  statement  ought  to  be  permitted  to  stand  just 
as  it  is  made  there.  As  a  matter  of  fact,  the  records  indicate  that 
there  were  stocks  bought  from  time  to  time,  and  I  call  your  especial 
attention  to  the  transaction  which  I  pointed  out  a  few  days  a^, 
where,  after  10  years  or  more  of  criticism,  the  comptroller  had  said, 
"  You  must  sell  these  stocks;  you  must  get  rid  of  thenu"  He  says 
they  were  slow  in  disposing  ox  them.  It  is  absurd  to  suggest  that 
they  could  not  have  disposed  of  them  in  10  years.  But  at  the  end  of 
10  years,  after  receiving  numerous  criticisms  and  statements  that 
they  must  dispose  of  them,  they  said,  "  We  have  sold  all  our  stocks. 
The  few  that  are  left  we  expect  to  get  rid  of  shortly."  Tliat  was 
signed  by  the  officers  and  directors. 

When  I  call  vour  attention  to  that  incident  I  take  occasion  to  sav 
that  the  officers  of  the  bank,  or  some  of  them,  were  deceiving  the 
directors  in  getting  them  to  sign  that  statement,  because  I  believe 
there  are  men  on  that  board  who  would  not  have  signed  a  false  or 
inaccurate  or  misleading  statement  like  that-  How  had  they  sold 
them?  They  had  not  sold  them  at  all.  They  transferred  tliein  to 
one  of  the  dummies  in  the  bank,  a  dummy  clerk,  and  this  dummy 
clerk  had  given  his  note  as  collateral.  When  the  com'ptroller  wroti 
to  thcni  antl  said,  "  You  said  you  had  sold  your  stocks,  but  you  did 
nothing  of  the  sort.  Thev  are  carried  bv  a  duinniv,  and  vou  must 
get  rid  of  them  in  good  faith,"  then  they  carried  them  back  to  the 
bank,  carried  the  transaction  which  had  be^n  standing  for  months 
and  months  until  discovered  by  the  examiner,  and  then  later  on.  in- 
stead of  selling  the  stocks  as  they  should  have  done  in  good  faith, 
they  disposed  of  them  into  the  Flather  account,  which  was  another 
dummy  account  and  which  was  really  the  bank's  own  property,  as 
has  been  pointed  out  fre(|uently  in  these  hearings. 

I  wish  to  make  that  comment  upon  Mr.  Darlington's  statement 
which,  I  think,  he  made  rather  carelessly.  I  am  not  willing  t-o  think 
that  Mr.  Darlington  would  have  attempted  to  mislead  the  committee 
in  that  respect,  and  I  do  not  believe  that  he  knew  of  this  incident 
when  he  made  that  statement  to  you.  The  stocks  couhl  have  been 
sold  in  a  month  or  a  week  or  a  day,  but  the  bank  took  18  years  to 
sell  them  and  were  carrying  them  under  all  sorts  of  cover  in  the 
meanwhile.  Mr.  Darlington  has  very  frankly  stated,  on  page  1G9, 
in  connection  with  the  delay  in  bringing  the  perjui*y  suit,  that  the 
docket  was  badly  congested,  as  it  always  is,  and  he  pointed  out  to 
you  that  the  district  attorney  had  stated  as  reason  for  the  delay  in 
bringing  the  perjury  case  that  the  district  attorney  had  said  that 
there  were  men  in  jail  who  had  not  been  tried  and  wiio  could  not 
get  bail,  and  he  thought  they  ought  to  be  brouglit  up  fii^st. 

Shall  we  adjourn  now.  Mr.  Chairman? 

The  Chaihmax.  Mr.  Williams,  do  a'ou  intend  to  occupy  the  whole 
after.ioon? 

Mr.  WnxiAMS.  Possibly,  with  your  permission. 

The  CiiAiKMAN.  Suppose  we  take  a  recess  until  2.30. 

Senator  Henderson.  Before  we  adjourn,  Mr.  Chairman,  I  would 
like  the  record  to  show  that  there  are  a  nunil^r  of  members  of  the 
committee  absent  and  that  their  absence  is  unavoidable.  Take,  for 
instance,   Senators   Hitchcock   and   Pomerene.     They   are  on   the 
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Foreign  Relations  Committee,  and  they  are  having  hearings  daily 
and  they  can  not  attend  these  hearings.  There  are  other  members  of 
this  committee  who  have  other  very  important  hearings,  and  I  would 
like  the  record  to  show  the  reasons  for  their  absence. 

(Whereupon,  at  12  o'clock  noon,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 

AI-TERNOON   SESSION. 

The  committee  met,  pursuant  to  adjournment,  at  2.30  o'clock  p.  m. 
STATEMENT  OF  HON.  JOHN  SKELTON  WILUAKS— Continued. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  have  alluded  be- 
fore to  the  confused  and  contradictoiT  statements,  which  met  me  at 
every  turn,  when  I  tried  to  find  out  how  the  Riggs  Bank  was  con- 
ducting its  stock-brokerage  business,  and  how  the  profits  were  going. 
I  read  you,  a  day  or  two  ago,  an  affidavit  from  the  national-bank  ex- 
aminers relative  to  the  statements  which  had  been  made  to  them  by 
the  officers  of  the  Riggs  National  Bank  as  to  their  personal  earnings 
from  those  commissions  and  profits.  I  think  that  letter  of  the  comp- 
troller, if  I  remember  correctly,  was  dated  June  9,  1914,  the  date 
on  which  Mr.  Hogan  has  repeatedly  said  this  controversy  began. 
I  now  wish  to  ask  your  attention  to  a  communication  with  the  presi- 
dent, vice  president,  and  cashier  of  the  Riggs  Bank  addressed,  on 
June  18,  1914,  to  the  board  of  directors  of  the  Riggs  National  Bank, 
and  I  ask  that  the  letter  be  included  in  the  record. 

(The  letter  is  as  follows:) 

The  Riggs  National  Bank, 

Washington,  D,  C.  June  18, 1914, 

To  THK  ROAKI)  OF  DTRErTORS, 

OF  THE  Riggs  National  Bank, 

Washington,  D,  C. 

Gentlemen  :  There  Is  an  account  on  your  books  entitled  W.  J.  and  H.  BT. 
Flather,  the  cash  balance  now  to  the  credit  of  which  Is  $503.98,  and  the  follow- 
ing investment  securities  which  have  been  purchased  from  time  to  time  with 
money  withdrawn  from  this  account  and  another  account,  entitled  Charles  C. 
Glover  and  William  J.  Flather,  are  now  in  the  bank  vault,  viz : 

Promissory  notes  of: 

D.  W.  and  E.  A.  Manners $500,  5  per  cent,  due  Dec.  10,  1915. 

Charles  S.   Rice 1,250,  5  per  cent,  due  Apr.  20,  19i6. 

James  H.  Hensley 500,  5  per  cent,  due  May  14,  1915. 

Walker  and  Johnson 5,000,  5  per  cent,  due  Apr.  23,  1919. 

Walker  and  Johnson 5,000,  5  per  cent,  due  Oct.  23.  1919. 

.Tohn  Taylor  Arms 2,  500,  5  per  cent,  due  May  19,  1915. 

M.  W.  and  Walter  S.  Abraham 1,000,  5  per  cent,  due  Apr.  30,  1917. 

James  H.  Hensley 1, 000,  5  per  cent,  due  May  14,  1916. 

James  L.  Puph 1,500,  5  per  cent,  due  May  26,  1917. 

D.  E.  Rogers 1,7.50,  5  per  cent,  due  May  20,  1915. 

Charles  S.  Rice 1,2.50,  5  per  cent,  due  Apr.  20,  1916. 

Solomon  Minster 1,000,  5  per  cent,  due  Oct.  25,  1914. 

Hy.  S.  Graham  et  al 1,000,  5  per  cent,  due  June    3,  1916. 

J.  AupTUstus  Taylor  et  al 8.50,  5*  percent,  due  I>ee.  20,  1916. 

Florida  Yulee  NefP 2,000,  5  per  cent,  due  Jan.     6,  1916. 

Ix)uisa  S.  Randall 1,  500,  5  per  cent,  due  July     2,  1916. 

Alexander  G.  Bentley 6,000,  5  per  cent,  due  Nov.    2,  1914. 

Sanner  and  Hill 2,500.  5  per  cent,  due  Mar.  26,  1917. 

Robert  L.  Preston 1.000,  5  per  cent,  due  Nov.  29,  1914. 

John  Taylor  Arms 1,000,  5  per  cent,  due  May  19,  1915. 

88,100 
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Stocks : 

42  8haivs  Renl  Esthte  Title  Insurnnoo  Co. 
1,757  shares  Cnluniblu  Title  Insiirniiee  Co. 
25  shnres  Ainerlcnn  iiraph<»i)hone  (\».  coniinon. 

During  tlie  partnorslilp  of  UIk^  &  Co.,  It  was  customary  for  one  or  more  of 
Its  members  to  assist  its  customers  to  make  Investments,  receivinf^  <!ertiiln  com- 
pensation by  way  of  (H)mnilKsions  therefor,  which  compensation  was  at  flr« 
cre<Iited  to  the  (*onimission  a(*count  on  the  l>ooks  of  the  firm  and  Inter  tranit- 
ferrwl  to  the  cre<lit  of  the  profit  and  loss  a<'count  of  the  partnership.  After  the 
incorporation  of  the  Tilfiufi  National  Bank  such  l)uslness  was  continued  to  bp 
done  hy  certain  of  the  ofiicers  of  the  hank  actinf;  In  their  individual  oapadtlps. 
and  sums  recelve<l  hy  way  of  compensjitlon  on  actrount  of  such  transactions  vrerp 
passed  to  the  cnMllt  ut  the  accounts  on  the  i>ooks  of  this  banku  entitled  "Chas. 
r.  r.lover  and  Wni.  J.  Flather."  and  "  W.  J.  Flatlier  and  H.  H.  Flather," 
which  accounts  c<miTnonly  have  been  and  are  referred  to  as  the  "  Glover  and 
Flather  "  and  the  **  Flat  her  and  Flat  her  "  aci^amts. 

The  existence  of  thes<»  aciH»unts  and  the  character  of  the  transactions  which 
tlie  entries  not<»<l  th(»n»in  were  Intendrsl  to  cviden<f».  hiivo  bc*n  nn*lo  known  fn 
ever>'  bank  examiner  who  ha«l  examined  Jind  n»iM)rU'<l  u|Hm  the  !>nnk*s  cf»ndition. 
and  likewise  hns  l>een  ninde  known  to  tlie  su<*cessive  Conipti*ollers  of  the  Cur- 
rency and  some,  if  not  all,  of  the  Swretarh^  of  the  Treasury  in  ofR<*e  since 
1900,  with  th(»  exception  of  the  prt^sent  Incumbent,  havinjj  been  personally  In- 
formed of  the  pnictlcc*  of  the  bank  offlc^^rs  In  this  repard  and  no  objection  has 
at  any  time  b<»en  nuide  to  their  continuing  the  same. 

On  April  17.  11)14.  the  account — Clms.  <\  (Jlover  and  Wm.  J.  Fljither— for 
purjwses  of  convenience,  was  close<l  out  and  Its  credits  of  every  sort  wen* 
transferred  to  the  crwlit  of  the  account — W.  J.  and  II.  11.  Flather. 

Whether  the  officers  of  the  bank,  who  In  their  individual  capacities  rendered 
the  services  which  produced  the  revenues  which  passed  to  tiie  credit  of  the 
above  account  were  entitled  to  receive  and  n'taln  such  revenues  for  their 
personal  benefit  Is  not  material,  for  no  one  of  them  has  ever  claimed  or  hsLH 
ever  intended  to  claim  or  has  ever  retained  or  ever  exi)ected  to  retain  any  part 
of  such  revenues  for  his  personal  benefit.  From  time  to  time  various  aroount^ 
have  been  withdrawn  from  each  of  said  accounts  and  used  for  the  benefit 
of  the  bank,  and  from  time  to  time  sums  have  bec»n  withdrawn  from  t^ch  of 
said  accounts  and  directly  passed  to  the  cnnllt  of  the  profit-and-loss  account 
of  the  bank. 

These  facts  arc  each  and  all  doubtless  perfectly  well  known  to  you,  bm 
we  make  this  statement  at  the  present  time  in  view  of  the  commuuicationA 
referring  to  the  peneral  subject  lately  received  from  the  Comptroller  of  the 
Currency  and  In  order  that  this  statement  may  be  made  of  record  In  the 
minutes  of  the  bank. 

Respectfully,  yours, 

Chas.  C.  Orx>vEB. 

Wm.  J.  Fl-ATHKR. 

Henry  H.  Flather. 

The  real  estate  loans  stated  above  wen*  taken  as  additional  coUntornl  for 
loans  previously  made,  the  preater  portion  of  which  is  secured  by  stocks  and 
were,  therefore,  reported  under  Sections  "  B  **  and  **  E." 

Aupust  13.  1914. 

Henry  H.  Flather,  Cash. 

That  was  nine  days,  apparently,  after  the  controversy  l)Ogan  in 
which  investigation  tlio  Treasury  was  earnestly  trying  to  find  out 
what  the  real  truth  was  in  regard  to  those  stock  and  real  estate 
operations,  and  it  appears  that  the  hank  officers  wanted  to  make 
some  record  with  regard  to  it  with  tlieir  hoard  of  directors.  Tlie 
statements  which  they  made  on  that  date  were  directly  contrary  to 
the  statements  which  they  had  made  ahout  a  month  he  fore  to  the 
national-hank  examiner,  as  certified  to  hy  the  examiner  and  the  as- 
sistant. 

Senator  Gronna.  Is  it  true  that  Flather  and  Flather  and  Mr. 
Glover  had  made  it  known  to  your  office  he  fore  that  loans  were 
made  to  these  people  and  the  pi-ofits  were  turned  over  to  the  hank? 
Is  that  a  matter  of  record  in  voiir  office? 
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Mr.  Williams.  The  record  is  full  of  contradictions  in  that  con- 
nection. I  ask  your  attention  to  a  report  made  by  Owen  T.  Reeves, 
the  national-bank  examiner  to  whom  Mr.  Hogan  has  frequently  re- 
ferred.   In  his  report  of  November  28,  1910,  Mr.  Beeves  states : 

A  commission  and  brokerage  business  is  carried  on  by  President  Glover  and 
Vice  President  Flather,  who  are  members  of  the  local  stock  exchange,  and  com- 
missions are  credited  to  deposit  account,  "C.  C.  Glover  and  W.  J.  Flather." 
Ck)mmissi()ns  received  through  the  placing  and  collection  of  real  estate  loans 
is  cre<lited  to  deposit  account,  "W.  J.  Flather  and  H.  H.  Flather."  At  inter- 
vals the  balances  in  both  the  accounts  are  wiped  out  by  investments  in  real 
estate  notes  which  I  understand  are  regarded  as  property  of  the  bank  and  not 
shown  by  the  books. 

That  is  the  statement  to  the  comptroller's  office  in  1910  by  Owen 
T.  Reeves,  who  has  here  been  referred  to  as  a  witness  for  Mr.  Glover 
and  Messrs.  Flather  in  the  perjury  suit. 

Senator  Gronna.  But  the  direct  statement  is  made  there,  Mr. 
Williams,  by  Glover  and  by  the  Flathers,  that  on  examination  of 
their  bank  the  examiners  had  been  permitted  to,  and  had,  examined 
these  books,  and  at  no  time  have  attempts  been  made  to  keep  it  away 
from  the  examiners;  that  the  books  themselves  show  these  trans- 
actions ;  and  of  course  if  a  thorough  examination  of  the  books  were 
made,  necessarily  the  examiner  must  have  been  able  to  discover  that 
the  facts  are  as  stated  by  Glover  and  Messrs.  Flather. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  think  those  state- 
ments made  by  Examiner  Reeves  seem  to  be  quite  clear.  Whether  or 
not  they  are  accurate,  I  think  they  seem  to  be  clBar.  I  do  not  think 
they  are  capable  of  a  double  meaning. 

As  I  understand,  you  raised  the  point  as  to  whether  that  was  true, 
whether  that  reflected  conditions. 

Senator  Gronna.  Mr.  Reeves  does  not  seem  to  deny  it. 

Mr.  Williams.  I  call  your  attention  for  a  moment  to  the  fact  that 
this  statement  to  tlie  board  of  directors  on  the  18th  denied  that  the 
earnings  of  the  bank  at  any  time,  from  these  commissions  and  brok- 
erages, had  gone  to  the  officers  of  the  bank.  But  I  will  show  you  that 
about  a  month  after  that  Mr.  Glover  wrote  his  letter  stating  that  he 
was  mistaken  in  saying  that  the  officers  had  at  no  time  received  those 
profits,  but  that  the  firm  of  Glover,  Hyde,  Johnston,  and  others  had 
collected  these  brokerages  from  1897  to  May,  1902,  to  the  extent  of 
about  $46,000.  At  the  time  this  deliberate  statement  was  made  by 
those  three  officers  to  the  board  of  directors  of  the  bank,  that  collec- 
tion by  the  individuals  for  a  period  of  four  or  five  years  appears  to 
have  been  overlooked  by  the  officers,  and  not  reported  in  the  state- 
ment. 

The  Chairman.  Mr.  Glover  was  not  at  home  at  the  time,,  and  he 
explained  it;  his  son  was  sick  and  when  he  got  back  he  reviewed  the 
correspondence  and  refreshed  his  recollection,  and  wrote  you  in  re- 
gard to  it. 

Mr.  Williams.  T  am  not  speaking  of  his  letter  to  me  in  which  he 
made  that  declaration.  I  am  referring  to  something  which  has  per- 
haps not  been  brought  to  your  attention  before,  and  that  is  a  letter 
by  Mr.  Glover  and  the  vice  president  and  cashier  of  the  bank,  written 
on  June  18  to  the  board  oi  directors  to  get  on  the  records  this  fact. 
I  do  not  think  that  has  been  brought  into  the  record  before,  show- 
ing that  it  was  a  very  d[eliberate  statement,  prepared  for  their  board 
of  directors. 
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I  now  ask  your  attention  to  my  letter  to  the  Ri^gs  National  Bank 
of  April  5,  1915,  in  volume  2  of  the  correspondence  with  the  bank^ 
on  page  187.  I  refer  to  the  fact  that  after  three  denials  by  an  officer 
or  officers  of  the  bank  that  they  had  received  these  commissions,  they 
now  admit  that  they  had  received  some  $46,000  for  a  period  of  four 
or  five  years,  and  after  quoting  the  exact  record,  I  say : 

Comment  by  this  office  at  this  time  seems  to  be  snperfluous. 

I  then  go  on  and  say : 

The  firm  of  "  Glover,  Hyde,  Johnston,  and  others,"  whose  paid-up  capital 
Mr.  Glover  says  was  $30,000,  appears  to  have  conducted  its  business  at  the 
office  of  the  Ri{?P<  National  Bank,  and  to  have  j^athered  in  and  divided  among 
its  members  more  than  $46,000  of  commissions  or  profits  in  these  five  and  one- 
half  years ;  but  they  seem  to  have  evaded  during  the  entire  period  they  were 
conducting  the  business  the  payment  of  the  license  taxes  required  by  the  laws 
of  the  District. 

It  is  significant  that  "  Glover  and  Flather  "  and  "  Flather  and  Flather  "  were 
equally  forgetful  as  to  the  payment  of  license  taxes  in  connection  with  the 
large  real  estate  commissions  which  they  collected,  although  Mr.  Glover  and  the 
Messrs.  Flather  both  claim  to  have  paid  the  income  taxes,  including  these 
earnings  in  their  personal  returns. 

It  is,  of  course,  impossible  to  detennine  what  eventually  would  have  beconivi 
of  the  funds  accumulated  to  the  credit  of  "  Glover  and  Flather  "  and  "  Flather 
and  Flather,"  had  it  not  been  for  the  investigations  which  have  been  recently 
conducted. 

I  ask  your  special  attention  to  that  feature  of  the  case.  [Con- 
tinuing reading:] 

The  following  extracts  from  the  testimony  given  under  oath  by  the  bank*8 
officers  will  show  the  nature  and  status  of  the  account  known  as  "  Glover  and 
Flather  "  to  which  the  sum  of  $56,918.54  had  been  improperly  credited,  and  a 
somewhat  similar  account  carried  on  the  books  of  the  bank  known  as  "  Flather 
and  Flather": 

Mr.  C.  C.  Glover,  the  president  of  the  bank,  was  l>eing  examined  under  oath 
by  the  national  bank  examiner  on  January  6,  1015.  There  were  present  the 
counsel  for  the  bank,  Mr.  Bailey  and  Mr.  McKenney.  President  C.  C.  Glover, 
Vice  President  M.  B.  Ailes,  and  Cashier  H.  H.  Flather.  Mr.  McKenney  was 
counsel  for  the  bank  and  also  a  director. 

The  examiner  read  to  Mr.  Glover  an  extract  from  a  report  made  by  a  national 
bank  examiner  to  the  comptroller's  office  on  November  28,  1910,  on  the  "  Glover 
and  Flather  "  account,  as  follows : 

This  extract  whicli  was  then  read  was  the  extract  which  I  read  to 
you  from  Mr.  Owen  T.  Reeves's  report  a  few  moments  ago.  It  is  as 
follows : 

At  intervals  the  balance  in  both  accounts  [meaning  Glover  and  Flatlier  and 
Flather  and  Flather]  are  wiped  out  by  investment  in  real  estate  notes,  which  I 
understand  was  regarded  as  property  of  the  bank  not  shown  by  the  boolcs. 

The  examiner  asked : 

Is  that  a  correct  statement? 

The  national  bank  examiner  asks  Mr.  Glover  if  that  statement  in 
regard  to  the  status  of  the  Glover  and  Flather  and  Flather  and 
Flather  accounts  was  a  correct  statement.  Mr.  Hogan,  in  his  testi- 
mony, has  been  insisting  that  the  whole  thing  was  correctly  stated 
by  the  examiners  to  the  department,  especially  by  Mr.  Owen  T. 
Eeeves;  that  he  was  the  man  who  made  the  statements  as  clear  as 
the  midday  sun.    Here  is  Mr.  (i lover's  answer: 

Mr.  Glover.  No,  sir ;  it  is  an  absolutely  incorrect  statement,  we  never  claimed 
that  this  money  belonged  to  the  bank  until  we  chose  to  dispose  of  it. 
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That  statement  of  Mr.  Reeves,  which  Mr.  Hogan  has  so  com- 
mended as  setting  forth  the  exact  truth,  Mr.  Glover  says  is  an  abso- 
lutely incorrect  statement.  I  say,  gentlemen,  that  these  inconsisten- 
cies and  contradictory  statements  meeting  us  at  every  torn  were  the 
cause  of  a  great  deal  of  the  trouble  we  have  had  in  this-  whole  con- 
troversy, direct  contradictions  of  the  officers  of  the  bank  themselves 
from  day  to  day. 

Senator  Gronna.  Of  course,  at  that  time,  Mr.  Williams,  it  was 
suggested  at  least  that  this  bank  should  lose  its  charter. 

Mr.  Williams.  This  was  before  the  action  began.  Senator,  before 
the  suits  began,  before  any  of  the  suits  began. 

Senator  Gronna.  This  testimony  was  taken  in  19 

Mr.  Williams  (interrupting).  In  January,  1915,  before  there  were 
any  suits.  The  suit  was  begun  in  April,  1915,  and  this  was  three 
months  earlier. 

Senator  Fletcher.  Before  they  had  applied  for  an  extension  of 
charter? 

Mr.  Williams.  Yes;  before  they  had  applied  for  a  charter  at  all. 
The  charter  did  not  expire  until  18  months  later. 

Senator  Gronna.  Wliat  I  was  going  to  call  jour  attention  to,  Mr. 
Comptroller,  was  this :  Naturally,  if  thev  applied  to  have  their  char- 
ter renewed  they  would  be  anxious  to  snow  that  the  bank  had  com- 
mitted no  violation  of  law.  Technically,  it  would  be  a  violation  of 
law  to  say  that  this  money  belonged  to  the  bank,  because  under  the 
law  and  under  the  rulings  of  your  office  national  banks  are  not  per- 
mitted to  loan  money  on  real  estate,  or  to  transact  a  stock-brokerage 
business.  These  people  would  naturally  want  to  show  that  their 
bank,  or  the  officers  of  the  bank,  had  not  violated  the  law,  because 
if  they  had,  they  could  not  expect  to  be  granted  a  charter. 

Mr.  Williams.  I  am  sure  you  do  not  mean  to  suggest  that  they 
should  attempt  to  show  that  they  had  not  violated  the  law  if  they 
had  been  violating  the  law. 

Senator  Gronna.  No;  but  technically  he  is  correct  when  he  states 
that  this  profit  did  not  belong  to  the  bank  until  the  dividends  were 
declared,  which  were  all  the  time  paid  over  on  the  bank.  That  is 
technically  correct,  is  it  not? 

Mr.  Williams.  It  is  a  denial  of  the  correctness  of  the  statement 
of  the  bank  examiner  which  has  heretofore  been  pronounced  to  be 
exactly  correct  by  Mr.  Hogan  in  his  testimony,  apparently,  as  I 
understand  it.  Now,  Mr.  (Tlover  says  it  is  absolutely  incorrect.  I 
will  go  on : 

The  Examiner.  There  was  never  any  understanding  with  the  board  of 
directors? 

I  have  read  you  Mr.  Glover's  statement,  signed  by  Mr.  Glover 
and  the  two  Flathers,  as  to  how  thoroughly  the  boara  of  directors 
understood  the  whole  business.  Mr.  Glover  says,  "  Never."  He  con- 
tinues a  statement  which  is  not  material,  and  I  will  not  read  that  here. 
The  examiner  then  goes  on : 

Then  you  claim  that  you  never  have  derived  and  benefit,  never  intended,  and 
never  will  derive  anything  from  the  proceeds  of  thege  accounts? 

Senator  Gronna.  Who  asks  that  question? 

Mr.  Williams.  The  examiner.    Mr.  Glover  says : 

That  is  what- 


Mr.  McKennky.  One  minute.    •*  Never  will "  is  a  long  way  off. 
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Mr.  Gloveb.  I  have  a  perfect  right  to,  but  I  have  stated  I  never  have.  Yov 
are  correct  in  your  statement  that  I  made  such  a  statement  as  that. 

Mr.  Bailey.  Just  to  say  that  you  will,  of  course,  is  a  mere  matter  of  de- 
claring your  Intention. 

Examiner.  He  has  a  right  to  state  his  intention  under  oath. 

Mr.  Bailey.  And  would  have  a  perfect  right  to  change  that  without  violAt- 
ing  the  oath.  The  fact  that  he  lias  not  up  to  this,  and  the  fact  that  he  does  not 
now  intend  to,  are  questions  of  fact,  of  course.  As  to  whether  he  will  or 
not 

Mr.  Glover.  It  is  a  fact  that  the  money  in  that  account  belongs  to  the  three 
of  us. 

Mr.  McKenney.  And  it  is  subject  to  your  order  and  disposition. 

Mr.  Glover.  Yes;  it  is  subject  to  my  order  and  my  disposition,  and  those  of 
my  coowners. 

Examiner.  As  a  matter  of  fact,  was  it  not  always  understood  between  you 
and  the  directors  of  the  bank  that  all  the  profits  arising  from  these  trans- 
actions placed  in  these  accounts  were,  in  reality,  funds  of  the  bank,  and  that 
they  would  ultimately  be  transferred  to  profit  and  loss  or  some  ^milar  ac- 
count in  the  bank? 

The  examiner  asked  that  assuming  that  there  was  ground  for  the 
statements  which  had  been  made  oy  Mr.  Glover  and  the  other 
officers  of  the  bank,  that  a  national  bank  examiner  was  in,  made  ex- 
amination after  examination  and  reported  to  this  office,  and  when 
it  was  put  to  him  in  precisely  that  language,  what  does  Mr.  Glover 
say?  "Absolutely  no."  Wliere  are  we?  Gentlemen,  where  do  we 
stand?  What  should  we  think  with  that  directly  conflicting  testi- 
mony before  us?  We  just  did  not  know  who  was  telling  the  truth 
and  who  was  not. 

Senator  Gronna.  Does  it  show  anywhere  that  these  people  were 
conspiring  to  rob  the  bank  of  any  profits  ? 

Mr.  Williams.  We  were  trying  to  find  out  whether  they  were  or 
not,  gentlemen,  and  here  is  the  conflicting  testimony  that  is  offered. 

The  Chairman.  In  Mr.  Glover's  testimony  somewhere — I  do  not 
know  whether  it  is  in  this  connection — it  is  made  very  clear  that  for 
a  period  some  of  them  felt  that  these  profits  belonged  to  them- 
selves, but  that  they  had  decided  that  under  the  circumstances,  in 
the  nature  of  the  business  of  the  bank,  it  would  be  proper  in  the 
future  to  turn  the  profits  over  to  the  bank.  While  they  might  tech- 
nically claim  them,  they  decided  to  turn  them  over.  I  remember 
that  testimony  of  Mr.  Glover. 

Mr.  Williams.  Oh,  yes ;  you  can  remember  throughout  this  record 
testimony  directly  contradictory  to  testimony  given  before  by  the 
same  men. 

I  have  just  read  Mr.  Glover's  answer,  "Absolutely  no,"  denying  the 
correctness  of  the  statement  which  had  been  made  by  the  omcers  of 
the  bank  to  the  examiners,  and  reported  by  the  examiners  to  the 
comptroller's  office.    Then  Mr.  McKenney  says: 

Mr.  McKenney.  I  have  not  the  slightest  hesitation 

Mr.  Glover.  Many  of  the  directors  had  no  knowledge  whatever  of  the  char- 
acter of  this  account  at  all. 

That  is  Mr.  Glover's  testimony  on  January  15,  and  on  June  18, 
1914,  he  had  said  to  the  board  of  directors,  over  his  signature  and 
those  of  Mr.  William  J.  and  H.  H.  Flather : 

These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you. 

What  should  we  conclude  from  such  testimony  as  this?    I  go  on: 

Mr.  Qlover.  Many  of  the  directors  had  no  knowledge  whatever  of  the  char- 
ter of  this  account  at  alL 
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Mr.  McKenney.  I  venture  to  say  that  there  was  no  director  on  the  board, 
outside  of  the  oflBcers,  who  ever  knew  any  such  accounts  were  carried  on  the 
books.  I  have  been  a  director  since  January  1,  1910,  and  never  heard  of  the 
accounts  until  this  correspondence  began,  and  I  do  not  believe  that,  outside 
of  the  officers,  you  will  find  any  other  directors  on  this  board  who  know  any- 
thing about  it,  with  the  possible  exception 

It  is  SO  absurdly  contradictory  as  to  be  almost  amusing.  It  is  more 
tragic  than  amusing,  gentlemen.     [Continuing  reading:] 

Examiner.  You  make  that  statement  as  a  director  of  the  Riggs  National 
Bank? 

Mr.  McKennet.  I  say  that  as  a  director  of  the  Riggs  National  Bank,  and 
having  been  a  director  since  January  1,  1910,  I  never  heard  of  the  account  of 
either  Glover  and  Flather  or  Flather*and  Flather  up  to  the  time  of  this  cor- 
respondence beginning.    I  did  not  know  that  any  such  account  existed. 

Senator  Newberry.  What  is  the  date  you  think  he  refers  to  when 
he  says  the  date  of  this  cori^espondence- beginning.  The  correspond- 
ence began  with  the  letter  you  read  signed  hy  the  oflScers? 

Mr.  WiLUAMs.  Mr.  Hogan  has  reierred  to  the  beginning  of  the 
controversy  as  June  9,  1914.  Here  is  the  formal  letter  on  June  18, 
1914,  written  by  Mr.  Glover  and  the  two  Flathers,  endeavoring  to 
make  the  Glover  and  Flather  and  the  Flather  and  Flather  accounts 
a  matter  of  record,  and  takes  pains  to  say : 

These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you. 

Senator  Fletcher.  That  is  a  letter  to  whom  ? 

Mr.  Williams.  That  is  a  letter  signed  by  the  president,  the  vice 
president,  and  cashier  of  the  bank  to  the  board  of  directors. 

Senator  NEWBEimT.  What  I  am  trying  to  get  at  is,  Do  you  think 
Mr.  McKenney,  in  his  testimony,  meant  to  fix  the  date  of  the  begin- 
ning of  the  correspondence  as  in  June,  earlier  than  the  letter  you  read 
of  the  officers  of  the  bank? 

Mr.  Williams.  You  see,  there  were  only  nine  days'  difference  be- 
tween the  beginning  of  the  correspondence  and  the  letter  which  the 
officers  wrote  to  the  board  of  directors  in  regard  to  these  accounts. 
One  was  written  June  9  and  the  other  June  18. 

Senator  Newberry.  Is  it  not  fair  to  assume  that  Mr.  McKenney 
referred  to  a  date  in  June  ? 

Mr.  Williams.  Presumably  he  referred  to  the  time  that  the  officers 
formally  notified  the  bank  that  there  were  these  accounts,  and  up  to 
that  time  he  had  never  heard  of  them.  I  think  that  is  a  fair  assump- 
tion.^   [Continuing  reading:] 

ExAMiNi-ni.  Then,  your  claim  is  that  the  commissions  credited  to  Glover  and 
Flather  were  the  personal  profits  of  the  individuals,  including  yourself,  In  an 
undeternilnod  proportion,  and  that  the  bank  had  and  has  no  claim? 

Mr.  McKenney.  No  legal  claim. 

Mr.  Glover.  No  legal  claim  on  It. 

Examiner.  And  those  profits  or  commissions  arose  out  of  personal  transac- 
tions of  the  oflicers  of  the  bank,  oflficers  of  the  bank  acting  in  their  individual 
capacity? 

Mr.  Glover.  Yes;  that  is  exactly  how  they  did  arise. 

Examiner.  Then,  as  soon  as  any  amounts  had  been  credited  to  either  of  these 
accounts,  it  became  subject  to  the  check  and  to  the  disposal  of  these  indi- 
viduals? 

Mr.  Glover.  That  is  trua 

Examiner.  And  in  no  manner  subject  to  the  disposal  or  check  of  the  officers 
of  the  Riggs  National  Bank  acting  in  their  official  capacity? 

Mr.  Glovkb.  That  Is  also  a  true  statement  of  the  case. 
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.  Despite  those  contradictions,  they  were  claiming  up  to  the  last  that 
those  profits  were  their  individual  profits,  and  that  they  had  a  com- 
plete right  to  all  the  profits  credited  to  those  accounts. 

I  will  now  show  you  where  the  bank's  credit  or  funds  were  used 
for  the  purchase  of  a  half  million  or  a  million  or  a  million  and  a  half 
dollars  of  Government  bonds  on  a  joint  account  with  the  National 
City  Bank,  where  the  bank  stood  to  lose  if  the  transaction  had  gone 
the  wrong  way,  according  to  the  evidence,  and  as  shown  hj  the  letters 
and  correspondence  in  the  case,  which  I  will  ask  to  be  included  in 
the  record.  And  I  will  show  you  that  the  profits  derived  from 
those  operations  in  Government  bonds  were  creaited  to  that  personal 
account  of  Glover  and  Flather  or  Flather  and  Flather,  in  which  they 
claim  the  bank  had  no  interest  at  all,  and  I  think  that  the  bank  made 
one  or  two  sworn  reports  to  the  Comptroller  of  the  Currency,  over 
the  signatures  of  its  officers,  m  which  they  hid,  concealed,  or  omitted 
to  give  those  profits,  which  really  belonged  to  the  bank,  but  which 
they  kept  concealed  in  the  Glover  and  Flather  accoimt,  in  regard  to 
the  existence  of  which  Mr.  McKenney,  counsel  for  the  bank  and  a 
director,  says  not  a  director  of  the  bank  knew  anything  about  except 
the  officers,  to  the  best  of  his  knowledge  and  belief. 

Examiner.  Mr.  Glover,  in  the  ticoount  of  Glover  and  Flather,  under  date  of 
February  4,  1908,  there  is  an  item  listed  **  Commissions  and  profits,  sale  of  the 
U.  S.  4  per  cent  bonds,  $24,704.16";  and  under  date  of  February  24,  1908, 
"  Profits  on  sale,  U.  S.  4  per  cent  bonds  of  1925,  $32,214.38." 

Mr.  Gloveb.  Yes. 

Examiner.  What  knowledge  have  you  of  the  transaction  from  which  thoee 
profits  arose? 

Gentlemen,  that  was  in  early  1915  Mr.  Glover  was  being  examined 
about  that  transaction.  The  bank  did  not  have  those  large  trans- 
actions in  Government  bonds  frequently.  It  was  one  of  the  few 
transactions  of  that  size  in  Government  bonds  that  they  ever  had, 
if  not  the  largest  they  ever  had,  and  it  is  reasonable  to  suppose  that 
a  very  large  profit  having  accrued  from  that  transaction,  it  would 
not  have  entirely  escaped  Mr.  Glover's  memory,,  which  is  usually 
quite  alert.  Here  is  his  testimony,  in  answer  to  the  examiner's  ques- 
tions, Mr.  Glover  testifying  under  oath : 

Examines.  What  knowledge  have  you  of  the  transactions  ft'om  which  those 
profits  arose? 

Mr.  Gloveb.  At  the  present  moment  I  have  not  any  recollection  of  just  how 
they  arose.     [To  Mr.  Ailes:]  That  was  a  California  matter,  was  It  not? 

Mr.  AiLES.  I  have  heretofore  explained  that  fully. 

Mr.  Gtx)\'er.  That  was  fully  explained  by  Mr.  Ailes,  who  actually  had  to  do 
with  that. 

Examiner.  You  Itnow,  then,  from  what  those  profits  arose? 

Mr.  Glo\t.r.  Yes;  but  I  would  have  to  go  baclc  over  the — there  Is  another 
oflicer  in  the  bnnl<  who  can  give  you  the  entire  details  of  that.  It  was  In  his 
hands.    It  only  came  to  me  as  a  finishe<l  transaction. 

Examiner.  From  what  transaction  did  that  profit  arise? 

Mr.  Gix>VER.  It  arose  out  of  the  sale  of  certain  bonds.    What  is  that  date? 

Examiner.  February  4  and  24,  1908. 

Mr.  Glover.  I  can  not  recollect.  I  would  have  to  go  back  over  that  [After 
conference  with  Mr.  H.  H.  Flather.]  That  can  be  explained  to  you  by  another 
oflflcer  of  the  bank. 

Examiner.  By  what  ofllcer? 

Mr.  Glover.  Mr.  AUes. 

ExAMiNKR.  Mr.  Ailes  handled  the  transaction  personally? 

Mr.  Glover.  Yes. 

Mr.  Axles.  I  handled  it;  yes. 

Examiner.  You  had  no  connection  with  it  yourself? 
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Mr.  GLOviai.  I  knew  at  the  time  just  what  was  going  on. 

Bank  Examiner,  addressing  Vice  President  W.  J.  Flather : 

ExAKiNEB.  What  was  your  interest,  Mr.  Flather,  in  the  firm  of  Flather  & 
Flather,  in  April,  1914? 

Mr.  P'lather.  No  special  Interest ;  just  a  member  of  that  firm. 

KxAMiNEB.  Was  your  proportion  defined  or  not? 

Mr.  Flather.  No  ;  it  was  not  defined. 

Examiner.  There  were  three  members  of  this  firm? 

Mr.  Flather.  Yes.  It  was  really  Mr.  Glover  and  I  who  made  the  money, 
although  sometimes  when  Mr.  Glover  and  I  would  be  away  in  the  summer,  my 
brother  would  make  some. 

Then  I  omit  some  of  the  following  testimony,  and  state  in  this 
letter : 

The  national-bank  examiner  was,  later  during  the  same  day,  examining  Mr. 
W.  J.  Flather,  vice  president  of  the  bank,  in  regard  to  a  statement  which  W.  J. 
Flather  had  previously  made  to  a  national-bank  examiner,  to  the  effect  that  the 
profits  derived  from  the  account  of  Flather  &  Flather  were  "  personal  profits  " 
and  were  returned  as  income  by  the  individual  members  of  the  firm  and  the 
income  tax  paid  upon  them  by  these  Individuals. 

Bank  Examiner,  addressing  Vice  President  W.  J.  Flather: 

"  Examiner.  Did  you  return  any  portion  of  Glover  &  Flather? 

"Mr.  B'latheb.  Mr.  Glover  paid  all  the  tax  on  the  income  from  Glover  & 
Flather. 

"Examiner.  Was  it  an  understanding  between  you  and  your  brother  and 
Mr.  Glover  that  he  should  pay  all  on  Glover  &  Flather,  and  you  and  your 
brother  should  pay  50  per  cent  each  on  Flather  &  Flather? 

"  Mr.  FiJiTHER.  Mr.  Glover  said  he  would  pay  all  on  Glover  &  Flather,  and 
my  brother  and  I  arranged  to  pay  the  income  on  Flather  &  Flather  account" 

Now,  gentlemen,  see  how  these  contradictions  become  more  and 
more  confusing.  Here  they  are  testifying  under  oath  before  the  ex- 
aminer that  these  were  their  personal  profits  and  that  Mr.  Glover 
paid  the  income  tax  on  his  portion,  and  that  the  two  Flathers  paid 
the  income  tax  on  the  rest. 

Mr.  Flather  subsequently  denied  the  statement  which  he  had  previously  made 
to  the  national-bank  examiner  and  claimed  that  while  he  had  paid  an  income 
tax  on  the  account  of  the  firm  of  Flather  &  Flather  he  had  charged  the  amount 
of  the  income  tax  later  on  to  the  bank,  thereby  recouping  himself  for  the  tax 
paid. 

The  man  who  denied  the  statements  which  he  had  made  to  the  ex- 
aminer— and  as  to  the  facts  of  his  having  made  that  statement,  both 
the  examiner  and  the  assistant  examiner  have  made  affidavits---that 
same  man,  H.  H.  Flather,  was  the  man  who  was  required  to  get  out 
of  the  bank  in  October,  1915,  I  think  it  was,  and  whose  systematic 
defrauding  of  the  bank's  customers  has  been  shown  to  your  commit- 
tee.   The  examiner  continued  his  examination  of  Mr.  W.  J.  Flather: 

Examiner.  Then  the  commissions  credited  to  Glover  &  Flather  and  Flather 
&  Flather  Immediately  became  the  property  of  you  individuals  in  an  Indefinite 
or  an  undetermined  proportion? 

Mr.  Flather,  Yes. 

Examiner.  And  the  bank  had  no  claim  whatever? 

Mr.  Flather.  None  whatever. 

Examiner.  The  funds  were  subject  to  your  check  as  indivduals,  and  not  as 
oflBcer.s  of  the  bank? 

Mr.  Flather*  That  is  right. 

Examiner.  And  that  is  also  true  of  the  present  balance  standing  to  the  account 
of  Flather  &  Flather? 

Mr.  Flather.  Yes,  sir. 

Examiner.  What  would  become  of  your  proportion  of  Flather  &  Flather,  and 
its  securities,  if  you  should  die,  Mr.  Flather? 

Mr.  Flather.  That  would  have  to  be  determined  by  law,  Mr.  Smith. 
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Mr.  Bailey,  Unless  your  executor  himself  were  to  dispose  of  It  as  he  knew 
you  wanted  It  disposed  of? 

Mr.  Ftjitheb.  Yes ;  if  I  should  put  that  in  my  will ;  of  course,  that  is  another 
matter. 

Examiner.  Mr.  Flather,  in  tlie  account  of  Glover  &  Flather,  under  the  date 
of  February  4, 1908.  there  is  a  creclit  of  $24J04.16,  and  under  date  of  February 
24.  1908,  $32,214.38.  Those  are  itemize<l  as  "  Profits  from  the  sale  of  U.  S.  4 
per  cent  bonds.*'    What,  if  anything,  do  you  know  about  tliat  transaction? 

Mr.  Flatheb.  That  is  a  matter  that  Mr.  Ailes  had  entire  control  of,  as  far 
as  I  know.    I  had  nothing  whatever  to  do  with  it. 

Examiner.  In  your  affidavit,  or  swoni  answer  to  interrogatories,  under  date 
of  July  14,  1914,Mr.  Flather.  you  state,  in  substance,  that  the  commission  ac- 
(rotint  is  an  account  to  whi<'h,  in  the  first  instance,  profits  arising  from  the  pur- 
chase and  sale  of  Government  and  other  bonds  are  credited.  That  being  the 
case,  why  did  not  rhoso  cretiits  referred  to  here  in  February,  1908,  go  to  com- 
mission account? 

Mr.  Fi^\ther.  I  say,  Mr.  Smith,  to  repeat  what  I  said  before,  that  I  had 
nothing  whatever  to  do  with  it. 

My  letter  of  Februarj'  3  continues : 

Mr.  C.  C.  Glover,  president,  and  Mr.  W.  J.  Flather,  vice  president,  partners  in 
the  firm  of  Glover  &  Flather,  1>oth  having  denied  knowle<lge  as  to  the  trans- 
action by  which  $,">6.91S.54  had  been  credited  to  their  account  (Glover  ft 
Flather)  on  the  books  of  the  Riggs  National  Bank  in  February,  1908,  as  shown 
by  the  testimony — 

Bank  Examiner,  addressing  Mr.  Glover: 

Examiner.  What  knowledge  have  you  of  the  transaction  by  which  these 
profits  ($24,704.16  and  $32,214.38)  arose? 

"  Mr.  Glo>-er.  At  the  present  moment  I  have  not  any  recollection  of  just  how 
they  arose.  That  was  a  California  matter,  was  it  not?"  And  the  examiner 
having  aske<l  Mr.  W.  .7.  Flather  what,  if  anything,  he  knew  about  the  transaction 
resulting  in  credits  of  $56,918.54  to  Glover  and  Flather,  in  which  he  was  a  part- 
ner, he  replied,  '*  That  is  a  matter  that  Mr.  Ailes  had  entire  c»ontrol  of.  As  fiur 
as  I  know  I  had  nothing  whatever  to  do  with  it." 

We  will  now  turn  to  the  testimony  given  by  Mr.  M.  E.  Ailes  (vice  president) 
in  his  attempt  to  explain  the  transaction,  when  examined  under  oath  by  the 
national-bank  examiner,  January  6,  1915. 

"  Testimony  of  Milton  E.  Ailes,  Esq. : 

"  Examiner.  Mr.  Ailes.  you  do  solemnly  swear  that  the  answers  which  yon 
make  to  the  questions  propounded  to  you  in  the  examination  of  the  affairs 
of  the  Riggs  National  Bank  shall  be  the  truth,  the  whole  truth,  and  nothing  but 
the  truth,  so  help  you  God. 

**  Mr.  Ailes.  I  do. 

"Examiner.  You  are  vice  president  of  the  Riggs  National  Bank? 

*'  Mr.  Ailes.  I  am. 

"  Examiner.  During  February,  1908,  you  were  vice  president  of  the  Riggs 
National  Bank? 

"  Mr.  Ailes.  I  was. 

"  Examiner.  In  the  account  '  Glover  &  Flather,'  under  date  of  February  4, 
1908,  is  a  credit  'Commission  and  profits,  sale  of  U.  S.  4  per  cent  bonds, 
$24,704.16.*  In  the  same  account,  under  date  of  February  24,  1908,  'Profits 
on  sale  of  U.  S.  4  per  cent  l)onds  of  1925,  $32,214.38.'  Mr.  Glover  has  stated 
that  you  handled  that  transaction  personally.    That  is  so? 

"  Mr.  Ailes.  I  handled  the  transaction  in  the  bank,  but  I  consulted  with 
Mr.  Glover  and  the  other  officers  of  the  bank,  with  the  Messrs.  Flathers.  I  do 
not  know  just  as  to  which  one  at  the  present  time — Mr.  Henry  Flathers ;  I  did 
with  him. 

"  Examiner.  From  what  transaction  did  those  profits  arrive?  Was  It  the 
same  transaction? 

"  Mr.  Ailes.  There  were  two  transactions,  but  they  both  fall  in  the  same 
category. 

**  Examiner.  Think  what  these  transactions  were,  Mr.  Ailes,  please. 

"  Mr.  Ailes.  They  were  during  the  panic  of  1007.  Crocker  National  Bank 
of  San  Francisco  wired  me  that  they  were  greatly  in  need  of  gold;  In  fiict, 
they  were  on  the  point  of  a  panic  out  there,  and  asked  me  if  I  could  suggest 
any  way  by  which  they  could  make  available  some  Government  bondis.  They 
stated  that  they  had  fours  of  1925.  I  am  giving  you  this  from  recollection.  I 
think  I  suggested  to  them  that  we  could  put  them  in  the  circulation  account 
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M  the  National  City  of  New  York,  and  take  out  circulation  against  them, 
and  ship  them  the  circulation.  But  that  was  not  satisfactorj-  to  them  because 
they  do  not  use  paper  money  very  much  on  the  coast.  1  discussed  the  matter 
with  Mr.  Glover  and  Mr.  Flather,  and  with  Mr.  Vanderlip,  of  the  National 
City  Bank  of  New  York.    They  asked  us  to  make  an  offer  for  the  bonds. 

**  Examiner.  Pardon  me ;  they  asked 

**  Mr.  Anjcs.  They  asked  me  here  to  make  an  offering  for  those  bonds  and 
give  them  gold  for  them.    They  wanted  gold. 

"Examiner.  You  mean  the  National  City  asked  you  to  make  an  offer  to 
Crocker? 

*•  Mr.  Anics.  No ;  the  C^jocker  communicated  directly  with  me. 

"Examiner.  And  asked  you  to  make  an  offer? 

"  Mr.  Ailes.  I  had  quite  an  acquaintance  with  the  officials  of  the  Crocker 
Bank,  and  they  wired  to  me,  as  I  recollect  it 

Examiner.  I  am  trying  to  get  the  definition  of  the  pronoun  *  they.* 
Mr.  AiLES.  The  Crocker  National  Bank  folks  did.  The  upshot  of  the  whole 
thing  was  that  after  conference  here  with  Mr.  Glover  and  Mr.  Flather  and 
Mr.  Vanderlip,  I  made  an  offering  of  115  for  half  a  million  long  fours,  and  had 
an  understanding  with  the  National  City  Bank  that  these  fours  should  go  to  the 
circulation  account  of  the  National  City  Bank,  which  had  a  large  amount  of 
ntional  bank  notes  or  currency  ready  for  Issue.  The  National  City  Bank  had 
to  pay  into  the  subtreasury  at  New  York  $500,000  in  gold.  Simultaneously, 
the  assistant  treasurer  at  San  Francisco,  would  pay  out  on  Government  trans- 
fer, to  the  Crocker  National  Bank  $500,000  In  gold.  The  balance  due  on  the 
purchase  of  the  bonds,  representing  the  15  points  of  premium,  the  offering 
made  for  the  bonds  being  115,  or  $75,000,  was  to  l)e  credited  to  the  Crocker 
National  Bank  on  the  books  of  the  National  City  Bank  of  New  York.  New 
York  had  suspended  at  that  time,  and  this  was  to  be  only  a  book  credit" 

I  suppose  he  meant  that  New  York  had  suspended  cash  or  cur- 
rency payments. 

"The  National  City  Bank  recouped  itself  for  cash  by  taking  out  $500,000 
bank  notes.  It  parted,  however,  with  $500,000  of  lawful  money,  or  gold,  in  the 
manner  I  have  indicated. 

"Examines.  This  was  in  1907? 

"Mr.  AiLKS.  In  1907. 

"  Mr.  Gloveb.  1907  or  1908? 

"Mr.  Anj».  In  1907,  right  in  the  very  heart  of  the  panic,  when  the  whole 
country  was  shaken  from  one  end  to  the  other.  •  • 

"  These  two  transactions  probably  saved  the  situation  in  San  Francisco.  No 
sooner  had  this  one  been  accomplished,  until  the  Crocker  National  Bank  came 
back  and  said,  *  Will  you  take  another  million?*  Of  course,  that  was  a  pretty 
large  sum,  and  after  consultation  with  Mr.  Vanderlip,  I  concluded  to  offer  110 
for  the  remaining  million,  under  the  same  conditions.  The  city  bank  paid  out 
a  million  of  gold.  The  10-point  premium,  or  $100,000  was  to  be  credited  on  the 
books  of  the  city  bank.  New  York  funds,  the  city  bank  to  recoup  itself  by  tak- 
ing out  circulation  for  the  cash.    They  accepted  that  offer. 

"  Up  to  that  point  we  really  had  here — ^these  officers  here  had  little  or  no 
understanding  as  to  what  share  the  Riggs  National  Bank  or  anybody  connected 
with  it  had  in  the  transaction.  It  was  carried  along  at  the  City  Bank  for  weeks, 
until  the  panic  subsided,  and  by  and  by,  some  time  in  February,  1908,  they  sold 
the  bonds  over  there.  The  Riggs  Bank  never  invested  a  nickel  in  the  transac- 
tion— never  put  up  a  dollar. 

"  Mr.  Bailey.  Nor  became  liable? 

"  Mr.  AiLiss.  Nor  became  liable.  When  they  sold  the  bonds,  I  went  over  to 
see  If  we  were  not  entitled  to  some  share  in  the  profits,  and  I  was  offered,  on 
behalf  of  these  officers  here,  a  commission  of  one-eighth  of  1  per  cent,  I  think, 
which  is  just  about  the  kind  of  profit  that  you  get  in  a  Government  bond  trans- 
action. Those  profits — that  commission — ^had  been  going,  when  earned  by  the 
ofiicers  here,  Mr.  Glover  and  Mr.  Flather,  to  these  accounts.  I  did  not  want  to 
settle  on  that  basis.  I  felt  I  had  engineered  the  thing  and  I  talked  it  over  with 
Mr.  Glover  and  the  other  officers  down  here  and  I  eventually  succeeded  in  con- 
vincing the  National  City  Bank  authorities  that  we  had  been  pretty  helpful  in 
the  transaction,  with  the  result  that  they,  feeling  pretty  good  over  it,  offered 
to  divide  the  account,  and  so  we  did,  and  had  these  two  credits  which  you  find, 
which  were  placed  to  the  credit  of  Glover  &  Flather,  Just  as  the  commission  of 
one-eighth  of  1  per  cent  would  have  been  placed  to  the  credit  of  that  account*' 
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Mr.  Aile8*s  statement  on  January  6, 1915,  that  the  Riggs  National  Bank  **  neyer 
became  liable'*  was  squarely  contradicted  by  the  foregoing  letters  from  the 
National  City  Bank  setting  forth  that  the  Riggs  National  Bank  was  liable  for 
its  one-half  of  the  profits  or  loss.  This  liability  was  confirmed  by  the  vioe 
president  of  the  Riggs  National  Bank  distinctly  in  his  letter  of  February  4, 
1908,  when  he  says  "  we  note  that  as  further  sales  are  made  for  this  Joint  ac- 
count you  will  credit  our  account  with  one-half  the  profits  shown  or  one-half 
the  losses  entailed.'' 

Mr.  Ailes's  further  statement  that  "  when  they  sold  the  bonds  I  went  over  to 
see  if  we  w*ere  not  entitled  to  some  share  of  the  profits,  and  I  was  offered,  on 
behalf  of  these  oflicers  here,  one-eighth  of  1  per  cent,  I  think,  which  is  Just 
about  the  kind  of  profit  you  get  on  a  Government  bond  transaction,'*  is  also 
absurd,  in  view  of  the  written  evidence.  There  is  nothing  anywhere  to  Indicate 
that  the  question  of  the  payment  of  a  commission  of  **  one-eighth  of  1  per  cent  *' 
was  considered  by  either  bank.  Written  evidence  shows  that  as  soon  as  the 
National  City  Bank  had  made  the  sales  of  bonds  during  the  month  of  January, 
1908,  they  wrote  promptly  to  the  Biggs  National  Bank,  on  February  3,  indoe- 
ing  a  statement  of  the  transaction  and  crediting  that  bank  with  one-half  of  the 
profits,  as  would  have  been  done  in  any  other  Joint-account  transaction ;  and  no 
evidence  has  been  found  to  support  Mr.  Ailes's  claim  that  the  National  City 
Bank  tried  to  get  him  to  take  a  "  one-eighth  of  1  per  cent  profit,"  and  subse- 
quently, because  they  were  **  feeling  pretty  good  over  it,"  offered  to  divide  the 
account. 

If  it  should  be  claimed  that  if  the  Riggs  National  Bank  had  received  a  com- 
mission of  one-eighth  of  1  per  cent  it  would  have  been  proper — which  is  not 
admitted — to  credit  that  commission  to  Glover  &  Flather,  there  can  certainly 
be  no  possible  ground  for  claiming  that  the  same  account  of  Glover  &  Flather 
should  have  appropriated  the  profits  accruing  to  the  Riggs  National  Bank 
from  the  "  Joint  account "  purchases  of  Government  bonds  for  which  the  Rigg9 
National  Bank,  and  not  its  oflicers  personally,  had  been  responsible  and  liable 
for  the  resulting  loss,  if  any  should  have  accrued. 

"  Examiner.  Crocker  never  paid  a  commission  of  one-eighth  of  1  per  cent? 

"Mr.  AiLES.  No,  sir. 

'*  Examines.  The  only  profits  the  bank  officers  got  out  of  it  was  these  two 
items? 

"  Mr.  AiLES.  Yes. 

"  Examiner.  Not  these  two  items  and  one-eighth  of  1  per  cent  conmoission? 

"Mr.  Alles.  No. 

"  Mr.  McKenney.  The  fact  is  the  bank  was  not  getting  any  profit  out  of  it? 

"  Mr.  Aujcs.  No." 

He  says  the  bank  was  not  getting  any  profit  out  of  it,  although  it 
was  a  transaction  directly  with  the  bank,  a  transaction  in  which  the 
bank,  as  a  bank,  would  have  a  right  to  deal;  but  th^  profits  when 
earned  were  taken  and  put  to  the  private  account  of  Glover  & 
Flather,  an  account  in  wnich  he  said  the  bank  had  no  legal  right 

whatsoever. 

"  EIxAMiNEB.  When  that  deal  arose,  did  it  come  to  you  personally  from  the 
Crocker  National- Bank  or  did  it  come  to  you  as  vice  president  of  the  Biggs 
National  Bank? 

"  Mr.  AiLES.  I  will  have  to  look  at  the  correspondence  for  that. 

"  Examines.  The  bank  has  it  in  the  correspondence  file,  have  they? 

"  Mr.  AiLEs.  I  dare  say. 

"Mr.  Gijoveb.  Wasn't  it  by  telegraph? 

"  Mr.  Ailes.  Oh,  yes ;  it  was  by  telegraph.  Of  course  I  felt  it  largely  came  to 
me  personally  because  of  the  personal  relations  with  the  Crocker  National  Bank. 

"  Examiner.  You  had  no  interest  in  the  Glover  &  Flather  account,  had  you? 

"  Mr.  Ailes.  No. 

"Examiner.  And  you  never  have  had  any? 

"  Examiner.  What  did  Mr.  Glover  or  either  of  the  Flathers  do  in  connection 
with  this  sale  of  .securities  to  the  National  City  Bank  of  New  York? 

"  Mr.  Ajles.  They  had  the  same  to  do  with  that  as  they  would  have  with  any 
other  transaction. 

"  Examiner.  I  thought  you  said  you  handled  the  deal  with  the  National  City 
Bank? 

"  Mr.  Ailes.  I  did. 
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ExAMTNER.  After  consulting  with  these  gentlemen? 
"  Mr.  AiLEs.  I  did  not  go  and  do  it  without  consulting  them. 
•'  Examiner.  You  consulted  those  gentlemen  and  then  did  it? 
"Mr.  AiLES.  Yes. 

•*  Examiner.  And  you  went  to  New  York  finally  to  get  more  profits  than  the 
one-eighth  offered? 

"  Mr.  AiLEs.  As  I  recollect  It  now,  they  did  not  really  offer  that." 

He  talked  a  good  deal  about  one-eighth  of  1  per  cent  profit,  and 
now  he  says  they  did  not  even  offer  that. 

"  I  went  to  see 

"Examiner  (interrupting).  You  went  to  New  York? 

"  Mr.  AiLEs.  Yes ;  I  went  to  New  York. 

"  Examiner.  And  made  the  arrangement  whereby  this  $50,000-off  was  ob- 
tained? 

"  Mr.  AiLES.  Yes. 

"  Examiner.  Did  you  go  to  New  York  and  get  this  division  with  the  National 
City  Bank  for  the  Riggs  National  Bank,  to  turn  the  money  over  to  the  Riggs 
National  Bank  or  to  turn'  the  money  over  to  Mr.  Flather  or  the  Flathers  and 
Mr.  Glover  personally,  to  become  their  private  property,  if  they  never  intended 
to  give  it  to  the  bank,  but  to  retain  it  themselves? 

**  Mr.  AiLEs.  I  do  not  think  I  had  any  thought  on  either  side  of  that  ques- 
tion." 

That  is  a  very  extraordinary  situation,  that  a  vice  president  of  a 
bank  should  go  on  to  New  York  and  arrange  for  a  collection  of  a 
$56,000  profit  for  somebody,  and  yet  not  have  the  slightest  idea  as  to 
whom  it  was  for. 


**  Examiner.  You  went  to  get  it  for  the  bank,  did  you  not? 

"  Mr.  AiLEs.  No :  I  could  not  say  that  I  did.  I  went  over  to  see  what  I  could 
do  about  getting  that  profit. 

**  Examiner.  When  you  got  it  and  came  back,  who  did  you  consider  had  the 
profit? 

"  Mr.  AiLES.  I  do  not  recall  at  the  present  time.** 

Now,  gentlemen,  that  is  simply  a  fair  sample  of  the  difficulty  we 
have  had  all  the  time  in  getting  the  truth  in  regard  to  any  of  these 
transactions. 

The  Chairman.  That  was  a  190T  transaction  ? 

Mr.  Williams.  This  was  an  examination  in  1915. 

The  Chairman.  I  know,  but  it  was  a  1907  transaction  ? 

Mr.  Williams.  It  involved  $56,000  of  profit. 

The  Chairman.  Do  you  know  when  it  was  that  they  began  to  dis- 
tribute the  stock  of  the  bank?  I  know  for  a  long  time  the  entire 
stock  of  the  bank  was  held  by  five  officers. 

Mr.  Williams.  It  was  several  years  before,  if  I  remember  cor- 
rectly. It  ceased  to  be  in  the  hands  of  the  four  or  five  individuals 
who  held  it  originally  some  four  or  five  or  six  years  before  this  time. 
I  will  check  my  memory  on  that  point. 

•*  Examiner.  When  you  got  it  and  came  back,  wlio  did  you  consider  had  the 
profit? 

"  Mr.  Axles.  I  do  not  recaU  at  the  present  time. 

"  Mr.  McKenney.  The  books  show  the  transaction. 

*•  Examiner.  The  books  show  the  transaction? 

"  Mr.  Axles.  Yes. 

*'What  the  books  show,  as  above  stated,  is  that  the  $56,918.54  of  profits, 
instead  of  being  credited  to  profits  and  loss,  was  credited  to  the  account  of 
Glover  &  Flather. 

'*  Examines.  The  books,  however,  do  not  show  what  you  Intended  to  do  with 
that  money. 

"  Mr.  Aileb.  Yes.  How  do  you  suppose  I  could  recollect  what  I  was  going  to 
do  with  it? 
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*'  Examiner.  I  am  asking  the  question  again :  Did  you  intend  that  that  money 
tihould  go  to  1^1  r.  Glover  and  the  Flathers  pesonaiiy,  or  to  the  Rlggs  National 
Bank? 

"  Mr.  A1LE8.  It  would  not  have  made  any  difference  to  me,  because— -and  Mr. 
Glover  luus  frequently  explained  it  to  you — I  have  known  that  while  Mr.  Qlover 
and  Mr.  Flather  have  always  had  the  right  to  any  money  from  the  QloTer  and 
Flather  account,  I  tmve  alao  known  that  they  were  Just  a  little  bit  too  kiflh 
class  to  take  it 

**  Examiner.  Tlie  questitm  was  Just  raised  here  as  to  Mr.  Olovear  saying  he 
never  would  take  any  of  that  and  never  will  hereafter  take  any  of  tltfs  moMBy. 

"  Mr.  Axles.  And  never  has. 

"  Examiner.  In  (»ther  words,  it  is  an  open  question. 

"  Mr.  AiuES.  And  never  has. 

"It  is  interesting  just  at  this  point  to  call  attention  to  the  letter  above  re- 
ferred to  from  this  office  to  President  Glover,  of  July  22,  1914,  showing  how  in 
past  year  the  president  of  your  hank,  having  denied  that  any  commissions  col- 
lected by  its  officers  were  ever  used  for  their  personal  benefit  or  gain,  admitted 
that  for  a  period  of  five  years  commissions  aggregating  $45,000  had  been  system- 
atically collected  and  divided  personally  between  himself  and  certain  other 

officers. 

******  • 

"  Examiner.  On  who.se  l>ehalf  did  you  go  to  New  York  and  get  this  dlTlsion, 
the  RIggs  National  Rank  or  the  individuals? 

"  Mr.  An-Es.  Of  ccmrse,  as  Mr.  McKenney  says,  the  record  shows  that. 

"  Examiner.  It  does  not  .show  for  whom  you  went. 

"  Mr.  Gix)VER.  I  do  not  think  he  went 

"  Mr.  AiiXB.  I  do  not  know.  I  do  not  think  I  went  there  at  that  time  on  that 
INirticular  mission.  I  was  engaged  in  visiting  the  National  City  Bank  onoe  a 
week  on  general  things.  This  action  came  up  on  one  of  those  visits.  I  do  not 
think  I  made  a  particular  visit  over  there  to  get  this. 

"  Examiner.  Was  there  anything  said  with  the  National  City  Bank  about 
with  whom  they  were  dividing  this  profit? 

*•  Mr.  An.ES.  I  do  not  recall  now. 

"  Examiner.  Would,  in  your  opinion,  have  they  divided  with  Mr.  Glover  and 
Mr.  Flather  personally? 

"Mr.  Baiuiy.  Of  course,  you  would  not  ask  him  to  state  under  oath  what 
they  would  do? 

"  Examiner.  I  am  asking  his  opinion. 

"  Mr.  McKenney.  He  has  no  right  to  an  opinion. 

******* 

"  Examiner.  At  the  time  you  came  back,  did  you  know  what  was  done  with 
the  profits? 

"  Mr.  Aiijss.  I  can  not  say  that  I  did  right  at  that  time.  I  know  it  was 
cre(llt(*d  to  Glover  and  Flather. 

"  Examiner.  Did  you  not  consider  that  was  the  same  as  crediting  It  to  profit 
and  loss? 

••  Mr.  AiLKs.  Of  course,  I  knew  It  would  go  to  profit  and  loss  unless  these 
gentlemen  chose  to  take  it  themselves." 

This  answer  of  Mr.  Alles  clearly  indicates  that,  in  his  opinion,  he  considered 
that  any  funds  credited  to  Glover  and  Flather  belonged  to  those  gentlemen, 
whether  or  not  they  sliould  generously,  of  their  own  volition,  hand  any  of  them 

liack  for  the  hank's  l>enefit. 

******* 

"  Examiner.  As  n  dlre<'tor  of  the  Riggs  National  Bank  and  an  officer,  wasn't 
it  your  understanding  that  these  commissions  went  to  undivided  profits,  and 
that  items  were  charged  off  to  these  accounts  the  same  as  they  could  be 
charged  off  to  profit  and  loss  account  of  the  bank  without  any  other  action,  and 
that  It  was  in  the  hank,  the  profit  and  loss  awonnt  of  the  hank,  under  another 
name? 

"  Mr.  Anj:s.  No ;  not  strictly  so.  I  know  the  accounts  were  under  the  per- 
sonal control  and  direction  of  Mr.  Glover  and  Mr.  Flather. 

"  Examiner.  And  you  had  no  control  over  them,  either  as  an  officer  or  as  an 
individual? 

"  Mr.  A1LE8.  No ;  but  I  should  not  have  expected  them  to  have  used  them  for 
any  other  purpose  than  to  transfer  them  to  the  accounts  of  the  bank.  There 
was  not  any — I  know  of  no  understanding  to  that  effect. 

"  Examiner.  As  a  matter  of  fact,  in  obtaining  this  division  with  the  N^tlofial 
City  Bnnk,  as  an  officer  of  the  Riggs  National  Bank,  knowing  the  details  of  the 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  677 

truiiHactioiis  from  the  time  they  started  with  the  Crocker  National  Bank,  who 
was  entitled  to  that  division?  Were  Mr.  Glover  and  Mr.  Flather  personally  en- 
titled to  it?  Mr.  Glover  has  stated  here  in  your  presence  that  the  minute  any 
items  went  to  this  account  they  were  absolutely  out  of  control  of  the  bank  or 
any  official  of  the  bank,  and  subject  only  to  their  checka** 

Gentlemen,  at  that  time  that  was  a  pretty  serious  transaction. 
There  was  $56,000  of  profits  indisputably  the  profit  of  the  bank,  be- 
longing to  the  bank,  the  bank's  crodit  used  to  provide  it,  the  bank's 
instrumentalities,  machinery,  employed  in  realizing  it,  and  yet  it  was 
taken  away  from  the  bank's  pronts,  from  its  profit-and-loss  commis- 
sion, and  placed  to  the  account  of  individuals,  where  these  officers 
have  stated  the  bank  had  no  control  whatsoever  over  it. 

Now,  this  was  the  account  to  which  $56,918.54  of  money  l>ek>nging  to  the 
Riggs  National  Bank  had  been  passed  under  the  complete  control  and  super- 
vision of  Glover  &  Flather  personally,  the  bank  having  no  control  of  any  sort 
over  it. 

Comment  by  this  office  upon  the  grave  and  serious  nature  of  this  transaction 
is  unnecessary  at  this  time. 

What  I  am  reading  now  is  the  letter  to  the  Riggs  National  Bank, 
which  embraces  a  portion  of  the  testimony  taken  in  1915 : 

These  mysterious  accounts  (Glover  &  Flather  and  Flather  &  Flather),  in 
regard  to  which  Mr.  McKenney,  director  and  counsel  of  the  bank,  declared  on 
January  6,  1915,  "  I  venture  to  say  that  there  was  no  director  on  the  board,  out- 
side of  the  officers,  who  ever  knew  any  such  accounts  were  carried  on  the 
books,"  have  also,  as  a  matter  of  fact,  been  used  for  years  past,  from  time  to 
time,  "  without  the  knowledge  of  directors,"  to  cover  up  various  irregular 
diarges,  or  losses,  and  unlawful  or  ultra  vires  investments,  and  illicit  political 
or  other  contributions  and  payments  made  by  the  officers  of  the  bank,  as  facts 
developed  by  investigations  of  this  office  clearly  prove.  In  other  words,  these 
accounts  have  been  used,  sometimes,  as  were  the  accounts  commonly  known  as 
**  yellow  dog  "  accounts  or  "  slush  funds,"  which  were  uncovered  some  time  ago 
in  certain  notorious  investigations. 

In  continuing  his  testimony  under  oath,  Mr.  Ailes  said : 

Mr.  Ailes.  I  would  like,  without  closing  the  subject  so  abruptly,  to  say  that 
this  bank,  the  Riggs  National  Bank,  never  invested  a  single  penny  in  this 
transaction ;  that  the  matter  was  carried  on  by  the  National  City  Bank  of  New 
York,  wliich  put  the  bonds  It  got  from  the  Crocker  National  Bank  in  its  own 
circulation  account ;  it  paid  in  its  own  gold  to  the  assistant  treasurer  at  New 
York,  and  had  it  paid  out  at  San  Francisco  to  the  Crocker  National  Bank,  and 
which  credited  on  its  own  l)ooks,  the  National  City  Bank's  books,  the  difference 
representing  the  premium  in  New  York  funds.  At  that  time  payment  could 
only  be  made  through  clearing-house  certificates,  I  believe.  This  bank  assumed 
no  liability  whatever.  This  bank  never  paid  a  nickel  of  my  expenses  to  go  to 
New  York  to  see  about  getting  some  division  of  the  profits  in  that  transaction, 
no  matter  what  the  correspondence  may  show  as  to  whether  I  signed  as  vice 
president  or  not.  Of  course,  after  theSe  sums  had  been  credited  to  Glover  & 
Flather,  the  transfers  were  made  from  Glover  &  Flather  to  profit-and-loss 
account  of  the  Riggs  National  Bank. 

My  letter  continues: 

It  is  with  regret  that  this  office  Is  forced  to  the  conclusion  that  the  officers 
of  the  Riggs  National  Bank  have  not  only  endeavored  to  deceive  the  bank 
examiner  and  the  comptroller's  office,  but  they  appear  to  have  deceived  their 
own  counsel,  Mr.  Bailey,  as  to  the  "  Joint  account "  character  of  this  trans- 
action. 

It  has  been  shown  above  that  the  first  letter  in  which  any  sales  were  reported 
clearly  and  distinctly  set  forth  that  the  transaction  was  a  "Joint  account" 
transaction,  and  that  the  Riggs  National  Bank  was  liable  for  one-half  of  any 
loss  that  might  be  involved,  and  was  entitled  to  one-half  of  any  profit  which 
might  accrue  from  it.  This  was  confirmed,  as  above  shown,  by  the  Riggs 
National  Bank  itself  at  the  time,  as  abundantly  proved  by  the  correspondence. 
The  various  officers  of  the  Riggs  National  Bank  conferred  as  to  the  transac- 
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tion,  according  to  the  sworn  testimony  at  the  time  It  took  place,  and  were  pre- 
sumably posted,  although  some  of  them  have  apparently  contradicted  each  other. 
These  same  officers,  Messrs.  C.  C.  Glover,  president:  M.  E.  Ailes,  vice  presi- 
dent; W.  J.  Flather,  vice  president;  and  H.  H.  Flatiier,  caller,  were  present 
when  Mr.  Ailes  was  being  examined  under  oath  and  were  conferring  with  their 
counsel  during  tlie  examination ;  and  yet  the  real  facts  appear  to  have  been 
so  thorou^ly  concealed  from  their  own  counsel  that  Mr.  Bailey,  after  Mr. 
Alles  had  made  the  foregoing  statement,  snid: 

I  ask  your  attention  to  tliis  statement  by  Senator  Bailey.  The  let- 
ters which  are  referred  to  in  what  I  have  read,  the  correspondence 
between  the  National  City  Bank  and  the  Biggs  National  Bank,  are 
printed  in  this  letter  of  mine  of  April  5,  corroborating  the  purely 
official  character  of  the  transaction,  in  which  the  Biggs  National 
Bank  was  directly  and  distinctly  liable. 

Mr.  Bailey  sai<i: 

The  Chairman.  Under  oath? 

Mr.  Williams.  When  the  officers  were  under  oath  and  being  ex- 
amined by  the  national-bank  examiner  in  January,  1915,  I  think  it 
was: 

Mr.  Batley.  T^t  me  see  if  I  thoroughly  understand  the  transaction.  This 
banlc  was  not  buying  any  of  the  bonds,  ussuminj:.  as  I  understand  you  to  say, 
no  liability  ami  making;  absolutely  no  payment.  Therefore  it  was.  whatever  It 
was,  a  commission  or  profit  made  entirely  on  a  transaction  of  the  National  City 
Banlv 

To  which  Mr.  Aile^  replies,  "  Yes." 

Evidently  his  own  counsel,  Senator  Bailey,  had  not  been  given. the 
real  facts  by  the  bank. 
The  Chairmax.  That  is  your  conclusion? 
Mr.  WiiiLiAMS.  I  am  quoting  Mr.  Bailey's  language. 
The  Chairman.  Well,  stick  to  it. 
Mr.  WiixiAMs.  This  continues: 

Mr.  Bailey.  It  was  earned,  or  if  it  was  obtained,  then  it  was  not  a  hank 
transaction,  because  the  bank  had  furnished  no  money,  had  assumed  no  lia- 
bility, had  incurred  no  exi)ense.    Is  that  what  I  understand  you  to  say? 

Mr.  AiLEs.  That  is  it  exactly. 

And  that  is  directly  contradicted  by  the  record  and  the  corre- 
spondence.   Mr.  Bailey  then  goes  on : 

Mr.  Bailey.  And  if  it  had  been  charged  directly  to  the  bank,  or  credited  di- 
rectly to  the  bank,  it  would  have  involved  the  same  explanation  that  the  old 
commission  accounts  did ;  that  though  it  was  credited  to  the  bank,  as  a  matter 
of  fact  it  was  earned  by  others  and  not  by  the  bank.  If  it  had  been  credited  di- 
rectly to  the  bank,  then  the  bank  would  have  brought  Itself,  as  I  understand  it, 
within  the  RIdgely  letter  of  September  22,  1904.  that  advised  them  that  selling 
stocks  and  bonds  on  c<mimission  was  ultra  vires  and  yet  you  had  continued  it 
without  any  liability  or  expense*  or  obligation  on  the  part  of  the  bank,  you  be- 
lieving that  the  Flather  and  Flatlier  account  or  the  Glover  and  Flather  ac- 
count was  the  place  to  pass  the  credit.    I  understand  that. 

Mr.  McKENNi-rv'.  Please  answer  that.  These  gentlemen  [indicating  the 
stenographers]  can  not  see  a  nod  of  your  head. 

EXAMINF31.  As  I  understand  it,  that  is  an  explanation  of  Mr.  Bailey,  and 
he  wants  it  written  into  the  minutes.  It  does  not  call  for  an  answer  from 
Mr.  Ailes. 

Mr.  Aitj:8.  I  nodded  my  assent  to  Senator  Bailey,  and  Mr.  McKenney,  no 
doubt  correctly  enough,  said  that  the  stenographers  could  not  be  supposed  to 
transcribe  that  nod. 

The  letter  continues: 

It  is  hardly  conceivable  that  If  your  officers  had  told  the  truth  to  your 
counsel,  Mr.  Bailey,  that  this  transaction  was  a  "joint  account"  with  the 
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National  City  Bank,  and  if  your  officers  had  advised  him  of  the  correspond- 
ence with  the  National  City  Bank  wliich  so  clearly  proves  the  nature  of  the 
transaction,  that  Mr.  Bailey  would  have  made  the  following  statement  which 
he  did  make  after  the  above  testimony  had  been  given  by  Mr.  Ailes, 

Mr.  Batusy.  As  a  matter  of  fact  I  could  not  go  Into  any  court  of  conscience 
or  law  in  the  world  and  take  that  money  that  Ailes  turned  over  to  the  bank 
for  Ailes  himself.  He  was  absolutely  entitled  to  it,  I  think,  in  morals — I 
know  In  law. 

Now,  based  upon  the  facts  that  the  officers  of  the  bank  stated  to 
Senator  Bailey,  he  drew  that  totally  incorrect  conclusion.  If  it  had 
been  taken  and  permanently  kept  by  those  men,  with  the  facts  which 
were  subsequently  developed,  they  would  have  been  guilty  of  embez- 
zlement and  would  have  been  reported  to  the  Department  of  Justice 
for  such  offense. 

Senator  Gronna.  The  records  show  that  the  name  of  the  bank 
was  used? 

Mr.  Williams.  Completely.  Right  at  this  point  I  ask  you  for 
just  a  few  moments  to  allow  me  to  show  that. 

Here  is  a  letter  to  the  Riggs  National  Bank  dated  February  8, 
1908 : 

Febbuaby  3,  1908. 
The  RiGOs  National  Bank, 

Washington,  D,  C. 

Dear  Sirs:  We  have  to-day  credited  your  account  with  $24,704.16  one-half 
the  profit  in  the  Joint  account  in  Unite<l  States  registered  4s  of  1925  (Crocker 
National  operations),  resulting  from  sales  made  during  the  month  of  January. 
The  sales  for  January  were  $^£^5,500  par  value,  and  no  sales  of  these  bonds  were 
made  prior  to  January  1. 

The  purchases  and  sales  have  all  been  figured  on  an  "  and  interest "  basis, 
on  the  assumption  that  the  bonds  carry  themselves  in  circulation  account  with 
no  loss,  and  for  this  reason  no  carrying  charges  are  assessed  against  the  joint 
account  In  which  you  are  Interested.  The  purchases  for  this  account  were  as 
follows : 

Apr.    16,    1907,    $150,000,    at    130.033    and    interest     (or    129} 

ex  interest) $195  049.50 

Nov.  7.  1907,  $506,660,"ari09.^"]or  110  flat n--~---I~I-I™I      549,'62o!oO 
Nov.  12,  1907,  $1,000,000,  at  109.869  and  interest  (or  110  fiat) 1,092,690.00 

$1,650,000,  at  111.718  and  interest,  average  price 1, 843, 359. 50 

The  average  "  and  interest "  selling  price  for  all  the  bonds  sold  during  Janu- 
ary was  118.822  and  interest  These  sales,  therefore,  show  a  profit  of  7,104 
points,  or  a  total  profit  on  $695,500  of  $49,408.32,  one-half  of  which  amount  is 
the  credit  indicated  above. 

As  further  sales  are  made  from  time  to  time  we  wiU  make  an  accounting  to 
you,  either  crediting  or  charging  your  account  as  the  operations  show  a  profit 
or  loss. 

Senator  Fletcher.  That  is  a  letter  to  whom? 
Mr.  WiujAMs.  That  is  a  letter  to  the  Kiggs  National  Bank  from 
the  National  City  Bank  of  New  York. 

As  further  sales  are  made  from  time  to  time  we  will  make  an  accounting  to 
you,  either  crediting  or  charging  your  account  as  the  operations  show  a  profit 
or  loss. 

They  were  interested  to  the  extent  of  one-half  of  the  profits  or 
one-half  of  the  losses.    That  was  dated  February  8,  1908. 

Inclosed  herewith  Is  a  list  of  the  sales  made  for  the  period  ending  Jan- 
uary 80. 
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On  February  4,  1908,  the  Riggs  National  Bank  acknowledged  re- 
ceipt to  the  National  Citj  Bank  of  the  letter  reporting  the  credit  of 
$24,704.16  as  follows: 

The  Rtoos  National  Rank  ok  WA8HiNait>N,  D.  C. 

Wanhington,  D.  C^  February  4,  t90^ 
Mr.   J.   H.   McEldownrt, 

Aii9i9tant  Cashier  National  City  Bank,  New  York,  N.  Y. 

DsAB  Sib:  We  beg  to  acknowledge  receipt  of  your  letter  of  the  3cl  liistant, 
In  which  yon  advise  having  credited  our  account  $24,704.16,  representing  one- 
half  of  the  profits  on  sales  during  the  month  of  January  of  U.  S.  regtetered 
4*s  of  1925,  which  were  purchased  by  us  for  joint  account  througli  the  Crocker 
National  Bank  of  San  Francrisco.  We  note  that  as  further  sales  are  made  from 
this  Joint  account  you  will  credit  our  account  with  one-half  the  profits  shown  or 
one-half  of  the  losses  entailed.  With  thanks  we  remain. 
Very  truly,  yours, 

Wm.  J.  Flathicb,  Vice  PreHdeni. 

My  letter  to  the  Riggs  Bank  continues : 

At  the  same  time  the  National  City  Bank  sent  a  detailed  memorandum 
showing  the  dates  on  which  the  various  bonds,  aggregating  $095,500,  had  heen 
sold  and  the  prices  received  for  each  lot. 

On  February  7,  1008,  the  National  City  Bank  addressed  the  following  eom- 
munlcation  to  the  RIggs  National  Bank: 

February  7,  190$, 
Mr.  M.  E.  AiLEs, 

Vice  President  the  Rigga  National  Bank, 

Washington,  D,  C. 

Deab  Sib:  It  might  be  of  interest  to  you  to  know  that  since  our  recent 
accounting  to  the  Riggs  National  of  long  48  held  by  us  in  joint  account  we 
have  sold  $300,500  additional  bonds  at  the  average  flat  price  of  118.07.  Tills  is 
about  one-sixteenth  of  1  per  cent  above  the  quotation  at  which  we  figure  the 
prospective  proflt.    We  still  have  $564,000  of  the  bonds  in  the  joint  account. 

This  letter  was  answered  under  date  of  February  8  by  the  Riggs  National 
Bank  over  the  signature  of  M.  E.  Ailes,  as  vice  president,  as  follows : 

The  Rio<;s  National  Bank  of  Washington,  D.  C, 

Washington,  1).  C,  February  «,  IBOS, 
Mr.  .T.  H.  McEldowney, 

Assistant  Cashier  the  National  City  Bank, 

New   York,  N.    Y, 

Deab  Mr.  McEldowney  :  We  are  in  re<*eipt  of  your  letter  of  the  7th  instant 
advising  us  that  since  your  recent  accounting  to  the  RIggs  National  Bank  of 
long  4s  held  in  joint  account  you  have  sold  $300,r)00  additional  bonds  at  the 
average  flat  price  of  118.07  and  that  you  still  have  $564,000  of  the  bonds  in  the 
joint  account.  Your  interest  in  the  matter  is  very  much  appreciated,  and  we 
beg  to  thank  you  for  the  advice. 
Very  truly,  yours, 

M.  B.  Ailes,  Vice  PreHdimt, 
On  February  20.  1908,  the  National  City  Bank  sent  the  following  letter  to 
the  Riggs  National  Bank: 

February  20,  1908. 
Mr.  M.  E.  Ailes, 

Vice  President  the  Riggs  National  Bank, 

Washington,  D.  C. 
Dear  Sib:  We  wish  to  say  that  we  have  sold  all  the  long  48  held  in  joint 
account  by  the  Riggs  National  Bank  and  the  National  City.  The  bonds  have 
been  sold  at  a  little  over  one-half  of  1  per  cent  more  than  we  figured  the 
prospective  proflt.  We  will  send  3'ou  a  complete  statement  within  the  next  ftew 
days  showing  all  the  sales,  as  well  as  the  amount  credited  to  the  account  of  the 
Riggs  National  Bank  to  cover  Its  one-half  of  the  proflt. 
Very  truly,  yours, 

J.  H.  McEldowivet. 
On  February  21,  1908,  the  National  City  Bank  advised  the  Riggs  National 
Bank,  by  letter,  of  the  sale  of  "  $954,500  United  States  registered  4s  of  1925 
heJd  by  us  in  joint  account."    These  sales  included  the  remaining  $804,500  of 
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bonds  pur(*hase<1  from  the  San  Francisco  bank  in  November  for  joint  account 
and  also  $150,000  of  additional  bond»  which  had  been  taken  fbr  *'  joint  account " 
the  previous  April,  thus  closing  out  entirely  these  joint  account  operations. 
The  letter  was  as  follows: 

Fkbruaby  21,  1908. 
RTr.o8  National  Bank, 

Waahhiffton,  D,  C. 

Pear  Sirs:  Referring  to  our  letter  of  February  8,  we  would  say  that  we 
have  sold  the  remaining  $854,500  United  States  registered  fours  of  1925  held  by 
u«  in  joiiit- account.  The  bonds  w«re  sold  at  the  average  price  of  118.468  and 
liiten?st,  or  at  a  profit  of  0}  points.  The  total  profit  amounts  to  $84,428.75. 
We  have  to-day  credited  your  account  with  $82,214.38,  representing  your  half 
of  such  profit. 

We  ore  taking  pleasure  in  inclosing  herewith  a  list  containing  the  sales. 

We  have  cre<]ited  your  account  previously  with  $24,704.16,  as  indicated  in 
our  letter  of  February  3.  The  total  profit  to  you  in  the  joint  account  amounts, 
accordingly,  to  $56,918.54. 

On  February  24,  1908,  M.  E.  Ailes,  as  vice  president  of  the  Riggs  National 
Bank,  acknowledged  receipt  of  the  National  City  Bank's  letter  of  February  21 
by  the  foUow^ing  letter: 

Rioos  National  Bank  of  Washington,  D.  C, 

Washington,  D.  T.,  February  24,  1908. 
The  National  City  Rank, 

New   York,  N,   Y. 

Dear  Sirs  :  We  are  in  receipt  of  your  letter  of  the  21st  instant  advising  us 
that  you  have  cre<lited  our  account  $32,214.14  in  final  settlement  of  the  joint 
account  in  long  fours  in  transaction  with  the  Crocker  National  Bank  of  San 
Francisco. 

We  appreciate  ver>'  much  your  excellent  work  in  handling  matters  of  this 
kind,  and  trust  we  may  have  the  opportunity  In  the  future  of  bringing  other 
business  of  similar  character  to  you. 
Very  truly,  yours, 

M.  E.  AiLSS,  Vice  President. 

The  foregoing  correspondence  leaves  no  doubt  as  to  the  character  of  the 
transactions  referred  to.  The  Government  bonds  were  purchased  from  the 
San  Francisco  bank  through  the  Riggs  National  Bank  of  Washington,  for  the 
joint  account  of  the  National  City  Bank  of  New  York,  and  the  Riggs  National 
Bank  of  Washington.  The  bonds  were  paid  for  by  the  National  City  Bank, 
which  at  the  time  of  purchase  practically  reimbursed  Itself  for  thA  outlay  by 
depositing  the  bonils  with  the  Treasurer  of  the  United  States  and  receiving 
circulating  notes  against  them.  Each  bank  was  responsible  for  ono-half  of  the 
total  cost  and  of  the  resulting  profit  or  loss. 

The  National  City  Bank,  in  its  letter  of  February  3,  1908,  to  the  Riggs 
National  Bank  had  said  that  "  the  purchases  and  sales  have  all  been  figures 
on  an  *  and  interest '  basis  on  the  assumption  that  the  bonds  carry  themselves 
In  circulation  account  with  no  loss,  and  for  this  reason  no  carrying  charges 
are  assessed  against  the  joint  account  in  which  you  are  interested.*' 

This  same  letter  distinctly  states,  in  reporting  the  first  sales  of  bonds,  that 
'*  as  further  sales  are  made  from  time  to  time  we  will  make  an  accounting  to 
you  either  crediting  at  charging  your  accoimt  as  the  operations  show  a  profit 
or  less." 

That  the  officers  of  the  Riggs  National  Bank  thoroughly  understood  the  na- 
ture of  the  arrangement  there  can  be  no  doubt  They  knew  that  the  bank  was 
responsible  for  its  share  of  whatever  profit  or  loss  might  ultimately  be  in- 
volvefl;  and  the  letter  from  the  Riggs  National  Bank,  signed  by  its  vice 
president.  W.  J.  Flather,  under  date  of  February  4,  1908,  says  unequivocally : 

•*  We  note  that  as  further  sales  are  made  from  this  joint  account  you  will 
credit  our  account  with  one-half  the  profits  shown  or  one-half  the  losses 
entailed." 

During  the  examination  of  the  Riggs  National  Bank  the  national  bank  ex- 
aminer at  Washington,  to  his  surprise,  found  that  the  item  of  $24,704.16 
(which  the  National  City  Bank  on  February  4,  1908,  had  credited  to  the  Riggs 
National  Bank),  instead  of  being  passed  to  the  credit  of  "profit  and  loss,'* 
had  been  credited  on  the  books  of  the  Riggs  National  Bank  to  a  certain 
account  known  as  the  "  Glover  &  Flather  "  account,  or  "  C.  C.  Glover  and  W. 
J.  Flather.**  The  examiner  furthermore  discovered  that  $32,214.88,  which  on 
February  21,  1908,  the  National  City  Bank  had  credited  to  the  Riggs  National 
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Bank  (notifying:  them  accordingly)  on  account  of  the  profits  in  the  joint 
account,  had  likewise,  instead  of  being  credited  to  the  "profit  and  loss"  ac- 
count of  the  bank,  gone  also  to  the  credit  of  the  **  Glover  &  Flather  *'  account. 

The  exaniiner*s  investigation  also  showed  that  in  the  statement  of  condition 
of  the  Riggs  National  Bank  submit te<l  to  the  Comptroller  of  the  Currency  on 
February  14,  1908,  and  sworn  to  by  H.  H.  Flather,  cashier,  and  attested  bf 
C.  C.  Glover,  M.  E.  Alles.  W.  J.  Flather,  R.  Ross  Perry,'  J.  R.  Mcl.«an,  BL 
Hurtt,  T.  F.  Walsh,  and  Thomas  Hyde,  directors,  the  undivided  profits  of  the 
bank  which  were  given  at  $lT5,0d9,  included  no  portion  of  the  $24,704.16  profiCi 
paid  to.  the  Riggs  National  Bank  by  the  National  City  Bank  on  February  t, 
1908;  nor  does  it  appc'ur  that  the  same  sworn  statement  of  condition  shorn 
anywhere  tliat  the  Riggs  National  Bank  actually  owned  at  that  time  a  one- 
half  interest  (or  say  $477,000)  in  the  remaining  $954,500  of  Government  bonds 
still  being  carried  by  the  National  City  Bank  in  the  "Joint  account,"  for  one- 
half  of  the  prolits  or  loss  for  which  the  Riggs  National  Bank  had  admitted, 
officially,  to  the  National  City  Bank  its  liability. 

This  action  of  the  bank's  ofRcers  (Glover,  Alles,  and  W.  J.  and  J.  H.  Flather) 
in  asking  the  bank's  dire<rtors,  who  it  is  claimed  "  knew  nothing  of  the  Glover 
and  Flather  account,"  to  sign  such  a  false  and  misleading  statement  calls  for 
explanation.  These  officers  knew  at  the  time  that  $24,704.16  of  money  earned 
by  the  bank  from  the  "  Joint  account "  had  been  excluded  from  the  bank's 
undivided  profits,  where  it  properly  belonged,  and  crwlited  to  the  Glover  and 
Flather  account,  where  'Mr,  Glover  swore  it  l)ecame  "  subject  to  my  "  [hlsl 
"order  and  my,"  fhls]  "disposition  and  those  of  my"  fhisi  "coowners,"  and 
"in  no  manner  subject  to  the  disposiil  or  check  of  the  officers  of  the  Riggs 
National  Bank  acting  in  their  official  cjipaclty." 

The  books  of  the  Riggs  National  Bank  show  that  some  time  In  April,  1908, 
long  after  the  profits  «>n  the  TTnlted  States  bond  transaction,  amounting  to 
$56,918.54,  had  been  credited  to  "  Glover  &  Flather,"  that  account  was  charged 
and  the  "  profit  and  loss  "  account  of  the  bank  was  cr«lited  with  certain  items 
described  as  "  profit  on  sundry  bond  salt»s  and  sundry  commissions,"  which,  I 
understand,  it  is  claimed  fully  restored  to  the  bank  the  funds  which  had  beM 
wrongfully  diverted.  The  restoration  of  the  money,  however,  did  not  wipe  out 
the  oflfense  of  which  Messrs.  C.  C.  Glover  and  W.  J.  Flather,  or  those  responsible 
for  the  action,  were  guilty  In  placing  these  funds  (»f  the  bank  to  their  personal 
credit,  or  Justify  the  misleading  and  untrue  statements  which  were  made  and 
sworn  to  by  the  officers  of  the  bank  concealing  these  transactions. 

In  the  investigation  by  the  bank  examiner  In  May  last,  which  resulted  in  the 
discovery  of  these  and  various  other  irregular  transactions,  it  was  found  that 
the  account  of  "  Flather  &  Flather,"  representing  the  consolidation  of  the  ac- 
counts of  "  Glover  &  Flather  "  nnd  "  Flather  &  Flather,"  was  carrying,  in  cash 
and  securities,  an  amount  estimated  at  $40,000  to  $75,000,  which  the  MessrsL 
Glover  and  Flather  claimed  belonged  to  them  personally,  subject  to  their  per- 
sonal checks,  and  over  which  the  bank  had  no  authority,  although  they  have 
vigorously  protested  that  they  always  "  intended  "  to  use  these  funds  for  the 
"  benefit "  of  the  bank. 

In  weighing  the  value  of  their  declarations,  however,  it  Is  necessary  to  keep 
in  mind  an  equally  positive  assertion  made  by  President  Glover  under  oath 
under  date  of  .Tune  18,  1914,  when  he  said: 

"  I  did  not  mean  to  say,  and  do  now  say,  that  no  officer  of  the  bank  has  per- 
.tonally  profited  by  any  commission  received  on  or  in  connection  with  either 
real  estate  loans  or  bonds  or  stocks  purchased  for  customers  or  depo.sitors  of 
the  bank  or  borrowers  of  mon(\v  therefrom.  I  further  say  that  I  have  never  per- 
sonally re<*elved  and  kept  comnilsslons  on  account  of  real  estate  loans  placed 
with  or  taken  by  depositors  of  the  bank  who  withdrew  funds  which  they  had  on 
deposit  with  the  bank  In  making  settlement  for  such  loans,  and  have  no  reason 
to  believe  that  any  other  officer  of  the  bank  ever  did  so.     ♦     ♦     ♦ 

"After  the  incorjioration  of  the  Riggs  National  Bank  this  business  was  con- 
tinual by  the  officers  of  the  bank  as  individuals,  the  compensation  received 
therefor  being  at  first  passed  diro<*tly  to  *  commission '  account,  but  later,  with 
the  knowlcflge  of  bnnk  examiners,  was  passeil  to  the  credit  of  two  account*? 
opimed  for  that  purpose — one  in  the  name  of  *  Glover  &  Flather  *  and  the  other 
In  the  name  of  *  Flather  &  Flather.'  The  balance  to  the  credit  of  '  Glover  & 
Flather '  was  tran.sferred  on  the  17th  of  April,  1914,  to  *  Flather  &  Flather/  thus 
consolidating  the  two  accounts." 

Senator  Fi-etcher.  When  were  these  two  items  of  profits  on  ac- 
count of  the  bond  transactions  transferred  to  the  banki 
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Mr.  Williams.  In  April.  1918,  «nd  kept  there  for  some  weeks.  I 
<*^ntinue  reading: 

"  Whether  the  officers  who  renderefl  «uch  service  were  entitled  to  retain  for 
their  own  personal  benefit  any  part  of  the  commissions  received  for  such  services 
is  not  material.  No  one  of  them  every  claimed  or  intended  to  claim  any  part  of 
jsaid  commissions.  And  no  on<*  of  them  has  ever  retained  any  part  thereof  for 
his  own  benefit.  Amounts  have  been  withdrawn  from  said  accounts  at  various 
times  for  the  benefit  of  the  bank.  Nothing  has  ever  been  withdrawn  by  the 
officers  for  their  personal  benefit,  and  no  one  of  them  has  ever  profited  person- 
ally thereby." 

That  is  Mr.  Glover's  statement  and  claim,  and  then  I  continue : 

In  regard  to  the  foregoing  declaration  of  Mr.  0.  C.  Glover,  president,  the 
Comptroller  of  the  Currency  addres.sed  him,  under  date  of  July  22,  1914,  a  let- 
ter commenting  upon  President  Glover's  misleading  statements,  and  said : 

"After  I  had  secured  these  affidavits  I  received  from  you  your  letter  of  July 
17,  in  which  you  acknowledge  that  statements  heretofore  made  by  you  under 
oath  were  not  true,  claiming  that  certain  inconsistencies  were  the  result  of 
•pure  oversight*  You  thereupon  admit  that  for  a  period  of  more  than  five 
years,  or  *  from  January,  1897,  to  May,  1902,  the  business  of  malting  real-estate 
(but  no  other)  investments  for  customers  of  the  bank  was  done  by  and  through 
the  firm  of  "  Glover,  Hyde,  Johnston  and  others,"  which  firm  was  composed  of 
myself  [C.  C.  Glover],  Thomas  Hyde.  James  M.  Johnston,  Arthur  T.  Brice,  and 
William  J.  Flather,  each  and  all  being  at  the  time  officers  of  the  Riggs  National 
Bank  * ;  you  inform  me  that  this  firm  or  partnership  or  confederation,  whatever 
it  may  have  been,  had  *  a  paid-in  capital  of  $30,000,*  and  you  now  confess  that — 

***A11  profits  by  way  of  commissions  or  otherwise  derived  from  such  busi- 
ness were  passed  directly  to  the  credit  of  said  firm  on  an  account  carried  in  the 
name  of  the  firm  on  the  general  ledger  of  the  bank :  and  all  such  profits  were 
divldeil  directly  among  the  members  of  the  firm.  To  such  extent  and  for  the 
period  mentioned,  officers  of  the  bank  did  directly  profit  by  the  commissions  on 
such  transactions.* 

*'  This  means,  In  plain  English,  that  after  you  had  solemnly.  Indignantly,  and 
repeatedly  denied,  under  oath,  that  you  had  ever  under  any  circumstances  ap- 
propriated for  your  personal  benefit  any  portion  of  the  commissions  received 
by  you,  an  officer  of  the  Rlggs  National  Bank,  for  placing  real-estate  loans  for 
the  customers  of  the  bank,  you  now,  after  certain  things  have  been  developed  by 
this  office,  suddenly  remember  that  for  a  period  of  more  than  five  years  you  and 
other  officers  of  the  bank  had  deliberately  pocketed  and  divided  among  your- 
selves all  these  commissions  collected  during  the  period  mentioned,  estimated 
to  amount  to  many  thousands  of  dollars**  [over  $46,000],  "which  your  former 
statements  had  solemnly  declared  had  gone  solely  to  the  credit  and  for  *the 
benefit  of  the  bank.*  ** 

That  is  continuing  the  letter.  I  will  not  read  the  paragraphs 
which  follow  there,  as  I  have  read  them  earlier  in  this  hearing  this 
afternoon.  But  that  answers,  Senator  Gronna,  your  inquiry  as  to 
whether  there  could  have  been  any  doubt  about  the  fact  that  the  bank 
was  liable  for  the  Government  bond  transaction.  I  think  that  cor- 
respondence clearljr  established  the  fact  that  the  bank  was  directly 
liable,  and  yet  it  is  inconceivable  that  Senator  Bailey,  if  he  had 
taiown  those  facts  which  I  have  just  read  to  you,  could  have  said,  as 
he  did  on  page  210  here : 

As  a  matter  of  fact,  I  could  go  into  any  court  of  conscience  or  law  In  the 
world  and  take  that  money  that  Alles  turned  over  to  the  bank  for  Alles  himself. 
He  was  absolutely  entitled  to  it,  I  think,  in  morals— I  know  In  law. 

I  think  with  the  evidence  which  we  have  before  us  it  would  un- 
.  questionably  have  been  a  case  of  embezzlement  if  he  had  done  so,  and 
I  do  not  believe  Senator  Baiiey  knew  the  real  facts  when  making  that 
statement. 
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I  continue  to  read  following  my  quoting  Senator  Bailey's  state- 
ment: 

The  statements  made  under  oath  by  the  officers  of  your  hank  at  the  examiaa- 
tiouH  recently  conducte«l  by  the  national  bank  examiner,  in  accordance  wltli 
section  5240  of  the  IleviHed  Statute  of  the  ITnited  Statea,  liave  been  shown 
to  have  been  ho  evasive,  so  eontratlictory,  so  raisleailing.  and  so  untruthful  that 
this  office  feels  cal*e<l  u|>on  to  direct  that  this  whole  matter  be  brought  forth- 
with to  the  attention  of  your  l>oard  of  direct<»rs  for  their  consideration;  and 
you  are  now  directed  to  read  this  letter  to  your  board  of  directors  at  tlieir 
next  meeting  and  also  to  lay  before  that  meeting  for  its  information,  the  full 
stenogniphic  reiwrts  <»f  the  several  examinations  made  since  January  1,  1915,  by 
national  bank  examiners  of  the  officers  of  your  bank. 

It  is  in  order  to  call  attention  to  the  fact  that,  at  the  examinations  above 
referreii  to,  which  were  made  of  your  officers  under  oath  by  National  Bank 
Examiners  Smith  and  Trimble,  the  qm^tions  of  the  examiners,  and  the  r^iles 
of  your  officers  and  of  your  counsel  (extracts  from  wliich  examinations  have 
been  copi(xl  in  this  letter)  were  taken  down  verbatim  by  a  public  stenographer 
employed  by  this  officer,  and  also  by  another  stenographer  employed  by  the  Rlggs 
National  Hank,  and  that  the  re<H)rds  of  these  two  stenographers  were  subse- 
quently (fompared  by  the  national  bank  examiners  and  found  to  agree. 

You  are  furthermore  instructed  to  send  at  once  to  each  member  of  your 
board  of  directors  a  copy  of  the  letter  which  this  office  addressed  to  you  under 
date  of  March  30,  1914.  and  also  a  copy  of  this  letter,  with  the  request  that  eadj 
director  acknowledge  the  receipt  of  each  of  these  two  letters  direct  to  this  office 
over  their  respective  signatures. 

Other  ileceptive  and  faise  statements  which  I  regret  to  find  have  l>een  made 
to  this  office  and  to  national  bank  exandners  by  the  officers  of  your  bank  will 
be  <lealt  with  later. 

Meanwhile,  in  view  of  the  unsatisfactory  and  dangerous  conditions  which 
have  come  to  light  as  a  result  of  the  investigation  of  your  bank  by  this  office 
and  the  national  bank  examiner,  and  in  view  of  the  unreliability  of  state^ 
ments  made  by  your  officer,  under  oath  or  otherwise,  and  your  long-continued 
defiance  of  the  law  and  disregard  of  the  instructions  of  this  office,  you  are 
hereby  notified  that  the  Comptroller  of  the  Gun'ency  will  until  further  notice 
refuse  to  approve  the  Kiggs  National  Hank  as  a  depositary  for  the  reserves  of 
other  national  banks, 
Resi>ectfully, 

John  Skelton  Williams. 

ComptroHer  of  the  Currency. 

That  order  was  expressly  confirmed  and  approved  by  Justice 
McCoy,  of  the  Supreme  Court  of  the  District.  In  fact,  my  impres- 
sion is  that  his  suggestion  was  that  under  those  circumstances  the 
comptrollers'  oiRce- would  have  been  deiidict  if  it  had  permitted 
other  banks  to  continue  their  reserves  with  the  Kiggs  National  Bank 
under  conditions  as  they  were  found  to  exist. 

Now,  the  correspondence  which  I  have  taxed  your  patience  to 
listen  to  is  merely  illustrative  of  the  entire  corre^spondence  between 
the  Kiggs  National  Bank  and  the  comptroller's  office  during  that 
period  of  8  or  10  months.  We  were  confronted  with  the  most  con- 
tradictory statements  from  day  to  day,  and  we  tried  to  clear  them  up. 
When  we  failed  to  get  the  facts  through  correspondence,  we  would 
send  the  examiner  to  put  the  officers  under  oath,  to  try  to  get  them 
in  that  way,  and  when  we  did  put  them  under  oath  they  became  for- 
getful, or  they  claimed  not  to  remember,  or  they  made  statements 
that  were  contradictory  of  each  other. 

I  have  this  afternoon  called  your  attention  to  three  or  four  of 
these  inconsistencies,  the  testimony  of  Mr.  McKeiiney  on  the  one 
hand,  the  testimony  of  Senator  Bailey,  and  shown  to  you  how  squarely 
the  letter  of  June  18,  1914,  signed  by  Mr.  Glover  and  the  two  Flath- 
ers,  addressed  to  the  board  of  directors  of  the  bank,  is  contradicted 
by  Director  McKenney,  the  counsel  of  the  bank,  in  the  examination 
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of  January,  1915.  Mr.  Glover  and  the  Flathers  say,  "Of  course, 
you  doubtless  know  all  about  the  accounts."  Mr.  McKenney  says, 
"  I  never  heard  of  them,  and  I  doubt  if  any  other  director  knew  there 
was  any  such  account  in  the  bank." 

If  the  directors  did  not  know  there  were  such  accounts  in  the 
bank,  and  Mr.  Glover  makes  statements  to  Examiner  Reeves  and 
other  examiners  as  to  what  these  accounts  are  on  one  day,  and  then 
when  the  examiner  asks  them  about  them,  declares  the  statements 
which  the  examiners  say  he  had  made  were  absolutely  incorrect,  what 
could  we  assume?  What  conclusions  could  we  draw?  We  were 
simply  trying  to  get  the  facts.  There  is  not  a  member  on  this  com- 
mittee who,  if  he  had  gone  through  the  Riggs  Bank  affairs  as  the 
comptroller  did  in  those  days,  would  not  have  been  equally  alarmed 
and  disconcerted  at  the  conditions  shown  there.  As  Mr.  Untermyer 
has  shown,  it  is  not  a  question  of  whether  you  can  violate  the  law 
with  impunity  and  get  away  with  it,  but  it  is  necessary  that  the 
banks  shall  obey  the  law,  whether  they  can  make  more  monejr  by 
disregarding  its  provisions  or  not,  and  we  foimd  that  the  Riggs 
National  Bank  had  for  the  entire  period  of  its  career  been  flagrantly 
disregarding  the  most  elementary  provisions  and  requirements  of  the 
law,  and  although  they  had  been  admonished,  I  think,  probably  by 
every  comptroller  and  by  almost  every  examiner  who  had  examined 
them  in  those  18  years,  they  continued  to  do  as  they  pleased 

The  earnestness  with  which  we  investigated  this  matter  was  simply 
indicative  of  our  anxiety  and  our  desire  to  rid  the  bank  of  dangerous 
and  disturbing  elements  which,  if  they  had  been  permitted  to  operate 
and  continue  unabated,  might  have  brought  ruin  to  the  bank  and 
distress  to  thousands  of  depositors  or  shar^olders. 

Senator  Fletcher.  Mr.  Hogan  says,  page  32 : 

In  1896,  16  years  after  it  had  been  formed  in  this  community  as  a  private 
banking  honse,  it  took  out  a  national  charter,  with  a  (*apital  of  $500,000. 

Has  that  capital  remained  at  that  ? 

Mr.  Williams.  No.  Senator  McLean  asked  awhile  ago  when  the 
capital  was  increased,  or  when  it  was  distributed.  I  think  the  in- 
crease took  place  between  October,  1902,  and  ApriL  1903,  or  five  years 
before  the  transaction  with  the  National  City  Bank  to  which  we 
referred. 

The  Chairman.  My  question  referred  more  particularly  to  the  dis- 
tribution of  the  stock  in  1907. 

Mr.  Williams.  The  stock  had  been  pretty  well  distributed,  I  think, 
at  that  time. 

The  Chairman.  You  do  not  know. 

Mr.  Williams.  I  can  get  you  a  list  of  the  stockholders  at  that  time, 
if  you  would  like  it.  1  will  ascertain  exactly  how  far  that  distribu- 
tion had  been  carried  out  at  that  time,  and  state  it  to  the  conmiittee. 

The  Chairman.  And  the  number  of  shares  that  each  shareholder 
held,  outside  of  the  officers  of  the  bank. 

Mr.  Williams.  Yes.  Now,  Mr.  Chairman  and  gentlemen,  with 
your  permission  I  would  like  to  introduce  some  testimony  here  to 
show  why  it  was  impossible  for  the  comptroller's  office  to  obtain  in- 
formation in  reg[ard  to  the  borrowings  from  the  bank  by  its  officers, 
directly  and  indirectly,  and  why  it  became  necessarj'^  to  request  the 
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bank  to  send  that  list  of  direct  and  indirect  or  dummy  loans  which 
the  bank  had  made  during  a  period  of  years  to  its  various  officers  and 
employees. 

I  will  illustrate  the  character  of  some  of  the  dummy  loans.  I  will 
refer  to  the  testimony  of  the  officers  of  the  Riggs  ^Tational  Bank 
before  the  national  bank  examiner,  page  594,  volume  3,  of  the  Febru- 
ary, 1919,  hearings.  Mr.  Smith  was  the  examiner  conducting  the 
examination. 

Testimony  of  Mb.  Henbt  H.  Fi,a.thkb. 

(The  witness  was  duly  sworn  by  Mr.  Trimble.) 

Mr.  Smith.  Mr.  Flather,  you  are  cashier  of  the  Riggs  National  Bank,  are  yoo 
not? 

Mr.  H.  H.  Flatheb.  Yes,  sir. 

Mr.  Smfth.  In  Table  No.  5,  under  date  of  August  22,  1911,  is  listed  a  note  of 
B.  L.  Nevius,  Jr.,  $26,400 ;  and  in  the  same  table,  under  date  of  May  23,  1914,  is 
a  note  of  B.  L.  Nevius,  $24,000,  with  a  notation, '  -  Renewal  of  balance  of  loan  of 
August  22,  1911." 

Mr.  H.  H.  Flatheb.  What  was  that  last  renewal? 

Mr.  Smfth.  May  23,  1914,  $24,000. 

Mr.  H.  H.  Flatheb.  What  is  it  you  want  to  know? 

Mr.  Smuh.  Who  got  the  proceeds  of  those  notes? 

Mr.  H.  H.  Flatheb.  Of  this  $24,000? 

Mr.  SMriH.  The  $24,000  is  the  renewal  of  the  $26,400,  is  it  not? 

Mr.  H.  H.  Flatheb.  I  got  it 

Mr.  Smith.  You  got  the  proceeds  of  the  $26,400? 

Mr.  H.  H.  Flatheb.  Whichever  one  it  was. 

Mr.  SMrrn.  The  $26,400  is  the  note  dated  1911. 

Mr.  H.  H.  Flatheb.  Just  let  me  see  [examining  book] ;  1911,  is  tbat,  Mr. 
Smith? 

Mr.  Smfth.  Yes ;  1911. 

Mr.  H.  H.  Flatheb  [examining  further].  Yes,  sir;  I  got  that 

Mr.  Smith.  Who  paid  the  note  when  it  was  paid? 

Mr.  H.  H.  Flatheb.  I  did. 

Mr.  Smith.  Then  all  the  time  from  April,  1911,  until  that  note  was  finally 
paid  in  1914,  you  were  carrying  a  note  in  the  bank  under  the  name  of  B.  ll 
Nevius? 

Mr.  H.  H.  Flatheb.  The  bank  was  carrying  a  note  of  B.  L.  NeviuSw 

Mr.  Smith.  The  bank  was  carrying  a  note  of  B.  L.  Nevius? 

Mr.  H.  H.  Fiatheb.  The  bank  was ;  yes,  sir. 

Mr.  Smith.  Of  which  you  got  the  proceeds? 

Mr.  H.  H.  Flatheb.  Of  which  I  got  the  proceeds. 

Mr.  Smith.  And  which  you  paid? 

Mr.  H.  H.  Flatheb.  And  which  I  paid. 

Mr.  Smith.  In  other  words,  you  were  borrowing  from  the  bank  in  the  name 
of  B.  L.  Nevius? 

Mr.  H.  H.  Flatheb.  I  was. 

Mr.  Smfth.  That  is  all. 

Mr.  H.  H.  Flatheb.  Of  course,  you  did  not  speak  about  collateraL 

Mr.  Smith.  You  own  the  collateral? 

Mr.  H.  H.  Flatheb.  I  own  the  collateral.    I  just  wanted  to  state  that 

I  will  say  that  Mr.  H.  H.  Flather,  in  addition  to  those  indirect 
loans,  was  borrowing  large  sums  consistently,  steadily,  right  along 
from  the  bank  on  various  highly  speculative  securities.  He  was 
cashier  of  the  bank  meanwhile,  and  had  a  private  wire  right  at  his 
desk  connecting  with  the  stock-brokerage  omces. 

Senator  Gronna.  What  was  that  collateral  i 

Mr.  Williams.  That  has  been  referred  to,  1  think,  once  or  twice. 
I  think  it  was,  Mr.  Chairman,  Mr.  H.  H.  Flather's  loan,  where  five  or 
six  stocks  were  read  out,  some  of  them  selling  as  low  as  1  cent  on  the 
dollar,  others  at  1^  cents  on  the  dollar,  others  at  9  cents  on  the  dollar. 
and  others  as  high  as  18.    But  they  were  very  speculative  stocks.    1 


NOMINATION  OF  JOHN  SKELTON  WILLIAMS.  687 

think  I  recall  among  them  Rock  Island  preferred  and  common,  Mis- 
souri Pacific,  and  other  things.    I  think  the  record  shows  the  list. 

Senator  Gronna.  Were  they  put  up  at  par  or  put  up  at  their  actual 
value? 

Mr.  Williams.  The  stocks  that  sold  at  1  were  put  up  at  par. 

Senator  Gronna.  They  were! 

Mr.  Williams.  I  have  no  doubt  they  were.  They  were  lending 
on  stocks  of  a  highly  speculative  character  at  par.  Some  of  them 
were  good.  I  do  not  know  how  the  loans  ran  for  a  period  of  jears; 
how  far  they  were  adequately  margined.  It  was  with  a  view  to 
getting  this  information,  as  to  how  much  the  bank  had  been  lending 
to  its  officers  on  inadequate  margins,  that  I  asked  for  this  report. 

I  continue  reading  from  the  testimony  of  the  officers : 

TESTIMONY  OF  WILLIAM  J.  FLATHKB,  ESQ. 

Mr.  Smith.  In  table  No.  5,  loans  made  by  the  bank  the  collateral  of  which 
did  not  belong  to  the  signer  of  the  notes,  there  is  a  note  listed  "  George  H.  Felt, 
$17,500,  secured  by  120  shares  of  Mergenthaler,"  I  think  it  Ls. 

Mr.  W.  J.  Flather.  That  is  right 

Mr.  Smith.  The  date  of  that  note  is  April  30,  1912.  Is  that  the  same  note 
or  a  continuation  of  a  note  that  is  listed  in  the  letter  of  July  14,  1914,  for 
$17,500,  secured  by  116  shares  of  Mergenthaler? 

Mr.  B'latheb.  The  same  note. 

Mr.  Smith.  Then  it  was  in  the  bank  from  April  90,  1912,  until  paid  in  June, 
1914? 

Mr.  Flather.  I  think  so. 

Mr.  Smffh.  The  correspondence  shows  that  you  received  the  proceeds  of  that 
note. 

Mr.  Flather.  I  did ;  yes,  sir. 

Mr.  Smith.  Who  paid  it  when  it  was  paid? 

Mr.  FiJkTHER.  I  paid  it. 

Mr.  Smith.  What  was  the  object  of  procuring  Mr.  Felt  to  make  that  note 
for  you? 

Mr.  Flather.  I  do  not  know  that  I  had  any  real  reason,  Mr.  Smith,  except 
that  I  was  borrowing  some  money  here,  and  I  thought  I  would  get  Mr.  Felt  to 
borrow  some  for  me.  That  is  all  there  is  to  it.  It  was  my  money  and  my 
collateral. 

Mr.  Smith.  And  you  borrowed  the  money  from  a  national  bank  in  which 
you  were  an  officer  and  in  a  way  that  It  did  not  show  that  you  were  the 
borrower? 

Mr.  Flather.  Yes ;  that  is  very  true. 

Mr.  Smith.  In  table  No.  5,  just  referred  to 

Mr.  Flather.  But  I  never  passed  on  that  collateral  nor  on  any  other  note 
which  I  ever  had  discounted  or  borrowed  money  on  from  the  Riggs  National 
Bank. 

Mr.  Smith.  You  procured  Mr.  Felt  to  give  you  his  note  for  the  purpose  of 
getting  the  money,  did  you  not? 

Mr.  Flather.  Mr.  Felt  gave  his  note  with  my  collateral  at  my  request ;  yes. 


Testimony  of  W.  J.  Flather — Continued. 

Mr.  Smith.  The  other  day,  Mr.  W.  J.  Flather,  Mr.  Glover  stated  that  the 
proceeds  of  the  A.  M.  Nevius  note  were  his,  in  other  words,  that  was  an  ac- 
commodation note  procured  by  him.  The  George  H.  Felt  note,  I  believe,  was 
the  one  you  said  was  an  accommodation  note  for  you. 

Mr.  Flather.  I  would  not  call  it  an  accommodation  note. 

Mr.  Smith.  You  procured  Mr.  Felt  to  give  It,  and  you  got  the  proceeds? 

Mr.  Fr^THER.  I  loaned  Mr.  Felt  that  collateral  and  he  borrowed  the  money  on 
it,  the  same  as  you  or  anybody  else  would,  and  gave  me  the  money. 

Mr.  Smtth.  As  a  matter  of  fact— I  think  it  Is  covered,  but  you  make  that 
statement  now,  so  I  want  to  ask  you  again;  that  is  one  way,  possiblSr,  of 
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stating^  it  As  a  matter  of  fact,  did  you  not  procure  Mr.  George  H  .F^  to 
make  out  his  note  and  put  it  in  the  bank  for  the  express  purpose  of  borrowing 
money  from  the  bank  for  your  use,  so  that  your  name  would  not  show  as  being 
the  borrower? 

Mr.  Flather.  I  do  not  know  that  I  would  put  It  that  way,  Mr.  Smith. 

Mr.  Smith.  Is  not  that  the  correct  way  of  putting  it? 

Mr.  l^ATHEB.  I  will  say  just  what  I  said  before,  that  I  loaned  Mr.  Ftit 
this  stock.  He  borrowed  the  money  on  it  from  the  bank,  and  I  got  the  pro- 
ceeds 

Mr.  Smith.  As  a  matter  of  fact,  then,  you  went  to  him  and  asked  him  to 
give  you  the  note? 

Mr.  Further.  I  went  and  asked  him  to  borrow  the  money. 

Mr.  Bahxt.  The  note  was  not  given  to  you  at  all? 

Mr.  Flather.  No  ;  the  note  was  not  given  to  me  at  all. 

Mr.  Bailey.  The  note  was  made  direct  to  the  bank? 

Mr.  Flather.  Made  direct  to  the  bank ;  yes. 

Mr.  Smith.  Did  he  make  the  note  and  put  it  in  the  bank,  or  did  you  get 
it  from  him  and  put  it  in  the  bank  yourself? 

Mr.  Flather.  How  is  that? 

Mr.  Smith.  Did  he  present  the  note  to  this  bank  for  discount,  or  did  yon? 

Mr.  Flather.  I  could  not  state  at  this  time. 

Mr.  Smith.  What  would  you  think?   What  Is  your  impression? 

Mr.  Flather,  I  am  not  testifying  to  thought,  am  I? 

Mr.  Smith.  You  have  some  thoughts  on  the  matter.  'Tou  know  the  trans- 
action. You  handled  it.  In  other  words,  did  he  actually  come  into  the  iMuik 
and  present  a  note  for  discount  and  get  the  proceeds  in  cash  and  take  It  out- 
side and  give  it  to  you? 

^fr.  Flather.  I  do  not  think  he  did. 

Mr.  Smith.  He  simply  signed  the  note  and  turned  it  over  to  you? 

Afr.  Flather.  That  Is  my  Impression. 

Mr.  Smith.  And  you  got  the  proceeds? 

Mr.  Flather.  That  is  my  impression. 

Mr.  Smith.  Then  you  procured  him  to  give  an  accommodation  note  for 
you? 

Mr.  Fl.\ther.  You  know  the  exact  facts. 

IVfr.  Smith.  I  am  asking  the  question. 

Mr.  Flather.  I  have  answered. 

Mr.  Smith.  Did  you  or  did  you  not  procure  him  to  give  you  an  accommoda- 
tion note  for  your  benefit? 

Mr.  Flather.  I  loaned  him  my  collateral  and  he  borrowed  the  money  fnHS 
the  bank  and  I  got  the  proceeds. 

Mr.  Smith.  You  loane<l  him  your  collateral? 

Mr.  Flather.  Yes. 

Mr.  Smith.  He  did  not  have  anything  to  do  with  it  except  the  signing  of  the 
note,  did  he,  and  he  signed  that  at  your  request? 

Mr.  FT.ATHER.  Yes. 

Mr.  Smith.  Then,  why  do  you  say  you  loaned  him  the  collateral? 

Mr.  Flather.  To  borrow  the  money  from  the  bank. 

Mr.  Smith.  He  did  not  get  any  money  from  the  bank,  did  he?  You  got  the 
money  from  the  bank? 

Mr.  Flather.  I  used  the  money. 

Mr.  Smith.  In  other  words,  instead  of  loaning  him  collateral  he  loaned  y<w 
his  name? 

Mr.  Flather.  You  can  put  it  that  way  If  you  please. 

^Ir.  Smith.  Is  not  that  the  correct  way  of  putting  it? 

IVfr.  Ft.ather.  I  do  not  know. 

Mr.  Smith.  You  are  an  officer  of  a  national  bank  and  have  been  for  years. 
You  certainly  know  what  Is  the  true  statement  of  a  case  like  that. 

Mr.  Flather.  I  loaned  Mr.  Felt  that  collateral  and  he  borrowed  the  money 
and  I  used  it. 

Mr.  Smith.  Did  he  get  any  money  from  the  bank? 

Mr.  Flather.  You  mean  actual  money? 

Mr.  Smith.  Actual  money. 

Mr.  Flather.  I  doubt  if  he  did. 

Mr.  Smith.  Funds  or  credits? 

Mr.  Flather.  I  doubt  if  he  did. 

Mr.  Smith.  Then  why  do  you  say  he  borrowed  the  money  from  the  hank? 

Mr.  Flather.  Because  he  gave  his  note. 
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Mr.  Smith.  But  he  did  not  get  a  cent? 

Mr.  PLATHBSt.  On  his  note  he  says,  "  I  promise  to  pay  to  the  Riggs  National 
Bank  *'  so  much. 

Mr.  Smith.  That  Is  all  right,  but  did  he  get  any  money? 

Mr.  Bailey.  Mr.  Flather,  you  have  answered  that  question  three  or  four 
times.    Decline  to  answer  It  any  more. 

Mr.  Smith.  Do  you  decline  to  answer? 

Mr.  Flathek.  Any  more  than  I  have. 

Mr.  Bailey.  Upon  the  ground  you  have  answered  three,  or  four  times. 

Mr.  Flather.  Yes. 

Testimony  of  Mr.  W.  J.  Flatheb  in  be  Knowledge  Dibectobs  Had  Reoabdino 

Dummy  Loans. 

Mr.  Smith.  Mr.  Flather,  In  the  case  of  the  A.  M.  Nevlus  loan,  the  Felt  loan, 
and  B.  L.  Nevlus  loan,  If  those  loans  were  put  for  approval  to  the  discount 
committee  and  aften^^ards  the  board  of  directors,  in  what  manner  were  they 
put  up?  Did  it  show  and  were  the  board  and  the  discount  committee  Informed 
as  to  who  was  the  real  borrower? 

Mr.  Flather.  Not  to  my  Icnowledge,  ^Ir.  Smith.  We  submit  a  list  of  all  loans 
made,  with  tlie  collateral,  giving  the  name  of  the  borrower  and  the  collateral 
offered  and  the  amount  of  the  loan  and  the  market  value  of  It,  and  they  pass 
upon  that. 

Mr.  Smith.  Did  or  did  not  the  board  i)f  directors  know  tlie  true  borrower? 

Mr.  Flather.  As  far  as  I  know,  they  only  knew  the  person  who  gave  the 
note — the  name  of  the  person  who  gave  the  note. 

Mr.  Bailey.  And  the  collateral? 

Mr.  Flather.  And  the  collateral ;  yes.  You  will  find  that  In  every  bank. 
As  a  matter  of  fact,  Senator  Bailey,  very  few  banks  give  the  name  of  the 
borrower.    They  rimply  give  the  amount  of  the  loan  and  the  collateral. 

That,  of  course,  gentlemen,  is  very  incorrect,  his  suggestion  there 
that  the  banks  do  not  give  the  names  of  the  borrowers.  You  can 
very  readily  see  the  tendency  of  such  a  practice  as  this.  Mr.  Flather, 
by  getting  enorugh  dummies,  could  take  all  the  money  in  the  bank 
on  that  theory.  None  of  the  directors  would  know  who  was  bor- 
rowing it  or  where  it  was  going.  He  admits  he  is  getting  the  money 
out,  and  he  has  done  it  in  the  names  of  dummies,  and  the  board  of 
directors  did  not  know  who  were  the  real  beneficiaries.  This  pro- 
ceeds: 

Mr.  Smith.  Mr.  Flather,  some  time  ago  In  the  course  of  questioning  you  were 
asked  about  a  Felt  note  for  $17,500,  and  sUited  that  that  was  a  note  on  which 
you  got  the  proceeds,  that  the  collateral  belonged  to  you,  and  that  you  paid 
the  note.  I  would  like  to  ask  you  what  other  loans.  If  any,  the  Rlggs  National 
Bank  has  made  since  Its  organization  in  the  names  of  persons  other  than  your- 
self where  you  got  the  proceeds  or  a  portion  of  the  proceeds? 

In  other  words,  the  examiner  is  trying  to  find  out  the  extent  to 
which  these  dummy  loans  were  in  the  bank. 

Mr.  Flathek.  Mr.  Smith,  I  have  told  you  all  I  know  about  the  Felt  loan.  I 
do  not  know  what  other  loan  or  loans  I  loaned  the  collateral  for  and  In  which 
I  was  Interested. 

That  is  a  very  convenient  answer — ^he  does  not  know  anything  else. 
He  does  not  say  there  were  no  such  loans  positively.  He  just  says 
he  does  not  know. 

I  do  know,  however,  that  neither  myself  nor  anybody  who  ever  borrowed 
money  on  my  collateral — I  will  restate  that  this  way:  I  do  know,  however, 
that  the  Rlggs  National  Bank  has  never  lost  a  cent  on  any  loan  made  either 
to  me  direct  or  to  any  other  person  who  borrowed  on  collateral  loaned  by  me. 

Mr.  Smith.  What  I  am  asking,  however.  Is  to  be  Informed  what  loans  other 
than  the  Felt  loan  this  bank  has  discounted,  which  I  will  term  **  accommoda- 
tion "  notes  for  you. 


I 


690  NOMINATION  OF  JOHN  SKELTON  WIIJJAM8. 

Mr.  Flathes.  I  do  not  recall  any,  Mr.  Smith. 
Mr.  Smith.  Are  there  any  others? 
Mr.  Flatheb.  I  do  not  know  of  any. 

Mr.  Smith.  Can  you  state  positively  that  this  is  the  only  one? 
Mr.  Flatheb.  No  ;  I  can  not  state  positively,  because,  as  you  know  for  your- 
self, 18  years  is  a  long  time  to  remember  a  thing. 

Mr.  Smith.  Have  you  any  record  personally 

Mr.  Flather  (interrupting).  Not  that  would  disclose. that  fact 

The  vice  president  of  the  bank  informed  the  examiner  that  he 
keeps  no  record  to  show  the  extent  to  which  he  is  operating  .pn 
dummy  loans. 

Mr.  Smith.  Has  the  bank  any  record  which  would  disclose  that  fact? 

Mr.  Flatheb.  Not  that  I  know  of.  Any  money*s  which  I  may  have  IxHTowed 
from  the  bank  are  in  the  records. 

Mr.  Smith.  Take  this  Felt  note,  for  instance.  Suppose  an  examiner  goes  bad: 
on  the  books  and  runs  across  that  note  entered  on  the  books;  there  is  abso- 
lutely nothing  on  the  books  showing  that  Mr.  Felt  did  not  get  the  proceeds  bat 
that  you  did.    That  is  true,  is  it  not? 

Mr.  Flatheb.  What  is  that? 

Mr.  Smith.  There  is  nothing  on  the  books  to  show  the  proceeds  of  this  note 
went  to  any  other 

Mr.  FLATHiiai  (interrupting).  The  l)ooks  show  the  record  as  it  was. 

Mr.  Smith.  That  is  the  point  I  am  asking  about.  Do  the  books  show  the 
record  as  it  was? 

Mr.  Flatheb.  The  books  do  show,  the  record  as  made. 

Mr.  Smith.  Do  not  the  records  show  Mr.  Felt  borrowed  that  money? 

Mr.  FiJkTHEB.  Mr.  Felt  gave  the  note.    The  books  show  Mr.  Felt  gave  his  note. 

Mr.  Smith.  But  do  not  the  books  show  that  Mr.  Felt  borrowed  the  mone/? 

Mr.  Flatheb.  The  books  show  Mr.  Felt  gave  his  note,  and  that  the  note  was 
secured  by  adequate  colla'teral. 

******  • 

Mr.  Smith.  I  simply  ask  this  question,  and  I  will  ask  it  again  of  Mr.  Flather, 
if  the  books  do  show 

Mr.  FiJVTHEB  (interrupting).  The  books  show  the  transaction  as  it  mas  made. 

Mr.  Smith.  In  other  words,  the  books  show  that  the  bank  received  a  note 
signed  by  Felt? 

Mr.  Flatheb.  George  H.  Felt. 

Mr.  Smith.  With  so  much  collateral  for  so  much  money? 

Mr.  Flatheb.  Yes,  sir. 

Mr.  Smith.  But  there  is  nothing  on  the  books  to  indicate  whether  Mr.  Felt 
borrowed  that  money  for  your  benefit? 

Mr.  Flatheb.  No. 

Mr.  Smith.  In  other  words,  an  examination  of  the  books  will  not  determine 
what  other  notes  may  have  been  in  the  bank  for  your  benefit  similar  to  the  Pdf 
note? 

Mr.  Flatheb.  In  no  Instance. 

It  was  concealed,  apparently,  all  the  way  through  as  far  as  he  oould 
do  it. 

Mr.  Smith,  llave  you  any  i)ersonal  record  which  would  enable  you  to  give 
me  a  list  of  those  notes? 
Mr.  Flatheb.  I  have  not. 

Mr.  Smith.  Then,  outside  of  memory,  there  is  no  way  of  ascertaining  It? 
Mr.  Flatheb.  No. 

Senator  Gronna.  What  was  the  financial  standing  of  Mr.  Nevius 
and  Mr.  Felt?     Was  that  gone  into? 

Mr.  Williams.  I  do  not  think  either  of  them  were  men  of  any 
financial  standing.  I  think  one  of  the  Neviuses  was  a  junior  clerk 
in  the  Riggs  Bank.  The  other  Nevius,  I  think,  was  in  the  laundry 
business.  You  have  the  cashier  of  the  bank,  or  the  officers  of  the 
bank,  using  one  of  the  junior  clerks  in  dummy  transactions. 

It  was  after  this  testimony  by  the  officers  of  the  bank  showed  that 
the  bank's  records  would  not  show  the  real  borrowers  of  money  that 
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we  addressed  them  that  inquiry  on  January  22,  a  few  days  after  the 
examiner  had  failed  to  get  any  satisfactory  data,  in  which  we  re- 
quested them  to  give  use  the  information  in  regard  to  the  borrowings 
of  the  officers  on  dummy  loans,  and  their  refusal  to  give  that  infor- 
mation resulted  in  the  assessment  of  the  $6,000  fine,  which  precipi- 
tated the  litigation. 

Senator  Fletcher.  They  never  did  answer  that  letter  ? 

Mr.  Williams.  They  never  did  give  that  information,  not  up  to 
this  day.  But  they  promised  in  their  letters,  which  were  written  to 
the  comptroller's  omce  at  the  time  of  the  renewal  of  the  charter, 
that  they  would  thereafter  conduct  the  bank  in  accordance  with  the 
provisions  of  the  national-bank  act  and  the  rules  and  regulations  of 
the  comptroller's  office,  and  I  hope  that  is  being  done. 

Senator  Fletcher.  The  law  limits  the  amount  of  loans  to  any  one 
individual  ? 

Mr.  Williams.  Yes,  sir. 

Senator  Fletcher.  Could  one  purpose  of  using  these  dummies 
have  been  to  avoid  that  part  of  the  law  ? 

Mr.  Williams.  I  thinfi  that  was,  in  all  probability,  exactly  what 
they  had  in  mind.    They  wanted  to  get  around  that. 

Senator  Fletcher.  Even  though  there  was  ample  security,  still 
there  was  really  and  in  fact  a  violation,  or  there  might  have  been  a 
violation,  of  the  law? 

Mr.  Williams.  There  were  three  aspects  in  which  this  was  wrong. 
One  was  that  it  was  a  direct  violation  of  the  law  and  endeavor  to 
circumvent  the  law. 

Another  thing,  it  was  the  adoption  of  the  dummy  principle  by  men 
inside  of  the  bank — more  reprehensible  than  it  would  be  anywhere 
else.  The  very  officer  who  should  guard  and  protect  the  deposits  of 
the  bank  from  violations  of  the  law  was  violating  the  law  himself. 
Then,  again,  they  were  doing  it  in  an  underhand  and  secret  way,  by 
which  their  operations  were  concealed  from  their  own  officers  and 
their  own  directors. 

The  Chairman.  Mr.  Williams,  do  you  expect  to  conclude  this 
afternoon  ? 

Mr.  Williams.  No,  sir. 

The  Chairman.  How  much  more  time  do  you  think  you  will 
need? 

Mr.  Williams.  It  will  depend  pn  the  amount  of  additional  testi- 
mony that  I  may  have  to  answer. 

The  Chairman.  That  is  a  matter  for  the  future.  I  mean,  up  to 
date. 

Mr.  Williams.  I  think  I  can  disi)ose  of  the  Riggs  Bank  testimony, 
as  far  as  that  is  concerned,  in  an  hour  or  two.  I  shall  then  want 
time  to  sum  up  and  review  the  testimony  which  has  been  given,  be- 
fore closing  entirely. 

The  Chairman.  You  may  proceed. 

Mr.  Williams.  In  my  letter  to  the  Riggs  National  Bank  of  March 
9, 1915, 1  call  on  them  for  a  special  report  in  regard  to  certain  loans 
made  by  the  bank.  In  that  letter,  on  page  148  of  the  correspondence 
with  the  Riggs  Bank,  I  say : 

This  office  cimsiders  that  this  Information  Is  necessary  or  desirable  In  order 
to  determine  the  true  present  condition  of  your  bank  and  the  sums  of  money^ 
If  any.  which  the  bank  may  still  be  rightfully  entitled  to  collect  from  its  officers 
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for  wlu>8e  pei*soiml  benefit  or  ai-coiiiniodation,  it  appears  from  your  records,  the 
bank's  funds  have  been  so  largely  used  In  the  past. 

Investigations  by  this  office  indicate  that  the  officers  of  your  bank  have  not 
only  made  or  connive<l  at  the  making  of  so-called  "  dummy  "  or  indirect  loam, 
by  which  funds  are  furnished  to  customers  beyond  the  amounts  which  tbe  iMOk 
could  legally  lend  directly  to  those  customers,  as  in  the  case  of  the  five  loam 
of  $50,000  each  ($2oO,000)  made  some  years  ago  to  your  clerks,  H.  V.  Haynes, 
F.  A.  Gibbons.  S.  B.  Harrison,  A.  M.  Nevius,  and  W.  C.  Worthington,  for  the 
benefit  of  one  Dunlop,  whose  excessive  loans  you  had  been  directed  to  eliminate 
from  the  bank,  but  your  officers  have  on  different  occasions,  it  appears,  loaned 
to  themselves  or  one  to  the  other  the  bank's  funds  through  these  so-called 
"dummy"  or  indirect  loans;  as.  f<»r  example,  when  your  president,  less  than 
a  year  ago,  got  $86,500  of  money  from  the  bank  through  a  note  made  by  the 
assistant  paying  teller  on  collateral  furnished  by  your  president  for  hypothe- 
cation. 

Your  president,  C.  C.  Glover,  being  under  oath,  was  asked  on  January  11, 
1915,  by  the  national-bank  examiner  in  regard  to  the  above  note  for  $86,500, 
signed  by  the  assistant  paying  teller  of  the  bank: 

"  Bank  Examines.  Who  got  the  proceeds  of  this  note? 

"Mr.  Glover.  I  did. 

"Bank  Examines.  Who  paid  the  note,  when  it  was  paid? 

"Mr.  Glover.  I  did. 

"  Bank  Examiner.  And  you  borrowed  money  from  the  bank  in  the  name  of 
Nevlus? 

"Mr.  Glover.  Yes." 

The  "  dummy  '*  loan  Is  again  in  evidence  when  your  cashier,  H.  H.  Flather, 
got  $26,400  of  the  bank's  money  on  the  note  of  one  Nevius,  unkno^^-n  to  the 
bank  examiner,  but  who  your  president  and  cashier  have  under  oath  described 
as  being  engaged  in  the  "  laundry  "  business  and  a  brother  of  your  assistant 
paying  teller,  and  who,  it  appears,  permitted  himself  to  be  used  for  this  par- 
pose  by  your  cashier. 

The  records  show  that  on  January  11, 1915,  the  bank  examiner  put  the  follow- 
ing questions  to  your  cashier,  H.  H.  Flather  (who  was  under  oath),  in  reference 
to  this  $26,400  note  .signed  by  Nevius.  the  laundrjTnan: 

"  Question  by  Bank  Examiner.  In  other  words,  you  were  borrowing  from 
the  bank  in  the  name  of  B.  L.  Nevius?  " 

To  which  H.  H.  Flather  replied  "  I  was." 

No  report.  It  appears,  had  been  made  by  Mr.  H.  H.  Flather  as  to  this  money 
which  he  thus  admitted  he  was  "borrowing  from  the  bank  in  the  name  of 
B.  L.  Nevius,"  in  the  various  statements  of  the  bank's  condition  which  he  had 
sworn  to  since  that  loan  was  originally  negotiated,  in  April,  1911,  and  it  was 
only  under  a  rigid  examination  that  the  facts  of  the  case,  as  now  understood, 
were  finally  brought  out. 

Another  instance  of  the  "  dummy  loan  "  occurs  when  your  vice  president, 
W.  J.  Flather,  got  from  the  bank,  in  April.  1912,  $17,500  on  a  note  signed  by 
one  G.  H.  Felt,  a  bookkeeper  at  a  salary  of  $1,700  i^er  annum  in  the  American 
Security  &  Trust  Co.,  in  which  company  Mr.  W.  J.  Flather  is  also  a  director. 
Vice  President  W^.  J.  Flather,  on  January  11,  1915,  made  the  following  replies 
under  oath  to  questions  by  the  bank  examiner. 

Referring  to  the  $17,500  note  signed  by  G.  H.  Felt,  the  bank  examiner  sakl 
to  Mr.  W.  J.  Flather: 

Bank  Examiner.  The  correspondence  shows  you  received  the  proceeds  of 
that  note. 

W.  J.  Flather.  I  did:  yes,  sir. 

Bank  Examiner.  Who  paid  it  when  It  was  paid? 

W.  J.  Flather.  I  paid  it. 

Bank  Examiner.  What  was  the  object  in  procuring  Mr.  Felt  to  make  that 
note  for  you? 

W.  .7.  Fijvther.  I  do  not  know  that  I  had  any  real  reason,  Mr.  Smith,  except 
that  I  was  borrowing  some  money  here,  and  I  thought  I  would  get  Mr.  Felt  to 
t)orrow  some  for  me.  That  is  all  there  was  to  it.  It  was  my  money  and  my. 
collateral. 

Bank  Examiner.  And  you  borrowed  the  money  from  a  national  bank  in 
which  you  were  an  officer,  and  in  a  way  that  it  did  not  show  that  you  were 
the  borrower? 

W.  J.  Flathkr.  Yes;  that  is  very  true. 
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The  bank  examiner,  in  the  course  of  his  examination  of  Vice  President 
W.  J.  Flather  asked  him,  on  January  15,  1015,  how  the  notes  of  $86,500  (pro- 
ceeds of  which  President  Glover  got),  $20,400  (proceeds  of  which  went  to 
Casher  H.  H.  Flatlier),  and  $17,500  (proceeds  of  which  were  turned  over  to 
Vice  President  Flather)  were  presented  for  approval  to  the  discount  commit- 
tee, and  afterwards  to  the  board  of  directors,  and  "  whether  the  discount  com- 
liiittee  and  the  board  of  directors  were  informed  as  to  who  the  real  borrowers 
were." 

Vice  President  Flather's  replies  were  as  follows : 

Answer  (W.  J.  Flather).  Not  to  my  knowledge,  Mr.  Smith.  We  submit  a 
list  of  all  loans  made,  with  the  collateral,  giving  the  name  of  the  borrower  and 
the  collateral  offered,  and  the  amount  of  the  loan  and  the  market  value  of  it, 
and  they  pass  upon  that. 

Bank  Examines.  Did  or  did  not  the  board  of  directors  know  the  true  b<Nr- 
rower? 

W.  J.  Flather.  As  far  as  I  know,  they  only  knew  the  person  who  gave  tike 
note — the  name  of  the  person  who  gave  the  note. 

On  March  5,  1915,  A.  M.  Nevius,  second  or  assistant  paying  teller  of  the 
Riggs  National  Bunk,  was  questional  under  oath  by  the  national  l^sjik  examiner, 
and  in  reply  to  the  following  questions  made  the  following  answers  (Mr.  Ne- 
vius*s  salary  is  $2,100  per  annum)  : 

Bank  Examiner.  In  April,  1914,  you  gave  your  note  to  the  bank  for  $86,500. 

Mr.  Nevius.  I  don't  vividly  recall  it  at  this  time. 

Now,  gentlemen,  this  statement  of  the  assistant  bookkeeper,  with 
n  salary  of  $2,100  per  annum,  was  being  asked,  less  than  a  year  after 
he  had  given  the  note,  what  the  facts  were  in  regard  to  it.  Less  than 
12  months  had  passed  and  he  says: 

I  do  not  vividly  recall  it  at  this  time.  I  know  that  I  gave  some  notes  to  the 
bank. 

That  was  what  we  were  trying  to  find  out,  how  many  notes  were 
given  to  the  bank  by  these  clerks.    Continuing  Nevius  says : 

I  have  not  looked  at  the  bank*s  records  particularly.  I  don't  know  whether 
It  was  in  April.    I  could  refer  to  the  records. 

Bank  Examines.  Mr.  Nevius,  regarding  the  $86,500  note  in  April,  1914,  that 
you  gave  the  bank,  tell  me  in  your  own  way,  if  you  desire,  the  transaction.  Did 
you  get  the  proceeds  or  was  it  given  for  somebody  else's  benefit,  or  what  was 
there  about  it? 

Mr.  Nevius.  It  was  not  given  for  my  benefit. 

Bank  Examiner.  What  was  the  transaction,  as  far  as  you  know  it? 

Mr.  NE\^U8.  As  far  as  I  know,  I  acted  in  the  capacity  of  someone  in  whom 
I  was  personally  interested.  I  don't  know  whose  capacity,  but  I  surmised  it 
Mas  one  of  the  men  who  had  been  friendly  to  me  and  knew  that  they  could— — 

Gentlemen,  dwell  on  that  picture  for  a  moment.  Here  is  this 
junior  clerk  in  the  bank  giving  noteSj  does  not  remember  how  many, 
does  not  remember  when  they  were  given,  and  when  adsied  for  whom 
they  were  given  and  why  given,  he  says: 

As  far  as  I  know,  I  acted  in  the  capacity  of  someone  In  whom  I  was  per- 
sonally interested. 

The  Chairman.  The  records  will  show  just  how  many  notes  he 
gave? 

Mr.  WnJLiAMs.  No;  I  beg  your  pardon.  They  do  not  show  how 
many  notes.    I  tried  to  get  that  information. 

The  Chairman.  Do  the  records  show  what  notes  of  Nevius V  had 
been  discounted  ? 

Mr.  WiLucAMS.  The  bank  declined  to  give  me  the  information. 

The  Chairman.  Has  not  Mr.  Glover  told  you  frankly  all  about 
this  transaction? 
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Mr.  Williams.  I  do  not  consider  that  Mr.  Glover's  statements  at 
the  time  of  that  examination  were  anything  that  could  be  <^led 
frank,  Mr.  Chairman. 

The  Chairman.  He  told  you  the  truth  about  it. 

Mr.  Williams.  I  will  read  you  his  testimony  and  let  you  deter- 
mine how  far  that  was  frank. 

The  Chairman.  Yon  have  read  somewhere  that  he  was  asked  the 
question  and  frankly  stated  it. 

Mr.  Williams.  This  continues : 

Mr.  Ne\'ius.  I  don*t  know  whose  capacity,  but  I  surmised  it  was  one  of  tht 
men  who  had  been  friendly  to  me  and  knew  that  they  could 

Bank  Examiner  (interrupting).  Getting  down  a  little  more  definitely  than 
that,  who  asked  you  to  give  the  note? 

Mr.  Nev'ius.  W.  J.  Flather  asked  me  to  sign  that  note,  as  nearly  as  my  recol- 
lection goes. 

Bank  Examiner.  You  did  not  get  the  proceeds? 

Mr.  Nevius.  I  did  not  get  the  proceeds. 

Bank  Examiner.  You  did  not  own  the  collateral  that  was  put  up  to  se* 
cure  it? 

Mr.  Nevius.  No ;  I  was  not  personally  the  owner  of  the  security. 

Bank  Examiner.  You  paid  neither  the  interest  on  it  nor  did  you  pay  tlie 
note? 

Mr.  Nevius.  I  did  not  personally  pay  the  note. 

Bank  Examiner.  The  note  has  been  paid? 

Mr.  Nkvius.  The  note  has  been  paid. 

******  * 

Bank  Examiner.  How  murh  of  a  task  would  it  be  for  you  to  look  over  a  list 
cf  all  .vour  loans  in  the  bank  since  its  organization  and  tell  what,  if  any, 
others  there  have  been? 

That  is  getting  down  to  the  question  which  you  raised  a  few  mo- 
ments ago. 

Mr.  NE^^us.  That  would  necessitate  my  coming  down  here  and  digging  oot 
the  old  books  and  going  over  them.  We  have  had  these  records  of  loans  of  that 
sort  carried  from  one  book  to  another  for  a  good  many  years.  I  have  be&k 
liere  17  years. 

Now,  gentlemen,  there  is  a  statement  from  this  junior  clerk,  this 
assistant  paying  teller,  or  whatever  he  was,  that — 

We  have  had  these  records  of  loans  of  that  sort  carried  from  one  book  to 
another  for  a  good  many  years.    I  have  been  here  17  years. 

In  other  words,  the  clear  implication  of  that  statement  is  that 
those  dummy  loans  have  been  in  the  bank  from  practically  the  start, 
and  as  a  result  of  that  investigation  of  Mr.  Nevius  and  these  other 
officers,  we  called  on  them  for  a  list  of  those  loans  which  Mr.  Nevius 
says  had  been  in  the  bank  for  a  good  many  years ;  and  what  did  we 
get?  A  prompt  refusal  of  the  bank  to  give  any  of  the  data  asked 
for,  and  resulting  later  on  in  the  imposition  of  the  $5,000  fine^  which 
the  Supreme  Court  of  the  District  says  we  had  a  perfect  right  to 
impose,  and  could  have  collected  if  it  had  been  called  for  over  the 
signatures  of  the  president  or  cashier  attested  by  three  directors  in- 
stead of  the  president  and  cashier,  etc.    This  proceeds: 

Bank  Examines.  By  the  examiner  taking  a  list  of  tliose  loans  and  asking 
you,  as  would  be  necessary,  as  to  whether  this  loan  or  that  loan,  going  right 
down  the  list,  were  notes  on  which  you  personally  jjot  the  proceeds,  or  were 
given  for  the  accommodation  of  others,  would  you  be  able  to  state  wlUch  were 
for  the  accommodation  of  others  during  the  past  years? 

Mr.  Nevius.  I  might  not  be  able  to  state  that  definitely. 

It  was  a  state  of  delightful  confusion,  so  far  as  the  officers  of  the 
bank  were  concerned.    They  might  be  able  to  get  it  and  they  might 
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not,  according  to  Mr.  Nevius's  statement,  but  the  practice  bad  been 
going  on  for  a  period  of  years. 

Bank  Examiner.  There  is  Dothing  on  the  records  that  would  enable  you  to 
state  positively?  They  were  all  recorded  In  your  account  as  loans  to  you, 
whether  the  proceeds  went  to  somebody  else  or  not? 

Mr.  Nevius.  They  were. 

Bank  Examiner.  Have  you  any  private  records  which  would  show? 

Mr.  Nevius.  I  have  never  kept  a  private  record  of  that  kind. 

Then  our  letter  continues : 

This  office  regrets  to  Inform  you  that  it  has  reason  to  beUeve  that  the 
**  dummy  **  loans  above  referred  to  were  by  no  means  all  of  the  loans  of  this 
character,  or  lack  of  character,  which  the  officers  of  your  bank  have  been  deal- 
ing In,  with  or  without  the  knowledge  of  its  directors. 

The  last  report  of  the  bank  examiner  shows  that,  although  direct  loans  to 
your  president,  your  two  vice  presidents,  and  your  cashier  have,  during  bis  in- 
vestigation of  your  bank,  been  apparently  pretty  much  eliminated  from  the 
bank,  this  was  done  partly  by  the  transferring  of  the  loans  of  your  officers  to 
other  banking  institutions  in  the  District.  One  institution  here.  It  appears,  has 
loaned  nearly  $100,000  to  your  cashier. 

The  cashier  was  the  man  referred  to  this  morning  who  had  been 
systematically  defrauding  the  customers  of  the  bank. 

The  Chairman.  That  was  H.  H.  Flather,  who  resigned? 

Mr.  Williams.  Yes;  the  cashier.  I  continue  reading  from  the 
letter : 

One  institution  here,  it  appears,  has  loaned  nearly  $100,000  to  your  cashier 
and  one  of  your  bookkeepers,  and  the  loans  of  the  banking  institutions  of  the 
District  to  four  of  your  officers  at  a  recent  date  amounted  in  the  aggregate  to 
approximately  $400,000,  for  much  of  which  highly  speculative  and  risky  securi- 
ties were  hypothecated  by  these  borrowing  officers. 

In  view  of  all  the  foregoing  conditions  I  feel  it  necessary  to  call  upon  you 
to  furnish  this  office,  in  addition  to  the  report  of  interest  items  on  direct  loans, 
also  a  report  of  all  interest  payments  or  discounts  collected  by  the  Riggs  Na- 
tional Bank  during  the  past  five  years  on  all  indirect  or  **  dummy  "  loans,  or 
loans  made  to  others  in  all  cases  where  the  officers  or  employees  of  the  Riggs 
National  Bank  got  the  proceeds  of  such  notes  (or  any  portion  thereof),  or  when 
they  furnished  the  collateral  (or  any  part  thereof),  by  which  such  notes  were 
secured,  and  in  the  case  of  each  interest  payment  on  such  loans  show  the  rate 
per  cent  per  annum  on  the  amounts  thus  collected  by  the  bank. 

Then  on  page  155,  omitting  several  paragraphs,  I  read  this  para- 
graph: 

For  the  officers  of  a  national  bank  to  obtain  the  use  of  its  money  by  indirect 
methods,  especially  by  requiring  their  clerks  or  employees  to  execute  notes  for 
the  accommodation  of  these  officers,  in  order  to  cover  up  operations;  for  the 
bank's  funds  to  be  gotten  secretly  by  means  of  ''  dummy  *'  loans  or  other  devious 
methods  and  used  by  its  officers  for  their  private  deals  and  speculations  without 
the  knowledge  or  approval  of  either  the  discount  committee  or  the  board  are 
practices  manifestly  reprehensible  and  dangerous  and  clearly  subversive  of  the 
most  primary  rules  and  ethical  standards  which  should  govern  and  control 
both  the  employees  and  officers  of  any  well-conducted  bank.  It  is  believed  that 
these  practices  will  not  be  tolerated  or  condoned  by  any  competent,  faithful 
and  intelligent  board  of  directors  when  they  are  discovered  and  brought  to 
their  attention. 

Toil  are  not  requested  to  send  a  copy  of  this  letter  at  once  to  each  member  of 
your  board  of  directors  with  the  request  that  its  receipt  be  acknowledged  to 
this  office  over  the  signature  of  each  director. 

The  first  examination  of  your  bank  made  after  March  4,  1913,  namely,  the 
examination  of  May,  1913,  showed  that  nearly  two-thirds  of  the  entire  capital 
of  your  bank  was  being  borrowed  by  its  president,  its  two  vice  presidents,  its 
cashier,  and  its  other  directors.  These  loans  were  in  addition  to  other  large 
loans  which  were  also  being  made  to  firms  or  business  concerns  of  your 
directors,  which  sums  largely  Increased  the  total.    The  loans  at  that  time  to 
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your  president,  your  two  vice  presidents,  and  your  cashier  exceeded  $200,000 
exclusive  of  the  Indirect  or  **  dummy  *'  loans  which  some  of  your  officers  were 
also  borrowing  at  that  time,  as  has  been  developed  in  the  recent  investigation 
by  the  bank  examiner. 

At  the  time  of  the  next  examination  of  your  bank,  October,  1918,  the  loans  to 
officers  and  directors  had  been  somewhat  reduced,  but  still  amounted,  ezdualTB 
of  indirect  or  "  dummy  *•  loans,  to  approximately  60  per  cent  of  the  bank's 
capital,  although  the  examiner  reported  at  that  time  that  the  bank  was  ahmt 
In  its  reserve. 

And  on  page  158: 

In  his  report  of  this  examination — 

October,  1913,  the  last  examination  prior  to  the  examination  by 
Examiner  Trimble  in  May,  1914 — 

complained  that  he  experienced  considerable  difficulty  in  balancing  the  notes  of 
the  bank,  due  to  the  fact  that  no  one  man  seemed  to  have  control  over  them,  and 
as  a  result  they  were  found  in  different  departments  of  the  bank,  scattered  about, 
some  in  one  place  and  some  in  another. 

It  should  be  remembered  that  it  was  not  many  years  ago  that  the  president  of 
a  large  and  prominent  western  bank,  who  had  posed  as  the  leading  citizen  in  his 
community,  using  the  funds  of  his  bank  secretly  for  his  private  deals,  went  from 
bad  to  worse  and  was  finally  overtaken  and  sentenced  to  a  long  tenn  in  tbe 
Leavenworth  Penitentiary. 

It  is  earnestly  hoped  that  the  conditions  In  the  Rlggs  National  Bank,  concern- 
ing which  the  management  has  been  repeatedly  warned,  may  be  folly  and 
thoroughly  corrected,  rather  than  grow  worse. 

It  seems  amazing  that  with  the  repeated  remonstrances  and  the 
criticisms  from  the  office  of  the  comptroller  the  bank  should  have 
complained,  as  Mr.  Hogan  did,  that  there  had  been  no  criticisms 
made  and  no  suggestions  given  by  the  comptroller's  office  as  to  what 
reforms  should  be  instituted. 

Mr.  Chairman  and  gentlemen,  I  will  ask  your  indulgence  while  I 
read  to  you  my  letter  of  March  26,  1915,  imposing  and  assessing  the 
fine  of  $5,000  against  the  bank : 

Tbeasuby  Depabticent, 
comptbolleb  of  the  gukbenct, 

Washington,  March  SO,  1915, 
The  RiGGS  National  Bank, 

Washington,  D,  C, 

Sirs  :  On  January  22,  1915,  the  Ck)mptroUer  of  the  Currency  addressed  you 
the  following  letter  calUng  upon  you  to  furnish  this  office  certain  special  reports, 
whicli,  in  the  judgment  of  the  comptroller,  were  necessary  in  order  to  a  full  and 
complete  knowledge  of  the  conditions  of  the  Riggs  National  Bank : 

Januaby  22«  1915. 
The  Riggs  National  Bank, 

Washington,  D.  C, 

SiBs:  In  view  of  conditions  in  your  bank  brought  to  light  by  the  national 
bank  examiner,  this  office,  in  order  that  it  may  be  more  fully  informed  as  to  the 
extent  to  which  funds  of  your  bank  have  been  used  by  its  officers  for  personal 
and  private  benefit  through  indirect  or  "  dummy  "  or  concealed  loans,  as  well  as 
through  direct  borrowings,  requests  that  you  prepare  and  deliver  to  this  office 
within  10  days,  under  penalties  provided  in  sections  5211  and  5213,  Revised 
Statutes  of  tlie  United  States,  o  statement  or  report  showing: 

First.  All  direct  loans  made  by  the  Riggs  National  Bank  since  its  organisa- 
tlon,  either  severally  or  jointly,  to  Charles  C.  Glover.  W.  J.  Flnther.  M.  Bl.  Allea, 
H.  H.  Flather,  .Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the  respec- 
tive families  of  the  above  named,  giving  a  full  description  of  the  notes  and  the 
collateral,  if  any,  by  which  said  loans  were  secured. 

Second.  All  indirect  or  *'  dummy  **  or  concealed  loans  made  by  the  Rlgga 
National  Bank  since  its  organization  for  the  benefit  (directly  or  indirectly)  of 
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the  individuals  named  above,  or  any  of  them,  including  all  loans  which  G.  0. 
Glover,  W.  J.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  or  any  of  them,  in- 
dorsed or  for  which  they  furnished  the  whole  or  any  portion  of  the  collateral 
by  which  loans  to  others  were  secured,  and  including  all  loans  made  in  the 
name  or  names  of  others,  the  whole  or  .a  portion  of  tlie  proceeds  of  which 
were  turned  over  to  the  said  Glover,  Ailes,  W.  J.  Flather,  H.  H.  Flather,  Joshua 
Evans,  Jr.,  or  any  of  them ;  giving  a  full  description  of  all  notes  and  of  the  col- 
lateral, if  any,  by  which  they  were  secured,  also  showing  what  portions  of  the 
proceeds  of  said  notes  were  received  by  or  credited,  respectively,  to  the  said 
Glover,  W.  J.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  Jr.,  and  also  showing 
clearly  the  ownership  at  the  time  of  the  making  of  the  said  loans  of  the  col- 
lateral securing  them  in  each  case. 

Let  your  reply  be  under  oath  and  over  the  slgnatjire  of  C.  C.  Glover,  W.  J. 
Flather,  H.  H.  Flather,  M.  E.  Ailes,  and  Joshua  Evans,  Jr. 
Respectfully, 

John  Skelton  Williams, 
Comptroller  of  the  Currency. 

The  investigations  of  the  bank  examiner  had  raised  serious  questions  as  to 
whether  or  not  your  bank  had  collected  the  proper  amount  of  interest,  which  it 
was  entitled  to  receive,  from  its  officers  on  loans  (large  and  small)  which  had 
been  made  to  these  officers  personally,  sometimes  directly  on  notes  signed  by 
themselves  and  sometimes  indirectly  on  **  dummy  "  notes  signed  by  clerks  of  the 
Riggs  National  Bank,  or  of  other  banking  institutions,  or  by  outsiders,  which 
said  "  dummy  "  loans  were  usually  secured  by  "  collateral "  provided  by  the 
officers  of  the  Riggs  National  Bank. 

It  was  believed  to  be  desirable  and  important  in  order  to  determine  the  pres- 
ent true  condition  of  the  Riggs  National  Bank,  and  the  sums  of  money  which 
the  bank  was  rightfully  entitled  to  and  which  it  might  not  have  collected  from 
its  debtors,  that  these  special  reports  should  be  furnished  to  the  comptroller's 
office  within  the  time  mentioned  in  the  letter  aforesaid. 

You  acknowledged  receipt  of  the  letter  from  this  office  of  January  22,  1915, 
under  date  of  February  1,  1915,  and  refused  to  furnish  the  special  reports 
called  for. 

This  office  could  not  accept,  as  an  excuse  for  your  refusal,  the  claim  made  in 
your  letter  that  the  large  amount  of  money  which  the  national  bank  examiner 
found  the  Riggs  National  Bank  lending  to  its  own  officers  at  the  time  of  his 
examination  last  summer,  on  both  direct  and  indirect  or  "dummy"  loans, 
amounting  to  some  hundreds  of  thousands  of  dollars,  had  nearly  all  been  paid. 
Their  repayment  did  not  dispose  of  unsettled  and  important  questions  affecting 
the  condition  of  your  bank.  It  is  instructive,  though  not  reassuring.  Just  here 
to  point  out  that  these  payments  were  largely  made  by  transferring  the  loans  of 
your  officers  to  other  national  banks  and  to  some  of  the  trust  companies  of  the 
District.  The  reports  of  national-bank  examiners  to  this  office  indicate  that  the 
money  being  borrowed  at  a  recent  date  from  national  banks  and  from  trust 
companies  of  the  District  by  four  of  the  senior  and  Junior  active  officers  of  your 
bank  amounte<1  to  more  than  seven  hundred  and  fifty  thousand  dollars 
($750,000). 

That  shows  the  extent  at  that  moment  of  their  speculations,  as  far 
as  ascertained  by  the  examiners'  reports. 

These  loans  were  all  being  carried  by  banking  institutions  In  which  one  or 
more  of  your  officers  were  either  directors  or  employees. 

We  do  not  know  what  their  borrowings  were  in  other  State  banks 
and  other  national  banks,  but  in  these  particular  institutions  this 
small  group — ^these  for  officers  of  this  bank — ^were  borrowing  more 
than  $750,000. 

Senator  Gronna.  From  outside  banks? 

Mr.  Williams.  Yes,  sir.    Mind  you,  this  says: 

These  loans  were  all  being  carried  by  banking  institutions  in  which  one  or 
more  of  your  officers  were  either  directors  or  employees,  and  by  two  of  the  local 
trust  companies. 

Through  the  influence  of  these  officers  with  these  institutions,  with 
which  they  were  officially  connected  in  one  way  or  another,  they  got 
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these  large  loans,  amounting  at  that  time  to  over  $750,000,  just  these 
four  officers  of  Kiggs  Bank. 

The  Chairman.  I  suppose  Mr.  Glover  could  have  borrowed  that 
sum  himself  in  any  one  of  these  banks,  could  he  not,  without  any 
trouble? 

Mr.  Williams.  He  would  not  do  it  with  the  approval  of  the 
Comptroller  of  the  Currency.  There  is  no  one  of  these  banks  in 
Washington  that  would  have  had  authority  to  lend  $750,000.  And 
I  will  say  this,  that  it  could  not  have  been  done  in  the  District  with- 
out resorting  to  dummy  loans  and  concealing  it  from  the  bank  exam- 
iners. 

The  Chairman.  So  far  as  his  credit  is  concerned,  he  would  be 
good  for  that  amount,  I  suppose? 

Mr.  Williams.  I  do  not  know,  Mr.  Chairman,  as  to  what  Mr. 
Glover  is  worth  or  what  his  bonx)wing  capacity  may  be.  That  is 
not  the  question  we  were  discussing  at  all.  I  do  not  see  how  his 
ability  to  borrow  money  enters  into  it.  I  am  talking  about  what 
these  officers  were  borrowing  from  banks  under  tlie  supervision  of 
this  office,  on  speculative  securities,  largely.  I  am  not  undertaking 
to  say  to  what  extent  Mr.  Glover,  as  an  individual,  may  go  any- 
where and  borrow  money.  That  is  not  mv  province  at  this  time.  It 
would  be  my  province  to  see  that  Mr.  Glover  did  not  borrow  from 
any  one  national  bank  more  than  the  amount  he  was  permitted  by 
law  to  borrow  from  that  bank,  and  to  see  that  he  did  not  borrow  in 
an  indirect  way  more  than  the  amount  fixed  by  the  law. 

The  Chairman.  Had  he  borrowed  more  than  he  was  entitled  to? 

Mr.  Williams.  I  do  not  know,  because  he  refused  to  give  me  that 
information. 

The  Chairman.  I  suppose  an  examination  of  the  other  national 
banks  would  disclose  that. 

Mr.  Williams.  I  do  not  know.  I  asked  the  Riggs  Bank  to  give 
me  a  list  of  the  loans  made  directly  and  indirectly  to  officers,  and 
they  refused.    This  proceeds : 

These  loans  were  aU  being  carried  by  banking  Institutions  in  which  one  or 
more  of  your  officers  were  either  directors  or  employees  and  by  two  of  the  local 
trust  companies,  and  were  secured  mainly  by  stocks  and  bonds,  many  of  the 
stocks  decidedly  speculative,  such  as  Greene-Cananea  CJopper,  Lanston  Mono- 
type, Nevada  Consolidated  Copper,  Missouri  Pacific  Hallway,  American  Cmi 
common,  Reading  common,  B.  &  O.  common,  United  States  Steel  common.  Pacific 
Gas  &  Electric  Co.  common,  Wabash  fours,  Pacific  Coast  second  preferred.  United 
States  Rubber  preferred.  Intercontinental  Rubber  common,  Pittsborgli  CMl 
preferred,  Washington  Railway  &  Electric,  Seaboard  A4r  Line  preferred.  South- 
ern Railway  preferred,  Utah  Copper,  and  W^ashlngton  Utilities  Co.  stock;  and 
they  were  h>T>othecated  in  these  loans  nearly  all  of  the  stock  of  the  Riggs 
National  Bank  owned  by  the  borrowing  officers. 

In  addition  to  pledging  and  hypothecating  these  speculative  securi- 
ties, which  they  bought  on  margin,  they  had  also  hypothecated  nearly 
all  of  the  stock  of  the  Riggs  Bank  ownexi  by  these  particular  four 
borrowing  officers.  Suppose  anything  had  happened  to  the  bank 
and  it  should  have  been  necessary  to  assess  the  stock,  what  could  they 
have  done  ? 

It  should  be  here  noted  that.  In  the  opinion  of  this  office,  no  excuse  has  ever 
been  given  for  the  action  of  your  president  in  getting  $86,500  of  money  from 
the  bank  without  the  knowledge  of  its  directors  as  to  the  real  borrower,  on  a 
note  signed  by  the  assistant  paying  teller  of  the  bank  (salary  $2,100)  for  use 
in  one  of  his  [C.  C.  Glover's]  personal  real  estate  deals  or  transactioofs.    The 
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Statement  that  the  real  estate  notes,  arising  from  the  deal,  might  be  sold  to  a 
customer,  or  customers,  of  the  bank  and  thus  accommodate  such  customer  does 
not  relieve  this  dummy  or  concealed  loan  of  odium.  The  practice,  which  ap- 
-pears  to  have  been  in  vogue  in  your  bank  for  some  years  past,  for  the  officers 
iff  Junior  clerks  of  your  bank  to  borrow  its  funds,  sometimes  in  their  owb  tiame 
md  sometimes  in  the  name  of  dummies  and  sometimes  as  dummies  for  others, 
-^  speculative  stocks  and  bonds  is  unbusinesslike,  sets  a  very  bad  exaflople  to 
tte  bank's  other  employees,  and  is,  in  fact,  thorouglily  reprehensible  ooid  can 
fliot  be  too  strongly  condemned,  notwithstanding  the  fact  that  your  president, 
•s  iate  as  January  11,  1915,  referring  to  the  $86,500  of  money  borrowed"  by  him 
!■  the  pame  of  the  paying  teller  of  the  band  said,  when  being  ezamlnodi  under 
Oftth,  '*  I  did  not  see  any  reason  why  it  riionld  not  be  done  in  that  way."  And, 
again,  on  March  5,  1915,  after  he  had  had  opportunity  of  reflecting  upon  his 
conduct,  he  made  the  following  statement :  **  I  did  not  consider  I  was  doing 
anything  wrong,"  indicating  an  ethical  standard  wliich  is  not  consistent  with 
the  recognized  conceptions  of  sound  bankinsr. 

The  Chairman.  That  loan  was  in  connection  with  the  purchase  of 
the  Navy  Annex  Building,  was  it  not?  It  was  the  purchase  of  some 
real  estate  ? 

Mr.  Williams.  Some  real  estate  loan  for  which  it  was  desired  to 
obtain  a  commission.  I  may  speak  more  feelingly  about  these  prac- 
tices than  you  think  the  situation  justifies,  but  I  assure  you  I  think 
you  would  feel  as  strongly  as  I  do  if  you  could  see  the  wrecks  of 
the  banks  which  have  been  occasioned  by  practices  of  this  kind,  where 
the  officers,  the  men  on  the  inside,  have  ootained  money  in  an  irregu- 
lar or  unlawful  way.  More  banks  are  broken  from  the  inside  than 
from  the  outside.  I  should  say  that  of  the  bank  failures  in  this 
country  ten  times  as  many  banks  have  been  broken  by  men  on  the 
inside  in  the  past  50  years  as  have  been  destroyed  by  burglars  from 
the  outside — ^ten  times  as  many.  I  can  realize  that  my  correspond- 
ence may  have  seemed  to  some  of  you  to  have  been  a  little  impatient, 
but  I  earnestly  urge  that  you  consider  the  fact  that  the  situation 
had  impressed  me  as  being  an  exceedingly  dangerous  one ;  one  which 
had  been  going  on  for  a  long  time,  and  which  I  was  gravely  appre- 
hensive would  bring  serious  loss,  if  not  ruin,  unless  it  was  checked; 
and  I  am  happy  to  say  that  these  practices  were  largely  checked  as  a 
result  of  the  activities  of  the  comptroller's  office,  and  they  were  not 
checked  a  bit  too  soon. 

These  stock  operations  were  suspended,  I  think,  probably  in  June, 
1914,  or  just  a  month  before  the  markets  of  the  world  were  frozen 
up  as  a  result  of  the  outbreak  of  the  European  war.  If  they  had 
continued  in  the  full  swing  of  speculation  up  to  the  1st  of  August 
I  think  it  is  reasonable  to  apprehend  that  the  conditions  would  have 
been  very  much  more  serious  than  they  were  for  this  bank.  But 
as  a  result  of  the  earnest  admonitions  and  remonstrances  of  the  comp- 
troller's office,  the  private  wires  were  done  away  with,  and  the  clien- 
tele which  were  accustomed  to  frequent  the  corridors  of  the  bank  for 
their  speculative  ventures  went  elsewhere. 

(Continuing  to  read:) 

Such  practices  are  sometimes  attended  with  direful  consequences  to  em- 
ployees as  weH  as  to  the  bank  whose  funds  are  being  Jeopardized^  as  the 
following  press  dispatch  relating  to  the  tragic  fate  of  a  receiving  teller  in  a 
Cleveland,  Ohio,  bank  whose  borrowings,  $775  were  insignificant  as  compared 
with  the  loans  to  your  officers  and  employees,  pathetically  and  clearly  shows 

''Cleveland,  March  18. 

"  Bertram  O.  Hill,  38,  receiving  teller  at  the  Cleveland Bank,  shot  and 

instantly  killed  himself  to-day.    *    *    * 

"  Shortly  before  his  suicide  Hill  received  a  letter  from  a  Pittsburgh  ban^ 
reminding  him  payment  was  expected  Friday  of  his  note  for  $775.** 
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The  suggestion  you  have  offered  that  the  bank  examiner  should,  himself 
get  from  your  books  the  details  as  to  your  "  dummy  *'  or  "  concealed  "  loans,  1 
regret  to  say  can  hardly  be  regarded  as  being  offered  in  good  faith.  In  Tlew  of 
the  testimony  given  under  oath  by  different  officers  of  your  bank  that,  in  report- 
ing "  dummy  "  or  concealed  loans  to  the  discount  committee  and  to  the  board 
of  directors,  the  names  of  the  real  borrowers  were  not  made  known — ^*  as  tar 
as  I  know  they  only  knew  the  name  of  the  perscm  who  gave  the  note.**  (Testi- 
mony of  Vice  President  Flather  under  oath,  Jan.  15,  1915],  and  the  subsequefit 
testimony  of  your  paying  teller  on  March  5,  1915,  tliat  there  was  notliilig  fai 
the  books  or  records  which  would  show  positively  which  loans  were  "  dmnmy " 
loans  and  that  in  order  to  select  such  loans  from  the  records  he  would  **  liaf« 
to  rely  on  memory.'* 

On  February  11. 1915,  this  office  wrote  you  as  follows : 


"TBEASUBT  DCPASTMENT, 
"  COMPTROIXEB  OF  THE  CURRENCT, 


Washington,  February  11,  1915, 
The  RiOQS  National  Bank, 

Washington,  D.  C 

"  Sirs  :  On  the  22d  ultimo  this  office  requested  you  to  prepare  and  furnish 
within  10  days,  under  the  penalties  provided  In  sections  5211  and  52X3,  R.  S., 
a  statement,  or  report,  showing : 

**  First.  All  direct  iQans  made  by  the  Riggs  National  Bank  since  its  organiza- 
tion, either  severally  or  Jointly,  to  Charles  C.  Glover,  W.  J.  Flather,  M.  E.  Alles, 
H.  H.  Flatlier,  Joshua  Evans,  Jr.,  or  any  of  them,  and  to  members  of  the 
respective  families  of  the  above  named,  giving  a  full  description  of  the  notes 
and  the  collateral,  if  any,  by  which  said  loans  were  secured. 

**  Second.  All  indirect  or  *  dummy  *  or  concealed  loans  made  by  the  Rlggs 
National  Bank  since  Its  organization  for  the  benefit  (directly  or  indirectly)  of 
the  individuals  named  above,  or  any  of  them.  Including  all  loans  which  G.  C 
Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Alles,  or  Joshua  Evans,  Jr.,  or  any 
of  them  Indorsed  or  for  which  they  furnished  the  whole,  or  any  portion  of  the 
collateral,  by  which  loans  to  others  were  secured,  and  Including  all  loans  made 
in  the  name  or  names  of  others,  the  whole  or  a  portion  of  the  proceeds  of 
which  were  turned  over  to  the  said  Glover,  Alles.  W.  J.  Flather,  H.  H.  Flather, 
Joshua  Evans,  Jr.,  or  any  of  them,  giving  a  full  description  of  all  notes  and 
of  the  collateral.  If  any,  by  which  they  were  secured,  also  showing  what  por- 
tions of  the  proceeds  of  said  notes  were  received  by  or  credited,  re^[>ectlT^y, 
to  the  said  Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Alles,  or  Joshua  Bvans, 
Jr.,  and  also  showing  clearly  the  ownership  at  the  time  of  the  making  of  the 
said  loans  of  the  collateral  securing  them  in  each  case." 

This  office  has  received  a  letter  from  you  dated  February  1,  1915,  In  which 
you  claim  that  the  loans  heretofore  made  to  its  officers  by  the  Riggs  National 
Bank  have  now  been  paid,  and  that  the  only  loan  to  any  member  of  the  respec- 
tive families  of  the  officers  named  Is  a  certain  loan  to  the  wife  of  your  cashier. 

You  also  say : 

"  Replying  to  your  second  request,  we  beg  to  say  that  this  bank  has  never 
made  any  *  dummy  *  or  *  concealed '  loans  to  any  of  the  officers  named     ♦     ♦    ♦." 

This  office  has  information  which  indicates  to  the  contrary. 

You  say,  referring  to  letter  from  the  comptroller's  office  of  the  22d  ultimo : 

"As  the  statement  which  you  request  would  require  an  examinatlj^n  of  all 
of  the  books  of  this  bank  during  the  18  years  of  its  existence,  thus  entailing 
serious  loss  of  time  and  diverting  the  attention  of  our  officers  and  employees 
from  our  current  business,  and  as  it  could  not,  except  as  to  the  loan  to  Mrs. 
Emma  A.  Flather,  a  full  report  of  which  we  have  given  you  above,  possibly 
add  anything  to  your  full  and  complete  knowledge  of  the  condition  of  this 
bank,  for  which  purpose  only  section  5211  authorizes  you  to  call  a  special 
report,  we  decline  to  furnish  it." 

It  is  with  regret,  although  not  with  surprise,  that  the  comptroller  notes  your 
official  admission  that  the  preparation  of  a  statement  showing  the  borrowings 
from  the  Rlggs  National  Bank  of  its  own  officers — its  president.  Its  two  vice 
presidents,  its  cashier,  and  its  assistant  cashier — would  be  a  task  of  such  large 
dimensions  as  would  "entail  serious  loss  of  time  and  diverting  the  attentkm 
of  our  [your]  officers  and  employees  from  our  [your]  current  business.*' 

The  comptroller  desires  toe  to  notify  you  that  for  your  refusal  to  furnish  to 

this  office  the  r^wrt  called  for  in  the  letter  from  the  Comptroller  of  tiie  Cur- 

rency  of  ttie  22(1  ultimo  you  are  \Vab\e  tor  a  continuing  penal^  of  $100  per  day. 
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as  set  forth  in  the  letter  of  the  22d  ultimo,  above  referred  to,  in  accordance  with 
sections  5211  and  5213  of  the  Revised  Statutes. 
Respectfully, 

T.  P.  Kane, 
Acting  Comptroller, 

You  are  now  hereby  notified  that  for  your  failure  to  make  and  transmit  to 
this  office  within  the  time  mentioned,  or  within  five  days  after  the  expiration 
of  said  time,  the  special  report  or  reports  called  for  in  the  aforesaid  letter  of 
January  22,  1915,  you  are  hereby  assessed  and  directed  to  pay  the  penalty  of 
$100  per  day  for  each  day  from  February  8,  1915,  to  date,  March  30,  1915,  both 
dates  inclusive,  in  accordance  with  the  revised  Statute  of  the  United  States. 
Said  penalties  amount  to  this  time  to  $5,000  which  sum  you  are  hereby  directed 
to  pay  at  once  into  the  Treasury  of  the  United  States  under  the  provisions  of 
the  statutes  above  referred  to. 

You  are  furthermore  notified  that  continued  failure  on  your  part  to  furnish 
the  reports  called  for  in  the  letter  from  this  office  of  January  22,  1915,  will  sub- 
ject you  to  further  and  continuing  penalties  under  the  provisions  of  sections 
5211  and  5213  of  the  Revised  Statutes  of  the  United  States. 

The  $5,000  assessment  imposed  as  above  stated  is  in  addition  to  all  other 
penalties  which  you  have  incurred  and  are  incurring  for  your  failure  to  furnish 
other  special  reports  which  have  heretofore  been  called  for  by  the  Comptroller 
of  the  Currency,  In  accordance  with  the  provisions  of  sections  5211  and  5213  of 
the  Revised  Statutes. 

I  call  your  attention  to  the  fact  that  those  other  penalties  were 
never  assessed  at  any  time  by  the  comptroller's  office. 

Now,  gentlemen,  as  to  the  views  of  the  court,  the  language  of  the 
court  itself  on  this  subject,  as  to  whether  there  was  any  evidence  in- 
dicative of  any  conspiracy  to  injure  by  the  Secretary  of  the  Treasury 
or  the  Comptroller  of  the  Currency,  1  ask  your  attention  to  page  625 
of  the  record  of  the  supreJhie  court  of  the  District,  where  tne  court 
says  : 

I  think  the  proof  of  good  faith  on  the  part  of  Mr.  McAdoo,  whatever  he  bad 
to  do  with  this  matter,  and  of  the  cofdptroUer,  is  absolute  and  complete. 

(Thereupon,  at  5  o'clock  p.  m.  an  adjournment  was  taken  until  to- 
morrow, Tuesday,  July  29, 1919,  at  10  a.  m.) 
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TUESDAY,  JULY  29,  1919. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

WashingtoUf  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.10  o'clock  a.  m. 
in  the  committee  room,  Senate  Office  Building,  Senator  George  P. 
McLfCan  presiding. 

Present  Senators  McLean  (chairman),  Penrose,  Calder,  and  New- 
berry. 

Present  also  Hon.  John  Skelton  Williams,  Comptroller  of  the  Cur- 
rency, and  others. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILUAHS— Eesiuned. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  before  proceeding 
with  the  subject  which  we  had  under  discussion  when  I  left  off  yester- 
day, I  am  wondermg  if  I  might  ask  the  committee,  if  it  be  agreeable 
to  thom,  to  indicate  to  me  how  much  longer  these  hearings  are  likely 
to  continue.  I  am  very  much  aware  of  the  fact  that  the  time  of  the 
committee  is  exceedingly  valuable,  we  have  already  consumed  some 
three  weeks  time,  I  thmk,  in  February  before  a  previous  committee 
of  the  Senate,  which  made  a  favorable  report  on  this  matter,  and 
these  hearings  have  been  going  on  now  for  about  a  month.  The 
Comptroller  of  the  Currency  has  under  his  supervision,  and  is  to  a 
certain  extent  responsible  for  the  lawful  and  proper  administration 
of,  as  far  as  the  national  banking  act  is  concerned,  some  8,000 
national  banks. 

The  office  of  Comptroller  of  the  Currency,  which  I  have  had  the 
honor  of  holding,  is  not  an  easy  job,  and  it  is  certainly  not  the  desire 
for  financial  remuneration  that  has  made  me  continue  to  hold  it. 
I  have  done  the  best  that  I  could  as  comptroller  in  the  discharge  of 
the  obligations  which  I  assumed  when  I  took  the  oath  of  oflSce,  and, 
as  to  whether  those  efforts  have  been  successful  or  not,  I  point  to  the 
record.  This  record  shows  that  for  the  past  five  or  six  years  that 
I  have  had  charge  of  this  work,  the  results  have  been  the  most  satis- 
factory of  any  smiilar  period  in  the  country's  history. 

In  the  past  two  ana  one-half  years  of  strain  and  stress  and  trial 
of  war  the  record  shows  that  the  failures  of  national  banks  has  been 
fewer  than  at  any  previous  period  since  the  national-bank  act  was 
originally  passed.  As  a  matter  of  fact,  this  record  shows  that  in  the 
preceding  25  years  the  number  of  national-bank  failures,  per  1,000 
operated  banlcs  was  16  times  greater  per  annum  than  in  the  past  two 
and  a  half  years  of  unprecedented  strain  and  trial. 

,  The  records  also  show  that  in  the  matter  of  growth  and  resources 
the  national  banks  have  increased  more  in  the  past  5  or  6  years  than 
in  the  previous  47  years.  They  also  show  that,  despite  the  fact  that 
the  national  banks  nave  been  required  to  observe  the  law  more  closely 
and  more  rigidly  than  ever  before  and  that  they  have  observed  the 
law  more  closely,  their  earnings  have  been  far  ^eater  than  in  any 
previous  years  or  in  any  previous  administration  both  as  to  the 
gross  receipts  and  as  to  the  net  earnings. 
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Those  figures  which  I  have  briefly  summarized  reflect  upon  and, 
I  think  you  will  agree,  very  favorably  the  administration  of  the 
office  in  tlie  past  five  or  six  years. 

The  Chairman.  That  is  generally  true  in  regard  to  State  banks,  as 
well  as  national  banks,  i?^  it  not,  Mr.  Williams  ? 

M;.  Williams.  The  showing  of  State  banks  is  nothing  like  as 
favorable.  There  are  in  the  record  figures  which  show  that  to  be 
true.  I  shall  be  very  glad  to  refer  you  to  that  portion  of  the  record, 
where  a  comparison  has  been  made  in  the  previous  hearings,  if  you 
desire  it. 

As  to  the  criticisms  and  complaints  which  have  been  of  the  comp- 
troller's office  and  his  administration,  as  I  stated,  the  Comptroller  of 
the  Currency  has  under  his  supervision  more  than  7,850  national 
banks,  with  which  he  is  in  immediate  touch  and  almost  daily  corre- 
spondence. If  those  national  banks  had  been  the  victims  of  dis- 
crimination or  of  injustice,  it  is  hkely  that  some  of  them  would  have 
come  forward  to  file  their  complaints.  I  am  not  willing  to  believe 
that  the  national  bankers  of  the  country  are  cowards.  I  should 
resent  the  imputation  that  they  arc.  If  they  had  a  grievance  they 
would  come  forward  hke  men  and  state  it. 

But  what  do  we  find?  These  hearings  have  been  going  on,  at 
intervals,  for  nearly  six  months,  and  in  afl  that  time,  altnough  there 
are  about  25,000  executives  of  national  banks,  not  one  has  come  for- 
ward to  make  complaint  against  the  administration  of  the  Comp- 
troller of  the  Currency  of  his  own  accord.  And  of  those  who  have 
been  summoned  by  the  committee,  who  have  come  forward  and  have 
stated  to  you  that  they  come  forward  unwiUingly,  if  wo  include  aD 
those,  there  has  only  been  one  officer  of  a  nationcQ  bank  come  forward 
to  testify  against  this  administration,  or  to  charge  partiality  or 
discrimination,  out  of  25,000,  and  that  one  officer  who  came  forward 
gave  testimony  here  which  has  been  shown  to  have  been  utterly  un- 
true and  unfair  on  the  testimony  of  witnesses  whose  statements  can 
not  be  challenged.  Aside  from  that  one  executive  of  one  national 
bank  summoned  by  this  committee  to  tell  all  he  knew,  and  who  did 
not  tell  what  he  knew,  but  whose  evidence  was  exceedingly  unfair  and 
incorrect,  there  has  not  been  one  officer  of  one  national  Sank  appear 
at  any  of  these  hearings  in  the  past  six  months. 

Wno  has  come  forward  to  testify?    Where  have  the  complaints 
come  from  ? 

The  principal  witness  has-been  an  executive  of  one  or  two  small 
savings  banks  of  the  District,  who  made  various  charges  and  com- 
plaints the  falsity  of  each  one  of  wliich  has  been  demonstrated  to  this 
committee.  And  as  to  the  character  of  that  witness,  he  has  been  shown 
by  testimony  given  there  to  be  thoroughly  discredited,  and  untrust- 
worthy, and  a  falsifier.  That  evidence  is  before  you  in  the  roc(»rd. 
We  have  shown  that  his  original  complaint  was  based  upon  a  refusal 
of  the  national-bank  examiner  to  permit  him  to  load  this  local  sav- 
ings bank  down  with  rotten  paper  from  a  string  of  banks  in  which 
he  and  a  number  of  his  confreres  were  interested  in  various  places 
in  the  South — as  I  say,  rotten  paper  which  no  bank  should  liav« 
entertained  for  one  second.  I  pomted  out  to  vou  one  instance  where 
one  of  the  makers  of  this  paper  had  $16,000  of  it  in  this  local  savings 
bank,  and  how  the  maker  oi  that  paper  was  sued  for  a  note  of  about 
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$3,000  by  one  of  this  witness's  brothers  from  North  Carolina,  and  in 
reply  he  stated  that  he,  the  man  who  signed  that  $16,000  of  notes 
wnich  were  at  one  time  found  in  one  of  these  savings  banks,  was 
not  responsible  for  that  paper,  but  that  the  witness's  brother,  who 
was  running  a  bank  in  North  Carolina,  was  reallV  responsible,  and 
that  they  had  been  mixed  up  in  the  discreditable  and  disgraceful 
failure  of  three  or  four  banks  in  the  South,  and  that  when  these 
facts  were  coming  to  light  this  Wilmington  brother  of  this  Wash- 
ington witness  appealeato  him  to  sign  notes  up  to  the  extent  of 
about  $100,000,  wliich  he  plastered  arotmd  among  various  banks  or 
individuals  as  valid,  binding  obligations,  and  which  he  then  came 
forward  and  repudiated,  and  said  that  he  was  requested  by  the 
Wilmington  brother  of  tnis  discredited  witness  to  sign  them  to  save 
them  from  disgrace. 

When  the  comptroller's  office  had  obtained  a  copy  of  that  affi- 
davit making  those  allegations,  which  were  printea  in  the  record, 
there  was  a  nurrving  to  and  fro,  it  seems,  down  there  in  the  Caro- 
linas,  and  this  kinsman  of  the  local  Washington  banker  sent  for- 
ward a  statement,  requested  permission  to  amend  his  bill,  withdraw- 
ing the  grave  and  serious  charges  which  he  had  made  under  oath 
against  tne  Wilmington  official,  who  was  a  director  in  the  local  bank 
of  which  his  brother,  Wade  Cooper,  was  president. 

It  is  a  question  for  you  to  decide  as  to  how  you  desire  to  regard 
him,  whether  as  a  willful  perjurer,  or  as  an  unwilling  witness  against 
the  discreditable  and  dis^aceful  operations  of  his  kinsman. 

This  local  banker  himself  I  have  shown  you  has  been  guilty  of 
transactions  and  operations  which  I  regard — and  I  believe  which 
any  Comptroller  of  the  Currency  who  ever  occupied  that  post  would 
have  regarded — as  disgraceful,  if  not  fraudulent.  I  have  no  hesi- 
tation in  stating  to  the  committee  that,  in  my  judgment,  men  of 
that  character  and  type  have  no  place  in  the  banking  business. 

My  attitude  toward  that  official  is  not  governed  in  any  wav  by 
personal  feelings.  I  had  never  heard  of  him  until  I  came  to  Wash- 
ington, nor  had  I  ever  seen  him,  perhaps,  more  than  two  or  three 
times,  imtil  this  controversy  arose.  He  has  told  you  that  until 
last  October,  when  the  national-bank  examiner  insisted  upon  a 
reformation  of  conditions  in  the  local  banks,  his  relations  with  the 
comptroller  were  entirely  pleasant,  and  he  also  wont  on  to  say 
in  October  last,  that  as  ifar  as  the  national-bank  examiner  against 
whom  he  brought  those  charges  is  concerned,  he  regarded  him  as 
an  excellent  examiner,  except  tor  what  he  claimed  to  be  his  personal 
prejudice  against  the  head  of  the  bank. 

Now,  gentlemen,  I  ask  your  attention  to  these  facts:  The  condi- 
tion of  the  national-ban&ing  system,  the  administration  of  this 
office  for  the  past  five  years  or  inore  on  the  one  hand;  and  the  com- 
plaints which  have  been  made  against  it  if  any.  I  do  not  know 
of  any  well-founded  complaints  made  against  this  office  by  re- 
sponsible men  which  can  be  substantiated  or  corroborated. 

You  were  good  enough,  Mr.  Chairman,  to  say  to  me  a  few  days 
ago  that  you  would  give  me  the  opportunity  of  answering  or  ex- 
plaining or  replying  to  any  charges  or  complaints  of  any  sort  that 
might  reach  tnis  committee  privately,  secretly,  or  otherwise. 
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The  Chairman.  So  far  as  they  came  to  my  knowledge  as  chair- 
man. 

Mr.  Williams.  So  far  as  they  came  to  your  knowledge;  yes. 

Senator  Penrose.  What  did  you  say,  Mr.  Chairman? 

The  Chairman.  So  far  as  they  came  to  my  knowledge. 

Senator  Penrose.  I  have  received  a  vast  number  of  complaintB 
about  the  comptroller's  office  from  Pennsylvania.  I  suppose  three- 
foiu^ths  of  the  bankers  in  the  State  have  written  to  me  complaining. 

Mr.  Williams.  I  should  be  very  happy,  Mr.  Chairman  and  gen- 
tlemen, to  be  given  the  opportunity  ol  answering  any  complamts 
that  have  been  made  against  the  comptroller's  office.  I  do  not  think 
it  is  fair,  with  all  due  respect,  for  the  committee  to  act  upon  ex 
parte  complaints  which  are  not  answered. 

Senator  PfeNROSE.  Those  complaints  are  so  unanimous  they  are 
impressive.  I  have  not  gone  into  them  at  all.  Most  of  these  gen- 
tlemen do  not  want  their  names  known  because  they  fear  that 
things  might  be  uncomfortable. 

Mr.  Williams.  How  could  they  be  uncomfortable  to  themt 

Senator  Penrose.  I  do  not  know.  I  am  not  a  banker,  and  do  not 
know. 

Mr.  Williams.  I  do  not  believe,  gentlemen,  that  any  member  of 
this  committee  is  willing  to  condemn  a  man  on  an  ex  parto  state- 
ment on  charges  of  whicn  he  is  entirely  ignorant.  I  am  not  willins 
to  believe  this  committee  would  be  governed  in  that  way.  It  would 
bo  subversive  of  the  most  elemental  principles  of  justice  and  fair- 
ness. But  we  have  seen  the  character  of  some  of  the  complaints, 
the  hollow,  shallow,  mocking  character  of  some  of  the  complaints 
that  have  been  filed  with  your  committee. 

I  have  pointed  out  to  you  the  resolutions  which  your  committee  was 
informed  wore  passed  by  the  clearing-house  association  of  Win- 
chester, Ky.,  and  laid  before  this  committee  in  February  by  an 
eminent,  distinguished  former  Member  of  the  Senate,  and  Vhen  he 
was  asked  what  clearing  house  passed  that  resolution  he  declined 
to  aav.  A  member  of  tne  Senate  committee  told  me  subsequently 
that  lie  understood  that  the  resolution  came  from  Winchester,  Ky.» 
and  I  have  shown  you  that  a  few  weeks  later  a  national  bank  ex- 
aminer wrote  to  me  and  stated  that  he  had  had  occasion  to  examine 
the  national  banks  of  Winchester,  Ky.,  a  few  days  before,  and  that 
in  the  course  of  his  examination  he  railed  for  the  clearings  in  order 
that  he  might  check  them  up  with  the  clearinghouse,  and  the  officer 
of  the  bank  to  whom  he  made  the  application  became  very  much 
confused. 

He  said,  "We  have  no  clearing  house,  and  never  had  one." 

The  bank  examiner  said,  *  Slave  no  clearing  house?  Who  passed 
that  resolution  whicli  was  presented  before  the  Senate  condemning 
the  Comptroller  of  the  Currency  r' 

His  confusion  increased.  He  said,  "So-and-so,''  naming  an  officer, 
or  the  toller,  in  the  other  national  bank  of  the  city — **He  and  I 
got  that  up'' — tt  resolution  which  purported  to  be  a  resolution  of 
the  clearing  house,  and  was  sent  on  to  Washington  as  a  resolutioD 
of  the  clearing  house,  which  did  not  exist,  and  which  had  never 
existed.  He  said,  ''I  got  that  up.  I  am  tired  making  out  those 
reports  tor  Washington.     I  am  a  Republican,  anyhow." 
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That  was  his  excuse  to  the  national-bank  examiner,  whose  evi- 
dence is  in  this  record.  And  there  is  a  fake  resolution  of  the  Win- 
chester clearing  house  laid  before  you  for  the  purpose  of  influenc- 
ing vour  judgment  and  your  opinion,  by  two  petty  officers  of  national 
banks  there,  and  when  inquiry  was  made  of  the  president  and  direc- 
tors about  that,  they  expressed  their  deep  regret  that*  anythins:  pf 
thfjt  sort  should  have  happened,  and  said  that  they  knew  nothing 
of  it  at  all. 

The  Chairman.  You  do  not  mean  to  imply  that  the  Senator  who 
introduced  that  resolution  knew  that  if  was  a  fake  ? 

Mr.  Williams.  I  know  nothing  about  that.     I  told  you  in  the 

f)revious  hearing  that  the  same  Senator  who  introduced  that  reso- 
ution  had  informed  your  committee  that  ho  had  never  received 
a  letter  or  word  commendatory  of  the  Comptroller  of  the  Currency, 
and  that  subsequently,  when  it  was  discovered  that  I  knew  of  cor- 
respondence which  he  had  had  in  Lexington,  Ky.,  with  a  leading 
banker  of  that  city,  the  president  of  the  local  bankers'  association, 
he  said,  ''Well,  I  was  going  to  mention  that  letter,"  but  he  never 
read  the  letter  to  the  committee,  and  that  letter  was  read  to  the 
committee  subsequently  by  me,  and  inserted  in  that  record,  in  which 
that  leading  banker,  a  man  who  had  had  40  years'  experience  in 
the  banking  business,  informed  the  Senator  that  he  had  oeen  in  the 
business  40  years,  and  that  he  had  seen  many  comptrollers  come  and 
go,  but  that  he  was  never  aware  of  an  administration  which  had 
been  more  successful  than  the  present  one.  The  letler  was  com- 
mendatory throughout.  He  saia  that  his  bank  had  never  been  put 
to  any  hardship,  and  that  he  welcomed  the  examinations  which 
were  being  made,  which  were  calculated  to  improve  and  strengthen 
their  position.  And  he  said,  "In  order  that  you  may  see  that  I  am 
not  governed  by  partisan  motives,  I  am  a  rock-ribbed  McKinlej 
republican,  and  always  expect  to  be.  '  But  I  think  it  is  only  fair 
to  the  comptroller  that  I  should  wiite  you  as  I  am  doing." 

When  the  Senator  stated  to  your  committee  that  he  had  never- 
received  or  heard  a  commendatory  word  about  the  comptroller  he 
was  in  possession  of  that  letter,  freshly  received.  I  mention  the 
Winchester  resolutions  as  indicative  of  the  secret  propaganda  against 
the  comptroller's  office. 

Without  boasting,  I  desire  to  sav  that  the  comptroller's  office  is 
in  receipt  of  hundreds  of  letters  from  8.11  over  the  country,  from 
Republicans  and  Democrats  alike,  regardless  of  political  affiliations, 
coinmendiiig  and  approving  in  the  highest  terms  the  methods  and 
policies  which  have  been  instrumental  in  achieving  the  results  which 
nave  been  obtained  in  the  past  five  or  six  crucial  years. 

I  have  mentioned,  I  think,  the  only  national  bank  officer  who  has 
appeared  nolens  volens  before  this  committee,  and  whose  testimonv 
has  becjn  shown  to  have  been  thoroughly  incorrect  on  the  one  harid, 
and  I  have  referred  to  the  only  other  bank  official  who  has  appeared 
before  this  committee,  and  I  pointed  out  to  you  the  character  of  the 
man  and  the  basis  for  his  complaints. 

Now,  the  very  valuable  time  of  this  committee  has  been  consumed 
largely  in  the  past  in  listening  to  a  rehash  of  the  old  complrints  in 
regard  to  the  United  States  Thist  Co.  transaction  in  1913;  the  Riggs 
case  the  following  year.     Really,  gentlemen,  I  begrudge  on  your 
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account  tho  time  you  have  had  to  give  to  the  further  ventilation  of 
the  discussion  of  the  United  States  Trust  Co.  matter,  which  has 
already  been  reviewed  and  passed  upon  by  two  committees  of  the 
United  States  Senate  in  connection  with  my  nomination. 

I  also  regret  that  you  should  have  to  review  the  Rijigs  Bank 
equity  case,  which  was  overwhelrainsrly  decided  in  favor  of  the  Sec- 
retary of  the  Treasury  and  the  Comptroller  of  the  Currency  in  the 
decision  handed  down  by  Justice  McCoy,  of  the  Supreme  Court  of 
the  District  of  Columbia,  first  in  the  interlocutory  decision,  and 
then  again  in  the  lengthy  decision  which  was  rendered  about  a  year 
later. 

Mr.  Darlington,  of  counsel  for  the  Riggs  Bank  or  some  of  its 
officials,  was  summoned,  I  understand,  by  this  committee  to  testify 
recently,  and  he  made  a  very  plain,  clear  statement  before  your  com- 
mittee," which  was  mainly  in  accordance  with  the  facts  of  the  case. 
with  the  exception  of  certain  criticisms  which  I  have  already  pointed 
out,  and  whicn  have  gone  into  the  record.  As  far,  however,  as  any 
criticisms  relating  to  the  aspect  of  the  case  which  Mr.  Darlington 
discussed,  of  which  Mr.  Hogan  discussed  in  the  closing  portion  of 
his  testimony  are  concerned,  they  have  already  been  completely 
answered  by  Mr.  Untermyer,  and  bv  the  testimony  which  I  haye 
heretofore  piven.  So  I  forbear  to  take  up  •your  time  in  further  dis- 
cussion of  those  aspects  of  their  case. 

I  do  not  know  how  far  it  may  be  the  desire  of  the  committee  to 

Kermit  Mr.  Hogan  to  continue  fiis  statement  before  the  committeei 
ut  I  do  venture  to  express  the  hope  that  if  he  comes  before  yon 
again  you  will  induce  him  to  limit  his  statements  to  a  narration  of 
facts  and  not  to  proceed  on  the  assumption  that  he  is  a  competitor 
in  a  contest,  where,  up  to  date,  he  has  clearly  shown  himseli  to  be 
entitled  to  the  first  prize,  with  Ananias  coming  later  on  for  honorable 
mention. 

Mr.  Hogan's  aim,  as  far  as  I  have  been  able  to  discover,  has  been. 
as  I  have  heretofore  told  the  committee,  apparently  to  becloud  and 
swamp  the  record  with  a  conglomeration  of  inaccurate  statements 
and  untruths,  and  these  I  have  endeavored,  at  the  cost  of  taxii^ 
the  patience  of  your  committee,  to  point  out  in  much  more  detail 
than  it  seemed  to  me  to  be  necessary.  If  Mr.  Hogan  desires  to 
resume  his  statements  before  the  committee,  I  am  quite  prepared 
to  answer  immediately  and  promptly  any  statement  or  allegation 
of  any  sort  which  he  may  nuike  which  may  reflect  directlv,  remotely, 
or  in  any  way  upon  the  fair,  impartial,  and  correct  disctarge  of  Uie 
officirl  duties  of  the  comptroller,  or  upon  his  conduct  in  office  in  any 
respect. 

1  should  like,  Mr.  Chairman,  before  I  take  up  the  introduction 
into  the  record  of  several  other  letters  in  this  correspondence,  to 
sav  a  word  or  two  in  regard  to  the  charges  which  were  made  in  the 
Rfggs  crse  of  conspiracy  or  di  c  imination  or  malice.  The  decision 
of  the  judge  was  that  there  wrs  no  evidence  anywhere  of  malice 
on  the  part  of  cither  the  Secretary  of  tho  Treasuiy  or  the  Comp- 
troller of  the  Currency. 

On  page  139  of  the  anual  report  of  the  Comptroller  of  the  Currency 
for  1916,  there  ispublished  the  interlocutory  decree  of  Justice  McCbyi 
of  the  Supremo  Court  of  the  District. 
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The  Chairman.  Has  that  decree  been  put  into  the  record  in  full  ? 

Mr.  Williams.  I  think  it  has.  I  omy  want  to  read  extracts 
from  it. 

The  Chairman.  I  think  it  had  better  go  in  if  it  has  not  gone  in 
already. 

Mr.  Williams.  Very  well.     The  judge  says: 

But  on  the  other  branch  of  the  case  in  regard  to  grantmg  any  pendente  lite  relief  in 
ree:ard  to  these  deposits,  or  in  regard  to  the  reserve  agency  end  of  the  situation,  I  say 
what  1  said  before,  that  the  case,  s^ich  as  it  is,  made  ont  by  the  bill,  assiming  that  any 
was  made  out  by  the  bill  for  the  pLipcse  of  an  injunction,  has  been  mot  over- 
whelmingly in  my  opinion,  by  the  proofs  which  are  here  in  the  form  of  affidavits,  and 
I  shall  deny  that  relief  pending  the  action. 

Mr.  Williams.  Then,  the  judge  goes  on  and  says: 

I  was  stnck,  when  I  first  read  the  bill,  by  the  allegation  on  page  14  of  the  printed 
bill  here,  which  I  called  attention  to  the  other  day: 

I' Plaintiff  fi  rther  avers  that  nrior  to  December,  1913,  the  defendants  McAdoo  and 
Williams  had,  in  ways  which  will  be  fully  detailed  in  the  evidence  to  be  taken  in  this 
stjit.  openly  and  publicly  manifested  their  personal  malice  toward  certain  of  the 
plaintiff's  officers. 

I  wondered  what  that  meant,  and  I  do  not  know  to  th's  minute  what  it  means;  but 
of  coi  J89,  there  is  an  absence  not  of  evidence  but  of  the  statement  of  any  ultimate 
facts  that  would  s^' stain  that  allegation  in  the  bill;  and  when  I  came  to  read  this 
Tribune  article,  which  ajjpears*  there,  and  the  incident  which  occvjred  in  Mr. 
McAdoo's  office,  whenever  it  was,  coupled  with  that,  if  I  were  obliged  to  resort  to  that 
I  should  say  that  perhaps  it  was  shown  that  the  malice  was  the  other  way. 

Those  are  the  words  of  Chief  Justice  McCoy,  of  the  Supreme  Court 
of  the  District  of  Columbia.    Continuing  he  says: 

In  view  of  the  absence,  as  I  say,  of  any  statement  here  as  to  backing  up  this  general 
allegation,  and  coupled  with  what  is  in  there,  I  do  not  see  how  anybody  can  fail 
reasonably  to  reach  that  conch*  sion,  and  that  if  there  were  bad  blood — I  do  not  know 
as  to  that — ^if  there  is  anything  between  the  parties,  there  is  nothing  here  to  show  that 
the  two  defendants  were  the  aggressors  in  the  matter. 

That,  gentlemen,  is  the  language  of  the  judge  deciding  the  case. 

Then,  again,  I  do  not  think  it  is  necessiry  here  to  decide  whether  there  has  been  any 
arbitrary  exercisa  of  power,  or  exercise  of  arbitrary  power,  in  regard  to  this  question 
of  the  res3rve  agency  or  any  threat  of  an  exercisa  of  arbitrary  power.  It  seems, 
to  me  on  the  record  that  is  made  here  before  me  now,  that  the  Government  ofiPcials 
would  have  been  remiss  if  they  had  consented  to  permit  the  bank  to  act  as  agent  for 
a  new  applicant  bank. 

That,  gentlemen,  I  repeat,  is  the  language  of  the  judge.  The 
comptroller  would  have  been  remiss  if  he  had  permitted  a  bank,  con- 
ducted as  that  was  at  that  time,  to  continue  to  act  as  reserve  agent 
for  other  banks. 

Because  I  think,  for  the  purpose  of  this  motion,  always — ^now,  I  am  not  passing  on 
the  ultimate  merits  of  the  case-^there  is  evidence  here  of  persistent  violations  of  the 
law,  and  that  they  began,  not  with  Mr.  Williams's  incumbency  of  the  office — and  that 
has  another  bearing,  perhaps,  on  the  question  of  what  animated  Mr.  WilUsums — ^but 
they  b(^n  before  he  came  there,  and  there  is  evidence  that  they  are  continuing  i.ntil 
this  day;  and  even  if  the  comptroller  is  wrong  about  what  kind  of  a  bank  orght  to 
have  Government  deposits  (namely,  a  so-called  conmiercial  bank  or  stock-exchange 
bank),  even  if  thcs3  features  were  not  in  there,  the  oAer  feature  of  violations  of  law 
are  in  there;  and  I  should  say  that  ha  was  qjdte  rigjht  in  determining  to  take  out  these 
depos'ts,  or  at  least  to  say  that  there  should  not  be  any  further  salection  of  this  bank 
as  a  re83rve  agency. 

There  is  a  complete,  and  I  should  SB.y  convincing,  statement  from 
the  judge,  with  the  evidence  before  him,  as  to  wnether  the  comp- 
troller's action  in  that  particular  case  was  right  or  whether  it  was 
noU 
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While  it  may  have  nothing  to  do  with  the  law  of  the  ca83,  I  eripposa  that  all  judges 
have  some  right  to  consider  matters  of  banking  policy  whan  they  are  called  upon  to 
decide  legal  questions.  I  should  say  that  the  policy  of  not  having  large  deposits  in 
so-called  stock-exchange  banks,  as  compared  with  the  amoimt  of  depoaita  in  com- 
mercial banks  was  an  absolutely  good  and  sound  policy,  and  the  fact  tbat'CongreBB 
thinks  so  is  now  embodied  in  the  Federal  rest'rve  act. 

This  question  about  whether  or  not  stocks  are  good,  and  whether  or  not  dealing  in 
stocks  is  any  different  from  dealing  in  oats  and  grain  and  steers  and  hogs  and  that  kind 
of  thing,  is  an  argument  that  docs  not  need  to  be  answered. 

I  wanted  to  call  your  attention,  Mr.  Chairman  and  gentlemen,  to 
that  particular  portion  of  Justice  McCoy's  interlocutory  decision, 
dealing  with  the  question  of  malice  and  the  propriety  of  the  depart- 
ment's action  in  deciding  to  designate  at  that  time,  under  those  con- 
ditions, the  Riggs  Bank  as  a  depositary  for  other  national  banks. 
But,  as  I  understand  it,  that  entire  interlocutory  decision  will  be 
printed  in  the  record. 

Now,  gentlemen,  I  ask  your  indulgence  while  I  read  and  comment 
as  briefly  as  possible  on  the  decision  of  the  Comptroller  of  the  Cur- 
rencj  on  the  application  of  the  renewal  of  the  charter  of  the  Riggs 
National  Bank,  which  was  delivered  to  the  bank  on  June  21,  1916, 
which  decision,  I  believe,  has  not  up  to  this  time  been  inserted  m 
the  hearings  before  this  committee,  although  I  think  it  was  intro- 
duced in  the  previous  Senate. 

Treasury  Department, 

Washington,  June  21,  J9IS, 
The  Rioos  National  Bank, 

Washington,  D,  C. 

Sirs:  On  the  23d  day  of  May,  1916,  you  tiled  an  application  for  an  amendment  to 
your  articles  of  association  so  as  to  continue  the  life  of  your  association  imtU  June  27, 
1936.  This  application,  if  granted  in  the  present  form,  would  extend  the  life  of  the 
corporation  for  20  years  and  one  day,  which  the  comptroller  has  no  power  to  grant,  aa 
the  law  now  permits  an  extension  of  20  years  only.  The  application  should  be  amended 
so  as  to  provide  that  the  association  shall  continue  until  the  close  of  bi  sineas  on  June 
26,  1936,  instead  of  June  27,  1936.  The  application,  to  be  legal,  should  also  bear  a 
10-cent  internal-revenue  stamp,  as  required  by  law.  I  shall  assume  for  the  purpoB'V 
of  this  decision  that  the  application  has  been  amended  as  thi:s  indicated,  and  thaX  tha 
10-cent  internal-revenue  stamp  has  been  affixed. 

Section  3  of  the  act  of  July  12,  1882,  provides: 

*'That  upon  the  receipt  of  the  application,  and  certificate  of  the  association,  provided 
for  in  the  preceding  sK'tion,  the  Comptroller  of  the  Currcncv  shall  cai.83  a  special 
examination  to  be  made,  at  the  expense  of  the  association,  to  determine  its  conditioD; 
and  if  aft-er  s'lch  examination  or  otnerwise,  it  appears  to  him  that  said  association  ia  in 
a  satisfactory  condition  he  shall  grant  his  certificate  of  approval  provided  for  in  the 
preceding  section,  or  if  it  appears  that  the  condition  of  sajd  association  is  not  satisbc- 
tory  he  shall  N^ithhold  such  certificate  of  approval.'' 

The  law,  as  you  sec,  Mr.  Chairman  and  gentlemen,  clearly  pro- 
vides that  the  examination  must  be  made  oefore  the  comptroBff 
passes  upon  the  appUcation  for  renewal  of  the  charter.  Mr.  Darling- 
ton has  been  disposed  to  criticize  the  comptroller  for  making  that 
special  examination.  I  merely  call  your  attention  to  that  in  passing. 
[Continuing  reading:] 

The  word  "condition.**  as  it  his  been  construed  by  my  predecessors,  and  by  the 
Supreme  Court  of  the  District  of  Columbia  in  the  decision  rendered  May  31.  1916,  in 
the  s'.it  of  the  Rigga  National  Bank  r.  the  Comptroller  of  the  Chjrency  et  al.,  com- 
prehends not  only  the  solvency  of  the  bank,  but  aa  well  the  character  of  the  budoni 
done  by  the  bank,  and  the  manapjemeut  and  the  record  of  the  bank  with  respect  to 
observance  or  violations  of  law  by  its  officers. 

It  id  tho  duty  of  the  comptroller  to  determine  such  ''condition'*  with  reference 
to  all  of  these  factors  or  elements,  and  thi-^  neceasitates  a  couBideration  of  the  bank'i 
9JCord  aa  well  as  of  its  solvency  and  financial  resources. 
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Acting  upon  this  coDception  of  my  duty,  I  find  that  the  present  officere  of  the 
association  (who,  with  the  exception  of  Mr.  H.  H.  Flather,  wno  resigned  October  1 
last,  have  been  its  officers  almost  since  its  organization),  have  conducted  the  business 
of  the  bank  during  almost  the  entire  period  of  its  existence  in  persistent  violation 
of  the  national-bank  act  and  in  disregard  of  the  regulations  and  frequent  admonitions 
of  the  comptroller's  office. 

The  same  H.  H.  Flather,  who  was  the  cashier  of  the  1»ank,  and 
who  was  guilty  of  those  gross  and  flagrant  violations  of  law  and 
of  the  most  elementary  rules  of  ethics  in  connection  with  the  execu- 
tion of  orders  for  the  bond  and  stock  purchases  by  the  customers 
of  the  bank,  as  has  been  explained  in  previous  testimony  given. 
[Continuing  reading:] 

Violations  of  law  and  unlawful  practices. 

I  now  ask  your  attention,  gentlemen,  to  the  brief  summary,  which 
was  embraced  in  this  decision  of  some  of  the  violations  of  the  law 
which  the  national-bank  examiners  encountered  when  the  examin- 
ers made  examinations  of  that  bank  and  which  were  rendered  very 
diflicult  by  the  obstructions  which  were  placed  in  their  way  and 
the  devices  to  conceal  and  hide  real  conditions  by  the  bank's  oracials. 
[Continuing  reading:] 

Some  of  its  violations  and  irregular  practices  have  related  to: 

The  making  of  real  estate  loans  contrary  to  law; 

Investments  in  stocks  contrary  to  law; 

The  frequent  and  persistent  failure  to  maintain  reserves,  as  required  by  law; 

Excessive  and  unlawful  loans; 

The  carrying  on  of  a  stock-brokerage  business  either  directly  or  through  the  agency 
of  a  partnership  composed  of  the  chief  officers  of  the  bank  within  the  bank  itfelf, 
under  the  firm  name  ffttterly  of  Glover  &  Flather,  or  Flather  &  Flather,  and  in  earlier 
years  of  Glover,  Hyde,  Johnston  and  others. 

The  maintenance  of  private  telephone  and  telegraph  wires  with  stock-brokerage 
offices. 

I  remark  here  that  the  national  bank  examiner  discovered  that 
there  were  three  separate  private  wires  connecting  the  bank  and 
its  executive  offices  with  stock  offices  in  different  cities.  [Continu- 
ing reading:] 

The  making  of  dummy  loans  for  benefit  of  officers  of  the  bank. 

And  right  there,  gentlemen,  I  pause  to  explain  that  the  suit 
arose  in  connection  with  the  fine  of  S5,000  assessed  by  the  comp- 
troller upon  the  bank  for  its  refusal  to  divulge  information  in  re- 
gard to  the  dummy  loans  and  other  loans  made  to  the  bank's  officers 
and  their  wives  and  fa^milies  during  a  period  of  years.  [Continuing 
reading:] 

The  lending  of  large  sums  of  money  (oftentimes  when  the  bank  was  running  behind 
in  its  reserve  requirement)  to  the  president;  vice  presidents,  and  cashier  of  the  bank, 
as  well  as  to  manv  bookkeepers,  tellers,  clerks,  and  other  employees  of  the  bank, 
contrary  to  what  tfeis  office  regards  as  proper  and  legritimate  methods  in  carrying  on  a 
banking  business  \mder  the  requirements  of  the  national  banking  act. 

Right  there  I  remark  that  Examiner  Reeves,  who  has  been  referred 
to  by  Mr.  Hogan  in  his  testimony  as  a  witness  for  the  defense,  or 
for  the  Riggs  National  Bank's  officers  in  the  perjury  case  and  whoso 
methods  of  examination  were  so  praised  by  Mr.  Hogan,  had  reported 
to  the  comptroller's  office  that  at  one  of  his  examinations  which  had 
been  made,  I  think,  in  May,  1906,  six  or  seven  years  before  my  in- 
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vestigations,  he  had  found  both  vice  presidents  of  the  bank,  4  or  5 
of  its  tellers,  and  34  other  officers  and  clerks  and  employers  borrow- 
ing the  bknk's  funds  right  and  left  to  the  extent  of  more  than 
$350,000  at  that  time,  principally  upon  speculatire  securities  on 
which  they  were  borrowing.     [Continmng  reading:] 

Refusal  to  furnish  reporte  as  required  by  the  comptroller's  oflSce;  and 

Denial  of  the  authority  of  the  comptroller  to  require  information  about  the  bank's 

affairs. 
]t8  violations  of  law  and  irregfular  practices  be^n  shortly  after  the  oiganiasation  of 

the  bank  in  1896  and  continued  throughout  the  life  of  the  bank  until  the  summer  or 

autunm  of  1914,  when  they  were  discontinued  because  of  the  action  of  the  comptroller's 

oflfice. 

I  think,  gentlemen,  that  the  action  of  the  comptroller  in  doing  away 
with  those  irregular  and  unlawful  operations  was  perhaps  the  most 
beneficial  order  that  was  ever  carrieci  into  efl'ect  witn  relation  to  that 
particular  bank  by  the  comptroller's  office.     [Continuing  reading:] 

I  shall  not  attempt  to  go  into  great  detail  in  these  matters,  as  they  have  been  set 
out  quite  fully  in  the  answering  affidavits  filed  by  the  Secretary  of  the  Trcaftsury 
and  the  Comptroller  of  the  Currency  in  the  Supreme  Court  of  the  District  of  Columbia 
in  the  suit  brought  by  the  Riggs  National  Banlc  in  April,  1915,  to  test  the  powers  and 
authority  of  the  Comptroller  of  the  Currency,  but  it  is  necessary  that  I  should  adv^ 
to  them  in  a  general  way.  Copies  of  said  affidavits  and  a  synopsis  made  by  the 
Department  of  Justice  of  the  opinion  rendered  by  Mr.  Justice  McCoy,  as  well  an  the 
opinion  itself,  are  attached  hereto  as  Exhibits  Nos.  1,  2,  3,  and  4,  respectively,  and  are 
made  a  part  of  this  decision. 

STOCK-BROKERAGE   BUSINESS. 

National-bank  examiners  reported  to  thLs  office,  as  a  result  of  their  investigi- 
tions  in  May,  1914,  that  the  principal  officers  of  the  Riggs  National  Bank  were  am- 
ducting  an  active  stock  brokerage  and  real  estate  loan  business  within  the  bank  and 
were  engaged  in  speculations  for  their  own  account,  for  which  they  were  borrowing 
lar^2:e  sums  of  money  from  their  own  bank,  from  other  local  banks,  and  from  the  New 
York  correspondents  of  the  Riggs  National  Bank.  It  was  established  that  the  cashier 
of  the  Riggs  National  Bank,  Mr.  II.  H.  Flather,  who  re-igned  at  the  time  that  the 
indictments  for  perjury  were  returned  a^inst  him  and  other  officers  of  the  bank,  had 
a  private  telephone  line  from  his  desk  m  the  bank  to  the  office  of  the  now  defunct 
stock-brokerage  firm  of  Lewis  Johnson  &  Co.  It  was  disclosed  that  Cashier  Flather 
traded,  in  some  instances,  on  the  orders  of  customer?  to  his  personal  advantage,  report- 
ing salc^  to  customers  at  prices  less  than  those  at  which  their  securities  had  actually 
been  sold,  and  converting  the  difference  to  his  own  use. 

That  has  been  established  by  evidence,  as  the  district  attorney  has 
informed  your  committee  at  the  time  he  appeared  before  you  a  few 
days  ago.     [Continuing  reading:] 

Concerning  these  speculative  transactions  of  Mr.  H.  H.  Flather,  National  Bank 
Examiners  Sherrill  Smith,  chief  examiner  of  the  Chicago  district,  and  James  Trimble, 
examiner  at  Washington,  as  a  result  of  their  examinations  of  the  bank,  submitted 
under  date  of  October  2,  1915,  a  report  from  which  the  following  extract  is  taken. 

This  is  a  report  of  the  national-bank  examiners: 

**We  find  that  n.  H.  Flather,  from  June  24,  1909,  to  March  7,  1914,  had  a  per- 
sonal account  with  Lewis  Johnson  &  Co.  which  was  speculative  in  character,  in 
which  he  usually  carried  a  debit  balance  on  which  interest  was  charged,  and  which  to 
a  long  period  securities  were  inadequate.  That  from  February  29,  1908,  to  Novem- 
ber 20,  1909,  he  carried  an  account  as  'Henry  Hepburn.'  whicn  was  speculative  to  a 
lesser  degree;" — 

Ri^ht  th'ire,  g?ntlpm3n,  I  call  your  att(»ntion  to  the  cashier  of  the 
Riggs  National  Bank  carrying  a  speculative  account  with  this  bro- 
kerage house  under  an  alias,  under  an  assumed  name  to  conceal  his 
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operations — ^^ Henry  Hepburn.''  He  was  ashamsd  to  do  it  under  his 
own  name  in  addition  to  the  account  he  already  had  there,  appar- 
ently, so  he  resorted  to  this  device — ''Henry  Hepburn/'  [Continu- 
ing reading:] 

"which  was  speculative  to  a  leaser  degree;  and  that  so  far  as  our  investigations  went, 
his  transactions  through  the  bank  accounts  with  Colgate  &  Co.  an.l  Lewis  Johnson  & 
Co.  (see  this  report)  were  most  reprehensible,  if  indeed  they  are  not  held  in  some  in- 
stances to  be  criminal." 

That  was  the  cashier  of  the  Riggs  National  Bank.  [Continuing 
reading:] 

"We  find  that  his  entire  dealings  were  conducted  in  a  manner  to  prevent  discovery ; 
he  maintained  no  balance,  claiming  he  received  and  paid  cash. " 

He  used  the  credit  and  the  resources  of  the  bank,  however;  in  those 
operations,  and  the  purchas3S  and  sales  of  stocks  through  a  long 
period  of  years  were  to  a  considerable  extent  being  carried  in  the 
bank's  drawer  or  till  as  cash  and  were  nothing  but  the  sp3culative 
obligations  of  officers  of  the  bank  or  of  their  speculative  clients,  yet 
they  were  being  counted  as  cash  and  being  reported  to  the  Comp- 
troller's Office  as  cash  in  drawer.  I  have  called  your  attention  to  the 
last  report  made  prior  to  the  report  made  by  Examiner  Trimble  in 
May,  1914,  when  those  speculative  S3curities  carried  in  cash  amounted 
of  about  fifty  or  sixtv  thousand  dollars.  I  think  it  was  in  November, 
1913,  that  among  other  things  som3  Am3rican  Can  was  being  carried 
in  that  cash  conveniently  for  Mr.  Glover,  president  of  the  bank.  I 
think  thev  explained  that  he  was  temporarily  away  for  a  few  days 
and  that  ne  took  it  up  when  he  returned.  Whatever  the  explanation 
may  have  been  in  his  case,  we  know  it  was  being  done  continuously 
from  day  to  day,  from  week  to  week,  from  month  to  month,  and  from 
year  to  year,  and  that  false  statements  were  being  rendered  with 
regard  to  the  bank^s  condition. 

The  Chairman.  Are  you  referring  now  to  H.  H.  Flather,  the 
cashier  ? 

Mr.  Williams.  I  am  referrinj^ — I  referred  to  the  general  habit 
of  the  bank  in  carrying  securities  in  their  cash  drawer,  and  that 
H.  H.  Flather  was  among  those  who  did  that.  [Continuing  read- 
ing:] 

"He  protected  himself  from  discovery  of  his  deals  with  Lewis  Johnson  &  Co.  by 
havin-T  the  advices  come  to  the  bank  'in  care  of  Cooke,'  and  ran  but  a  few  of  his  trans- 
actions through  his  account." 

Not  through  either  of  his  two  accoimts,  the  ''Henry  Hepburn" 
fake,  alias  account,  or  through  his  H.  H.  Flather  account.  He  had 
two  methods,  one  through  the  cash  account,  and  the  other  through 
''Henry  Hepburn.''     [Continuing  reading:] 

"He  sold  short  through  the  bank's  account. 

"He  advised  customers  of  a  credit  before  the  stock  was  sold,  and  later  sold  the  stock 
and  took  the  profit,  or  made  jjood  the  loss. " 

This  report  of  the  examiners  showed  how  H.  H.  Flather,  sometimes  havin**  orders 
to  buv  a  certain  stock,  bought  the  stock  ordered  by  the  customer,  and  then,  if  it 
should  advance,  would  sell  the  stock  so  purchased  and  take  the  profit  himself,  and 
would  then  buy  the  stock  again  at  a  higher  price  for  the  customer. 

Who  was  thus  forced  to  pay  ah  additional  price. 
The  Chairman.  You  went  into  that  yesterday  pretty  thoroughly, 
Mr.  Williams.     If  you  wish  to  repeat  it,  1  suppose  it  is  all  right. 
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Mr,  Williams.  T  took  the  liberty  of  making  a  few  comments,  as 
these  distinguished  Senators  were  not  with  us  yesterday. 

The  Chairman.  I  know,  but  if  we  eontinue  the  hearing  on  that 
basis  we  never  would  finish. 

Mr.  Williams.  I  see;  yes.     [Continued  reading:] 

Or,  that,  havin-^  an  order  to  sell  a  certain  stock  he  would  sell  on  the  customer^ 
order,  and  then  if  the  stock  should  decline  he  would  buy  it  in,  and  later  aell  again  at 
a  lower  price  than  the  price  at  which  he  originally  sold,  but  accounting  to  the  customtr 
at  the  reduced  price,  taking  for  himself  the  profit  between  the  price  at  which  the  cos- 
tomer's  stock  was  first  sold  and  the  price  at  which  he  bought  it  in,  the  customer  loon^ 
the  difference.        • 

The  examiners  also  stated  that  U.  H.  Flather  sometimes  bought  the  securities 
throuf?h  the  Rig^  National  Bank  account  with  Lewis  Johnson  &  Co.,  but  malnimr  no 
deposit  aeuinst  such  purchases,  and  then  sold  the  securities  at  an  ad\'ance,  appm- 
priatin?  the  profits  personally. 

Vice  president  of  the  Ri^^  National  Bank,  W.  J.  Flather,  brother  of  the  cashier, 
H.  H.  Flatlier,  carried  two  speculative  accounts  on  Uie  books  of  the  brokerage  firm, 
Lewis  Johnson  &  Co.,  one  in  his  own  name — 

That  is  the  vice  president  of  the  Riggs  National  Bank.  [Contin- 
uing reading:] 

one  in  his  own  name  and  the  other  in  the  name  of  a  member  of  said  firm.  Orden  for 
the  purchase  and  sales  of  securities  were  given  by  him  to  Lewis  Johnson  A  Co..  and 
then  charged  to  the  account  of  the  firm  members  as  "agent,"  Vice  President  Flather 
bein^  the  real  principal.  Another  vice  president,  Mr.  Ailee,  (tarried  his  active  spec- 
ulative account  with  a  New  York  stock- brokeraee  house,  with  which  the  bank  also 
had  private- wire  connection,  the  wire  also  connecting  with  the  bank's  New  York 
correspondent. 

The  practice  of  officers  of  a  national  bank  speculating  in  stocks  and  bonowiDg 
mon3^  Irom  their  own  bank  in  order  to  carry  on  such  sppculations  is  reprehensible  io 
the  hi^^hest  degree  and  can  not  be  condemn^  too  severely.  Numerous  junior  officeiSv 
tellers,  bookkeepers,  and  clerks  are  also  shown  by  the  record  to  have  been  bonoming 
large  amounts  of  money  from  the  bank  to  carry  speculative  accounts.  Such  practices 
have  been  the  fruitful  source  of  bank  failures  throughout  the  country,  resulting  in  grave 
losses  to  depK)3itors  and  stockholders,  bringing  disaetor  to  the  1  ank  officers  themselves 
and  serious  injury  to  the  communities  w  here  such  bank  failures  have  occurred. 

Gentle  mm,  I  do  not  believer  there  is  a  ni'.  mber  of  this  coniniitt<^e 
who  will  dissent  from  those  general  expressions  in  the  comptroller's 
d(»cision  to  the  Riggs  Bank,     [(.'ontinuing  reading:] 

Aside  from  the  stock  oporations  of  said  ofllcers  of  the  bank  the  records  show  that  the 
bank  its?lf,  in  its  own  name,  carried  on  a  brokerage  businosp  in  stocks,  contrary  to  law. 
This  business  was  discontinued  only  recently  as  a  result  of  the  action  of  the  present 
Comptroller  of  the  Currency.  It  was  proven  in  court  that  the  bank  in  its  own  name 
and  on  its  own  credit,  harl  more  than  2,5^K)  transactions  in  stocks  and  bonds  with  the 
stock -brokerage  firm  of  Lewis  Johnson  &  Co.  alone. 

GentlrnK  n,  Mr.  Adkins  in  this  testimony  before  you  showed  con- 
clusively that  the  bank  was  conducting  an  active  bond  and  stock 
brokerage  businiss,  and  he  also  read  to  you  copies  of  advertisemtnts 
appearing  in  local  Washington  papers  over  tli(»  signature  of  the 
Riggs  National  Hank  relative*  to  their  bond  anel  stock  business  and 
inviting  the  patronage  of  th(»  public,  to  show  that  the  bank  iis:\i 
admitted  that  it  was  doing  that  business,  although  they  would  at  one 
time  admit  and  again  denv.  1  have  shown  vesterdav  the  contra- 
dictory  statoTnoTits  niaelo  by  tho  bank  in  rogarel  to  this  matter.  But 
right  hero  I  ask  your  attention  to  a  letter  which  the  Riffgs  Na- 
tional Bank  on  November  19,  1013, -the  last  examination  of  tne  bank 
boloro  I  bocanr.e  Comptroller  of  tho  Cun*one*,y,  wi-oto  to  tho  Acting 
Comptroller  of  tho  Cun*oncy,  Mr.  Kano. 
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The  R1QO8  National  Bank  op  Washington,  D.  C, 

Wa8hin;jton,  D.  C,  November  19. 

ACTINCI    (•OMPTROLLER   OP  THE   CURRENCY, 

Washin'jUmy  D.  C. 

Dear  Sir:  We  are  in  receipt  of  your  letter  of  the  11th  instant  callinc:  our  attention 
to  various  matters  in  connection  with  the  report  of  the  examination  of  this  bank,  which 
was  completed  by  the  examiner  October  23,  Ikst. 

Then,  it  goes  on  and  refers  to  the  reserve  deficiency  and  various 
things.  1  want  especially,  though,  to  direct  your  attention  to  the 
closing  paragraph  on  page  85  of  the  correspondence  with  the  Riggs 
National  Bank,  voluir.o  3,  whore  the  Riggs  National  Bank  in  its 
communication,  signed  by  Charles  C.  Glover,  James  M.  Johnson, 
Thomas  Hyde,  Wflliara  J.  Flather,  M.  E.  Ailes,  Frank  C.  Henry, 
Joseph  Paul,  Henry  H.  Flather,  J.  R.  McLean,  H.  Hurt,  C.  1.  Corby, 
Robert  C.  Wilkins,  H.  Rozier  Dulany,  F.  S.  McKennoy,  and  R.  Ross 
Perry — observe  that  those  are  the  officers  and  directors  of  the  Riggs 
Bank  at  that  time,  and  this  is  their  statement  to  the  Comptroller  of 
the  Currency: 

With  respect  to  the  statement  of  the  examiner  that  it  is  the  practice  of  the  bank 
to  carry  items  of  stock  purcliased  for  customers  in  the  cash,  such  items  amounting  to 
$55,572.86  at  the  time  of  his  visit,  you  are  advised  that  for  the  most  part  our  purchasee 
for  customers — 

That  does  not  say  '*my  purchases  for  customers,"  and  signed  by 
Mr.  Glover;  nor  does  it  say  *'our  purchases  for  customers,"  and 
signed  only  by  Mr.  Glover  and  the  two  Flathers;  but  it  says  *'our 
purchases  for  customers,"  and  it  is  signed  by  all  the  officers  and 
directors  of  the  bank  who  were  available  to  attach  their  names.  In 
other  words,  this  is  a  letter  from  the  bank  itself,  not  from  the  indi- 
vidual officers,  who  were  conducting  the  so-called  stock-brokerage 
business  in  their  own  name  and  in  their  own  account.     It  says: 

You  are  advised  that  for  the  most  part  our  purchases  for  customers  are  immediately 
charged  against  their  accounts.  It  sometimes  happens  that  an  order  can  not  be 
fully  executed  at  once,  and  we  have  met  with  some  small  delays  in  completing 
orders,  as  well  as  in  charging  purchases  to  accounts. 

We  have  done  so ;  that  is,  the  directors,  the  officers  and  directors  of 
the  bank,  not  Glover  and  Flather.     [Continuing  reading:] 

The  item  above  mentioned  was  largely  caused  by  the  absence  of  one  of  our  important 
customers  in  Jamaica  at  the  time  his  order  was  executod.  In  the  future  we  will 
endeavor  to  avoid  carrying  these  items  in  cash  by  making  prompt  charges  against 
customers'  accounts. 

Respectfully,  Chas.  C.  Glovek. 

[And  others,  directors  of  the  bank.] 

They  add  a  footnote: 

This  letter  bears  the  signature  of  all  the  directors  with  the  exception  of  three, 
namely,  Admiral  Willard  H.  BrowTison,  who  is  abroad,  Mr.  F,  A.  \anderlip,  who 
is  in  California,  and  Mr.  S.  W.  Labrot,  who  is  in  New  Orleans. 

Could  we  desire  a  more  unequivocal  admission  on  the  part  of  the 
bank  that  they  were  conducting  a  bond  and  stock  brokerage  business 
supplemented  by  their  advertisements  in  the  Washington  papers? 
Ana  yet  they  came  forward  with  denials.  One  day  they  say  one 
thing  and  another  day  they  say  another  thing.  That  is  the  difficulty 
we  had  in  our  examination. 

1  called  your  attention  yesterday  to  how  the  officers  of  that  bank 
had  certified  to  the  national-hank  examiner  and  the  assistant  that  the 
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coTrjpissions  wore  all  taken  by  themselves,  personally  appropriatedy 
and  that  they  paid  the  income  tax  on  them.  A  little  wiiile  before 
they  said  they  were  put  in  some  account  from  which  the  bank  ulti- 
mately got  the  benefit. 

As  1  stated  yesterday,  this  correspondence  was  on  a  very  small 
matter  and  I  would  have  been  very  brief,  would  have  been  adjusted 
and  imirediately  closed  up  if  the  bank  had  been  willing  to  make 
prom.pt  and  correct  state'i^ents  to  the  national-bank  examiner  and 
the  con^ptrollor's  ofTicc.  Wo  would  have  had  none  of  that  long-pro- 
tracted correspondence,  but  it  was  on  account  ot  the  contrary  state- 
ments in  our  elTort  to  find  whore  tho  truth  was  that  the  thing  dra^p^ed 
along,  and,  finally,  upon  tho  hank's  refusal  to  lot  us  have  the  imor- 
mation  in  detail,  as  wo  thought  should  be  done.  [Continuing  read- 
ing from  com.ptroller's  decision:] 

■ 

LOANfl  TO   OFFICERS  AND   EMPLOYEES. 

WTiile  the  new  law  dees  not  forbid  the  maVinir  of  loans  to  officerp  and  employees 
of  the  bank  for  gpenilativo  piirpofOH,  novcrthele??'  the  n^aKing  of  such  loans  has  ieen 
frequently  conderrned  hy  the  Con^ptroUers  of  the  (^urroncy  as  contrary  to  sound  bank- 
ins:  practice  and  the  ethics  of  Rood  bankin*r.  ^Fanv  bank  failures  have  resulted  from 
the  exce^ve  borrowin*?  of  the  bank's  funds  by  offirerH  of  bankj*.  Such  officers  owe 
a  solemn  duty  to  depositors  not  to  u^e  the  funds  of  the  banks  to  their  personal  advan- 
tairc  in  Fuch  a  way  to  expose  the  money  of  depositors  to  undue  risks  or  to  prevent 
the  Imnk  from  performing  its  full  duty  to  the  community.  The  officerd  have  an 
advantage  over  eveni^  other  person  dealins:  with  the  bank,  and  this  of  iteelf  impopeB 
upon  them  a  hi-rher  duty  and  a  g:reater  re-pon^ibility.  Tins  practice  is  particularly 
reprehennble  when  dummy  loans  arc  made  in  the  interest  of  officers  of  a  bank.  There 
were  fre'iuent  in'^tances  of  such  dummy  loan**  in  the  Ri'xes  National  Bank. 

The  direct  and  indirect  loans  reported  under  oath  bv  the  bank  as  made  to  C.  C, 
Glover,  president:  W.  J.  Flather,  vice  president;  M.  E.  Ailes,  vice  president;  and 
H.  II.  Flather,  cashier,  from  July  1,  1890,  to  July,  1914,  were: 

CO.  Glover $2,534,^77 

W.J.  Flather 1,258,010 

M.  K.  JVilos 584.8.'vS 

H.  H.  Flather 1,282,098 

From  this  it  appears  that  there  \^as  borrowed  from  the  bank  in  18  vears  by  it«i  four 
principal  officers,  President  Glover.  Vice  Pre-'ident  Flather,  Vice  Resident  Ailes 
and  CasJiier  Flatiier,  a  total  of  $r>,f;59,8r)(r.  exf  h^ive  of  Jarre  amounts  loaned  to  wivet, 
brotliers,  sons,  and  daughters  of  some  of  the>e  officers.  Pe^ides  the  loans  to  principal 
officers,  the  junior  officers,  tellers,  })ookkeeper?,  and  other  employees  sometin^.es 
borrowed  heaviU .  For  example,  loans  made  by  tlie  bank  in  the  two  years,  1904  and 
1905,  to  its  ladies'  teller,  paving  teller,  and  note  teller,  and  one  of  its  b<x>Kkeepen 
exceeded  in  the  ai^i^ei^ate  $4GG,00(),  larrely  on  F]>eculative  i^tocks.  The  above  loans 
are  all  in  addition  to  larre  loans  n:ade  during  the  period  to  directors  of  the  bank,  other 
tlian  officers,  and  to  other  junior  officers  and  eir])loyoos.  Some  of  the  above  loans 
may  have  been  renewals  of  otlier  loans,  and  may  have  been  carried  through  the  hooks 
several  times,  and  therefore  the  tx)tals  n'ay  to  some  extent  be  subject  to  adjustment, 
although  some  of  tlie  loans  ran  >'everal  years  at  a  time. 

In  roplv  to  Mr:  Hogan^s  criticisms  6n  that  point,  I  have  stat<ed  at 
previous  iioarings  of  tho  conunittoo  that  sucn  renewals  as  those  to 
which  he  refers  arrounted  to  a  comparatively  small  proportion  of 
tho  total  loans  and  that  tho  office  in  statinji:  that  had  not,  as  he 
assun  ed  or  attempted  to  assert  by  his  stater  ent  to  your  committoef 
magnified  it  by  tnree  and  one-tnird  times.     [Contmuing  reading:] 

But  in  any  case  thev  exhibit  a  consistent  policy,  or  practice,  of  large  and  dangeroufl 

Eroportions,  which  should  be  condemned  by  all  vho  believe  in  sound  and  safe 
auKinc:.     It  is  true  that  after  the  present  Comptroller  of  the  Currency  discovered 
tbJ3  condition  of  affairs,  the  loans  to  all  officers  in  the  bank  were  taken  up  or  tranf- 
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f erred  to  other  banks  in  the  summer  of  1914.    Since  that  time  the  practice  has  not 
been  resumed,  and  it  ought  not  to  be  resumed  at  any  time  in  the  future. 

Right  here  I  think  I  should  call  your  attention,  gentlemen,  to 
the  fact  that  while  the  loans  of  the  nank's  officers  with  the  Ri^s 
Bank  were  taken  up  or  apparently  paid  at  the  Riggs  Bank,  they  were 
merely  transferred  from  the  Riggs  Bank  to  other  hanks  under  the 
supervision  of  the  Comptroller's  Office,  to  hanks  to  which  the  di- 
rectors in  the  Riggs  Bank  were  influential  factors,  and  to  two  local 
trust  companies.  So  that  during  these  examinations  I  think  that 
four  or  five  officers  were  found  to  be  borrowing  either  $700,000  or 
$750,000  from  these  other  banks  with  which  they  were  affiliated  and 
connected,  or  with  which  some  of  them  were  connected  as  directors 
or  otherwise,  and  the  two  local  trust  companies. 

The  Chairman.  Mr.  Williams,  you  remember  that  you  went  into 
that  in  extenso  yesterday. 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  Do  you  think  you  will  be  able  to  complete  by  12 
o'clock  what  vou  wish  to  state  to-day  ? 

Mr.  Williams.  I  will  try,  Mr.  Chairman. 

The  Chairman.  Yesterday  you  thought  you  could  complete  your 
statement  in  an  hour  and  a  half.  I  do  not  wish  to  limit  you  in  any 
wav  that  is  unreasonable. 

Sf  r.  Williams.  I  regret  very  much  that  I  have  to  tax  your  patience 
as  I  am  doing. 

The  Chairman.  You  will  bear  in  mind  that  this  is  all  to  be 
printed  in  the  record  and  that  record  is  to  go  to  each  Senator.  If 
you  undertake  to  repeat  each  day  what  you  said  the  preceding  day 
because  some  new  Senator  is  appearing  before  the  committee,  it 
will  be  your  fault,  and  not  the  fault  of  me  committee,  if  we  do  not 
complete  this  hearing. 

Mr.  Williams.  While  discussing  loans  to  officers  and  directors 
I  simply  want  to  call  your  attention  to  the  statements  in  connection 
with  those  dummv  loans  made  by  the  vice  president  of  the  bank 
when  he  was  under  examination  by  the  bank  examiner  and  was 
asked: 

Did  or  did  not  the  board  of  directors  know  the  true  borrower? 

To  which  he  replied : 

So  far  as  I  know  they  only  knew  the  name  of  the  person  who  gave  the  note. 

On  page  153  of  volume  2  of  correspondence,  which  has  already 
been  referred  to,  one  of  the  junior  officers  or  tellers  of  the  bank, 
Mr.  Nevius,  whose  name  had  been  used  in  connection  with  dummy 
loans,  stated  in  reply  to  a  question  from  the  examiner: 

We  have  had  these  records  of  loans  of  that  sort  carried  trom  one  book  to  another 
for  a  good  many  years.    I  have  been  here  17  years. 

Tne  bank  examiner  then  presently  asked  Mr.  Nevius: 

There  is  nothing  on  the  records  that  would  enable  you  to  state  positively?  They 
were  all  recorded  in  your  account  as  loans  to  you,  whether  the  proceeds  went  to 
somebody  else  or  not. 

To  which  Mr.  Nevius  replied: 
They  were. 


718  NOMINATION  OF  JOHN  SKELTON  WILLIAHS. 

Without  encumbering  the  record  at  this  point  I  would  refer  to 
the  list  presented  at  a  previous  hearing  of  the  loans  to  the  two 
vice  presidents  and  bookkeepers  and  tellers  and  34  other  o£5icerB  and 
employees  of  the  bank  on  May  22,  1906,  as  reported  by  National 
Bank  JSxaminer  Reeves,  such  loans  at  that  time  aggregating  over 
$350,000.     [Continuing  reading  from  comptroller's  decision:] 

BORROWINO   BY   OFFICERS   WHEN   RESERVES   WERE   DEFICIENT. 

The  records  of  the  bank  show  that  President  Glover  borrowed  frequently  from  the 
bank  when  the  bank  was  below  its  requirements,  or  during  the  30  days  precedinf? 
calls  for  report,  when  the  bank  reported  that  it  had  during  such  period  averaeed 
short  for  30  davs  in  the  le^l  reserve  required.  Banks  were  expressly  prohibited  by 
B3Ction  5191,  United  States  Revised  Statutes,  from  making  any  loans  when  there  wast 
deficiency  in  their  reserves.  The  records  show  that  between  August  4,  1906,  and 
March  4,  1914,  Mr.  Glover  borrowed  24  times  from  the  Riggs  National  Bank  on  days 
when  the  bank's  reserves  were  short;  or,  in  the  30-day  period  when  the  bank  had 
reported  averaging  short  in  reserves.    These  24  loans  a^egated  $412,^00. 

A  bank  when  short  in  its  reserves  usually  declines  to  lend  monej 
to  otKer  customers.  At  least,  that  is  expected  of  a  bank  when  it  is 
short  in  ordinary  times;  but  Mr.  Glover  could  get  money  from  the 
bank,  it  appears,  whenever  ho  wanted  to,  whether  it  was  short  or 
not  in  its  reserves,  as  shown  by  the  record.     [Continuing  reading:] 


During  the  same  period  and  under  the  same  circumstances  as  to  deficient 
Vice  President  Flather  borrowed  from  the  bank  over  $210,000  on  20  loans;  fonner 
Cashier  Flather  borrowed  from  the  bank  over  $50,000  on  six  loans;  and  Vice  Prcsaideiit 
Ailes  got  29  loans  from  the  bank  on  his  own  note,  or  jointly  with  others,  for  amounti 
agTTeirating  over  $200,000.  I  deem  it  my  duty  to  bring  out  the  foregoing  facts  in  order 
that  it  may  be  clear  that  this  office  does  not  approve  the  practices  to  which  I  have 
referred  and  to  enjoin  upon  the  directors  of  the  Kiggs  National  Bank  the* importance 
of  preventing  a  repetition  of  such  practices  in  the  future. 

This  office  has  no  desire  to  do  injustice  to  any  bank.  Its  single  aim  is  to  promote 
sound,  honorable,  and  safe  banking,  and  to  use  the  powers  which  the  law  has  conferred 
upon  it  for  the  protection  of  the  legitimate  banking  interest  of  the  country  and  for 
the  prevention  of  those  practices  which,  throughout  banking  history,  have  brou^t 
injury  and  disaster  to  innocent  depositors  and  to  the  business  communities  where 
bank' failures  have  occurred. 

No  national  bank  need  have  the  slightest  fear  of  any  conflict  or  trouble  with  the 
comptroller's  office  so  long  as  it  obeys  the  law  and  observes  the  rules  of  sound  and 
safe  banking;  but  no  national  bank,  however  big  or  little,  and  no  officer  or  stockholder, 
however  influential  or  important,  is  above  the  la<r.  Tlie  comptroller  must  enforce 
the  law  and  the  rules  and  regulations  of  the  comptroller's  office  impartially  and 
unswervingly,  whether  the  bank  be  big  or  little  and  whether  or  not  the  officers  and 
directors  be  important  and  influential. 

The  records  show  that  the  directors  of  the  Riirgs  National  Bank  have  not  always) 
been  as  observ'ant  of  their  duties  as  the  law  provides  and  their  oath  of  office  requires. 
They  have  not  always  sho^vn  themselves  sufficiently  familiar  with  the  transactions 
of  the  officers  of  the  bank.  If  the  directors  had  been  more  careful  in  discharging  their 
duties  many  of  the  practices  of  the  bank  which  have  aroiistMl  the  critisism  of  the 
comptroller's  office  could  not  have  occurred.  As  an  instance  of  the  negligence  to 
which  1  refer,  one  of  the  directors  of  the  bank  made  oath  for  five  succe^ive  years, 
from  1910  to  1914,  that  he  was  the  owner  in  good  faith  and  in  his  own  right  of  10  Glares 
of  the  stock  of  the  bank  standing  in  hLs  own  name  on  the  books  of  the  bank — 

I  think  in  referring  to  that  testimony  I  was  ovcrconscrvative  and 
referred  to  it  as  about  three  years,  but  the  evidence  shows  it  was 
for  five  successive  years. 

Tiie  Chairman.  Was  not  your  report  on  that  printed  in  the  record 
of  the  February  hearings  ? 

Mr.  Williams.  You  mean  of  the  decision '( 
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The  Chairman.  No.    That  is  your  report  you  are  reading  now  ? 

Mr.  Williams.  That  is  the  decision  on  the  renewal  of  the  Riggs 
Bank  charter. 

The  Chairman.  Whose  decision  ? 

Mr.  Williams.  The  decision  of  the  Comptroller  of  the  Currency. 

The  Chairman.  That  is  what  I  supposed. 

Mr.  Williams.  Yes. 

The  Chairman.  Did  not  that  go  into  the  record  in  February  1 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  So  you  see  the  committee 

Mr.  Williams.  It  has  not  been  introduced  in  the  present  hearings. 

The  Chairman.  Of  course,  you  understand  that  Uiis  is  all  one 
matter,  and  the  hearings  were  printed  in  Febniarf,  and  that  the 
committee  will  be  provided  with  copies  of  those  hearings. 

Mr.  Williams.  I  thought,  if  it  was  not  asking  too  much  of  the 
committee,  that  I  would  like  to  make  a  few  observations  on  the  de- 
cision as  I  went  along,  especially  in  view  of  the  fact  that  some  of 
the  statements  have  been  criticized  as  I  thought  unfairly  by  certain 
witnesses  who  appeared. 

Tne  Chairman.  Very  well. 

Mr.  Williams  (continuing  reading) : 

and  that  these  shares  had  not  been  hypothecated  or  in  an^  way  pledged  as  Eecurity 
for  any  loan  or  de^t;  and  yet  each  time  that  he  made  this  solemn  oa^  the  said  10 
shares  of  stock  were  pledged  for  a  loan,  and  continued  to  be  pledged  for  a  loan  dur- 
ing the  whole  of  said  five  yeJirs.  I  accepted  the  expUn..tion  of  this  director  that  he 
made  these  oaths  without  reading  them,  and  without  realizing  that  he  was  violating 
the  law,  but  it  is  evidence  of  the  serious  carelessness  of  which  I  speak. 

UNLAWFUL  STOCK  INVESTMENTS. 

As  far  back  as  1898  Comptroller  Dawes  wrote  you  as  follows: 

''The  bank  holds  a  large  amount  of  stocks  which  were  purchased  for  investment. 

"You  are  respectfully  advised  that  the  United  States  Supreme  Court  decided  dur- 
ing the  October,  1896,  term,  in  the  case  of  California  National  Bank  v.  Nat  Kennedy 
(107  U.  S.,  362),  that— 

'**The  power  to  purchase  or  deal  in  stock  of  another  corporation  ib  not  expressly 
conferred  upon  national  banks,  nor  is  it  an  act  which  may  be  exercised  as  incidenUl 
to  the  powers  expressly  conferred.  A  dealing  in  stocks  is  consequently  an  ultra  vires 
act.  and  being  such,  it  is  without  efficacy. 

"*A11  shares  of  stock  purchased  for  investment  now  owned  by  the  bank  are  held 
in  plain  violation  of  law,  and  must  be  disposed  of  without  further  delay. ' ' ' 

That  letter  was  written  to  the  bank  by  Comptroller  Dawes.  [Con- 
tinuing reading:] 

Since  that  date  and  until  very  recently  you  have  continued  to  be  a  holder  of  stocks 
in  violation  of  law.  May  1,  1902,  the  comptroller's  office  advised  you  of  a  decision 
of  the  Supreme  Court  which  declare  that  stocks  could  not  be  lawfully  held  as  invest- 
me  Its.  and  directed  that  the  stocks  held  by  you  should  be  disposed  of.  Similar 
letters  directing  the  sale  and  disposition  of  your  stock  investments  continued  to  be 
written  after  every  examination  up  to  June,  1906,  but  were  iar^ored.  You  then 
transferred  the  stocks  held  by  you  to  Joshua  Evans,  jr.,  then  a  clerk,  now  a  cj^hier 
in  the  bank,  who  gave  his  notes  representing  the  market  value  thereof,  and  the  stocks 
were  by  this  means  carried  in  loans  and  discounts  until  discovered  by  one  of  the  bank 
examiners,  whereupon  they  were  put  back  in  **stocks,  securities,  etc.,**  and  subse- 
auently  transferred  into  the  Glover  and  Flather  account,  where  they  remained  until 
nnally  disposed  of  a  few  months  ago,  or  until  after  the  filing  of  your  injunction  suit. 

I  call  your  attention  to  that  as  an  instance  of  the  disingenuous- 
ness  of  the  bank  in  replying  to  inquiries  from  the  comptrollers. 

14403G— 19 iO 
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They  advised  the  comptroller's  office  that  the  stock  had  been  dia- 

Eosed  of,  but  when  the  examiner  looked  into  it  he  found  that  ihey 
ad  not  disposed  of  it  but  carried  it  along,  and  it  was  subsequently 
transferred  oack  to  the  bank  and  later  on  concealed  in  the  Flather 
&  Flather  account.     [Continuing  reading:] 

FAILURE   TO   MAINTAIN    RESERVES. 

Through  a  period  of  years  the  bank  has  violated  section  5191  of  the  Revised  Statut€B 
of  the  United  States  requiring  national  hanks  in  reserve  cities  to  carry  a  reserve  of 
25  per  cent  of  their  deposits.  Out  of  64  sworn  statements  of  condition  rendered 
between  September,  1902,  and  March,  1915,  33— a  majority— show  that  the  bank 
was  short  v\  its  reserves,  either  in  the  cash  it  was  required  to  carr^  in  its  vault,  in  the 
amount  which  it  was  required  to  carry  with  reserve  agents,  or  m  its  total  reserves. 

Yet  the  bank  had  testified  that  it  was  rarely  if  ever  short  in  its 
reserves,  and  on  those  rare  occasions,  which  were  only  for  a  few 
days  at  a  time,  it  had  quickly  made  good.  That  is  in  the  previous 
record.     [Continuing  reading  :1 

•  These  shortage3  in  iuj  cash  reserve  averaged,  1910  to  1914,  more  than  $150,000, 
and  on  June  4,  1914,  amounted  to  $500,305. 

That  is  June,  1914,  at  the  time  these  investigations  hegan  or  when 
the  controversy  started. 

The  reports  also  show  that  there  was  throughout  the  same  period  an  average  short- 
age in  ^our  reserves  for  the  period  of  30  days  preceding  the  filing  of  each  report  of  titf 
condition  of  the  bank. 

The  failure  to  maintain  reserves  Ib  particularly  reprehensible  on  the  part  of  a  bank 
which  is  the  reserve  agent  for  other  banks.  A  greater  responsibility  rests  upon  bctu- 
pulous  maintenance  of  the  reserves  required  by  law. 

I  just  read  you  what  Mr.  Chief  Justice  McCoy  has  said  on  that 
subject,  that  tne  comptroller  would  have  been  remiss  to  have  per- 
mitted the  bank  to  continue  as  it  appeared  to  him  as  reserve  ag^t 
for  other  banks  under  those  conditions.     [Continuing  reading:] 

FAILURE   TO    FILE    DIVIDEND    REPORTS. 

You  have  also  been  negligent  in  filing  the  reports  required  bv  section  5212,  United* 
State?  Revii<ed  Statutes,  as  to  the  amounts  of  dividends  declared  and  the  amount 
of  net  eimin^a  in  exce3s  of  such  earnings,  while  from  September  11,  1905,  to  March  8. 
1915  (approxmiately  10  years),  you  have  been  from  14  to  54  days  late  in  filing  each 
report. 

Merely  a  chronic  disregard  of  the  important  or  unimportant  pro- 
visions of  the  law. 

This  is  indicative  of  the  careleganess  and  indifferent  attitude  of  the  bank  toward 
compliance  with  the  requirements  of  the  law. 

REAL  ESTATE   LOANS. 

The  practice  of  the  bank  in  dealing  in  real  estate  loans  and  lending  upon  ret! 
estate  or  reil  e3tate  securities  contrary  to  law  and  the  regulations  of  this  office  hw 
continued  throughout  its  entire  existence  until  recently,  and  against  frequent  admoni- 
tions of  former  Comptrollers  of  the  (Currency.  As  far  hack  as  September  14,  1899, 
Comptroller  Dawes  admonished  you  as  follows: 

'*Loani  secured  by  real  estate  mortj^ajres: 

"At  the  time  of  the  examination  the  bank  had  loans  secured  by  real  estate  amount* 
in**  to  S310,338.40,  while  in  your  sworn  report  of  condition  for  June  30,  1899,  no  amount 
apDoared  in  the  schedule  of  loan"  and  discounts  secured  by  real  estate  niorfeaKe& 
although  about  the  same  amount  was  then  held . 
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"It  appears  that  the  loans  are  made  through  the  firm  of  Glover,  Hyde  &  Johnston, 
which  is  comprised  of  younelf  and  the  two  vice  presidents  of  the  bank,  the  cash 
bein^  furnished  temporarily  by  the  bank,  and  that  the  notes  are  sold  to  customers  of 
the  bank  without  recourse  on  this  firm.  The  examiner  reports  that  at  least  $2,000,000 
of  this  paner  is  out-staniin?  and  its  coUe^^tion  and  management  is  under  the  8uper\'ision 
of  the  collection  department  of  the  bank.'' 

Mr.  Hogan  in  his  testimony  made  confused  and  misleading  state- 
ments in  regard  to  the  real  estate  operations  of  the  bank  which  I 
think  were  sufficiently  answered  and  cleared  up  by^Mr.  Jesse  Adkins, 
in  his  testimony,  and  I  will  not  detain  you  to  discuss  that  further  at 
this  time  unless  you  desire  it.     [Continuing  reading:] 

refusal  to  furnish  special  reports  and  denial  of  the  authority  of  the 

comptroller's  office. 

The  records  clearly  show  that  until  the  recent  decision  of  Mr.  Justice  McCoy,  to 
whi^h  I  have  referred,  you  refused  to  furnish,  and  denied  the  authority  of  the  comp- 
troller to  call  for,  the  information  and  special  reports  whir  h  it  was  esaential  that  you 
should  furnish  in  order  that  the  comptroller  mi^ht  have  full  knowledge  of  the  affairs 
of  the  bank.  I  resret  to  sav  that  many  of  such  reports  that  have  been  furnished, 
until  quite  recentlv,  have  been  evasive,  insuflficient,  inaccurate,  and  in«"omplete. 
It  is  a  serious  question  for  this  office  to  give  life  to  a  bank  or  association  which  defies 
the  comptroller's  authority  and  challenges  his  right  to  such  information  as  the  comp- 
troller deems  necessary  to  enable  him  to  properly  understand  the  condition  of  affairs 
of  the  bank  and  enforce  the  law. 

It  seems  to  me  those  statements  are  elementary  and  can  hardly  be 
disputed.  They  have  been  completely  sustained,  as  a  matter  of  fact, 
by  the  Supreme  Court  of  the  District. 

The  suit  brought  by  the  Riggs  Na^onal  Bank  against  the  Comptroller  of  the  Ciu:- 
rency  et  al,  in  the  Supreme  Court  of  the  District  of  Columbia,  to  which  I  have  alluded, 
grew  out  of  the  effort  of  the  comptroller's  oflBce  to  aecure  special  reports  and  complete 
information  as  to  the  affairs  of  the  bank.  Mr.  Justice  McCoy,  in  the  opinion  to  which 
I  have  referred,  savs  inter  alia  concerning:  th%  comptroller's  request  for  a  special  report, 
the  refusal  to  furnish  which  carried  the  imposition  of  the  $5,000  fine : 

** That  demand  was  two-fold: 

*' First,  for  information  in  regard  to  all  direct  loans  made  by  the  bank  to  certain  of 
its  men  officers;  and 

''Second,  for  information  in  regard  to  all  indirect  or  dummy  or  cdicealed  loans 
made  since  the  croranization  of  the  bank  for  the  benefit  indirectly  or  directly  of  those 
officers  or  anv  of  them,  iu'^ludin?;  all  loans  for  which  they  or  anv  of  them  had  indorsed 
or  for  whif  h  they  had  furnished  the  whole  or  any  part  of  the  collateral  by  which  loans 
to  any  of  them  were  secured,  and  for  other  information  as  shown  by  the  quotation  of 
said  paragraph  above. 

**In  the  view  which  the  court  takes  of  the  power  of  the  comptroller  these  demands 
were  entirely  within  his  powers." 

I  am  quoting  from  the  opinion  of  the  court.  [Continuing  read- 
ing:] 

The  decision  of  Mr.  Justice  McCoy  further  says: 

***  ♦  *  It  is  perfectlv  obvious  that  as  to  concealed  loans  made  for  the  benefit  of 
the  officers  of  the  bank  no  possible  limits  of  the  scope  of  an  inquiry  by  the  comptroller 
could  be  rea.sonably  suggested.    ♦    ♦    * 

"The  demanis  made  bv  the  comptroller  were  that  the  bank  make  certain  reports. 
If  the  demand  had  in'^luded  the  production  of  books  and  papers  of  the  plaintifjf,  the 
officers  of  the  bank  would  have  no  privilege  of  refusin*?  to  produce  them  because  the 
might  contain  matters  which  would  incriminate  the  officers  or  lead  to  punishment 
of  the  corporation.  (Hale  v.  Henkel,  201  U.  S.,  42;  Wilson  v.  United  States,  221 
U.  S.,  361.)  As  was  stated  in  the  latter  case,  the  State  has  visitorial  powers  over  cor- 
porations. The  fourth  amendment  of  the  Constitution  protects  a  corporation  against 
unreason ible  searrhes  and  seizures,  but  the  fifth  amendment  providing  against  com- 
pelling: a  perK>n  to  be  a  witness  against  himself  in  a  criminal  ca.se  does  not  prevent 
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the  oompulsorv  production  of  the  books  by  one  of  its  offirew,  so  here  the  bank  can  not 
excu*ie  the  failure  to  pive  a  report  simply  because  any  of  its  officerj  required  to  fumiflh 
it  raise  tlio  question  of  aelf-incriminjition." 

I  have  shown  you,  gentlemen,  how  in  the  course  of  the  examination 
of  those  officers  they  refused  to  answer  questions  on  the  ground  thai 
it  might  incriminate  them,  and  they  refused  imder  the  advice  of  Mr. 
Hogan.     [Continuing  reading:] 

It  was  aeain«:t  the  ^errise  of  tlie  very  powers  which  the  court  has  decided  that  the 
compi roller  pa<»osvses  that  the  Uiggs  National  Bank,  in  its  suit,  sought  to  obtain  an 
injunction. 

Obviously  it  would  be  rontrarv  to  the  purpose,  spirit,  and  letter  of  the  natloml 
bank  act  for  the  Comptroller  of  the  Curren'^v  to  jrive  corporate  life  to  an  association 
which  is  c'enjdnr  the  power  of  the  comptroller  and  challen^n^  the  \'ery  law  under 
whir  h  the  association  is  to  be  organized . 

Obedienre  to  law  on  the  part  of  a  national  bank  and  its  officers  is  an  easential  of  iti 
existence.  The  comptroller  has  no  authority  to  permit  violationi  of  the  nation^  bank 
act,  and  it  is  a  serious  question  as  to  whether  the  comptroller  should  extend  the  co^ 
porate  life  of  a  bank  whi(  h,  at  the  time  of  its  application,  is  challenTinn:  the  autlwrity 
of  the  comptroller's  ofiioe  un-ier  the  national  bank  act.  Charters  are  granted  to  banks 
upon  the  express  e  ondition  that  they  shall  obey  the  law  and  the  directcra  of  such  bankH 
are  requirecl  to  take  an  oath  that  they  will  obey  the  law.  It  is  the  duty  of  the  comp- 
troller to  Fee  that  the  law  is  obeyed  and  to  proceed  for  a  forfeiture  of  the  chu'ter  of  any 
bank  which  violates  the  law  and  refuses  to  respect  lawful  authority. 

The  Chairman.  Is  it  your  view  that  the  bank  had  no  right  to  chal- 
lenge your  interpretation  of  the  law  ? 

Mr.  Williams.  1  prefer  to  refer  you  to  the  decision  of  the  court 
defining  that  authority.  And  right  here,  gentlemen,  let  me  say  that 
when  Mr.  Untermyer  was  testifying  yesterday  some  question  was 
asked  as  to  wliat  authority  could  review  or  supervise  the  comptroller's 
action,  and  it  was  suggested  that  it  might  be  well  to  have  the  Federal 
Reserve  Board  have  some  supervisory  authority;  but  there  is  already 
in  existence  that  supervisory  alithority.  The  Comptroller  of  the 
Currency  reports  to  the  Secretary  of  the  Treasury,  who  can  review  his 
work  and  his  performance  of  his  duties.  There  already  rests  pre- 
cisely the  supervision  authority  which  it  was  stated  yesterday  it 
might  be  desirable  to  provide,  and  that  resides  in  the  Secretary  of  the 
Treasurv. 

The  Chairman.  Were  you  promoted  from  the  Treasury  Depart- 
ment to  the  office  of  comptroller  ? 

Mr.  Williams.  1  was  first  Assistant  Secretary  of  the  Treasury, 
and  I  became  Comptroller  of  the  Currency.  I  am  not  discussing  as 
to  which  position  carries  the  most  authority.  The  Bureau  of  the 
Comptroller  of  the  Currency,  as  a  matter  of  form,  comes  immediately 
under  the  Assistant  Secretary  of  the  Treasury  in  charge  of  fisci 
bureaus,  and  his  reports  reach  the  Secretary  of  the  Treasury  as  a 
rule  through  the  assistant  secretary.  Tne  Secretary  of  the  Treasury 
has  tlie  direct  and  controlling  supei vision  over  the  office  of  the 
Comptroller  of  the  Currency.     [Continuing  reading:] 

The  comptroller  might  be  considered  derelict  in  his  dut>',  therefore,  if  he  extended 
the  corporate  life  of  a  national  bank  in  the  face  of  a  challenge  by  the  bank  of  tltf 
very  law  from  which  it  is  to  derive  its  life,  and  when  the  comptroller  apprehendod 
that  he  would  1  e  forced  subsequently  t^  bring  an  action  for  forfeiture  of  tihe  chartar 
of  the  bank  1  ecause  of  its  refusal  to  obe}r  the  organic  law  of  its  beinf . 

In  view  of  tlie  record  of  the  Riggs  National  Bank  as  thus  shown,  tne  question  may 
well  be  asked,  Should  its  charter  bo  extended  if  the  present  otiicerB.  who  have  been 
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respoTiBihle  for  its  management  during  the  whole,  or  practically  the  whole,  of  the 
bank's  existence,  are  to  re  retained  in  it^  management?  If  the  practices  and  meth- 
ods of  these  off  cere,  which  have  heen  the  sub^'ect  of  criticism,  had  continued  down 
to  the  date  of  the  pending  application  for  extension  of  the  charter,  the  answer  would 
have  to  I  e  in  the  negative;  but  the  record  of  the  hank  shows  that  during  the  past  18 
months  the  practices  have  been  discontinued.  During  this  period  the  bank's  record 
as  to  ol  servance  of  the  national-bank  act  has  \  een  genemllv  satisfactory,  with  the 
exception  of  the  refusal  of  its  officers  to  furnish  the  comptroller  with  special  reports 
he  has  called  for  and  the  resistance  of  the  lank  to  the  lawful  authority  of  the  comp- 
troller. As  to  this  phase  of  the  matter,  the  recent  decision  of  Mr.  Justice  McCoy  m 
the  SupreTie  C  ^urt  of  the  District  of  C  jlumbia.  in  the  case  of  the  Riggs  National 
Bank  v.  the  Comptroller  of  the  Currency  et  al..  assists  in  a  solution. 

The  court  has,  in  the  decree  of  Mr.  Justice  McCov,  thoroughlv  vindicated  the 
authority  of  the  comptroller  under  the  national-lank  act.  upholding  the  conten- 
tions of  the  comptroller  in  every  particular,  except  as  to  the  fine  of  $5,000.  which 
the  court  held  the  comptroller  clearly  had  the  authority  to  impose,  but  declared 
thit  it  CDuld  not  be  collected  in  this  instance,  because  the  comptroller  had  demanded 
that  the  special  report  be  verified  by  the  signatures  of  the  '* president  and  cashier 
and  three  other  officers."  instead  of  by  the  signature  of  the  "president  or  cashier  and 
attested  by  at  least  three  directors,"  which  is  the  language  of  the  statute. 

In  every  other  respect  the  decision  of  Mr.  Chief  Justice  McCoy  was 
overwhelmingly  in  tne  comptroller's  favor! 

The  directors  of  the  bank  have  agreed  in  writing  to  accept  as  final  the  decision  of 
Mr.  Justice  McCoy,  as  shown  by  the  following  copy  of  a  stipulation  they  have  filed 
with  the  Comptroller  of  the  Currency: 

The  Riqgs  National  Bank  op  Washington,  D.  C, 

Washington,  D.  C,  June  21,  1916. 
The  Comptroller  of  the  Currency, 

Wanhington,  D.  C, 

Sir:  We  understand  that  in  addition  to  other  considerations  relating  to  past  man- 
agement and  omissions  to  comply  with  certain  requirements  of  tlie  law.  you  also  have 
doubts  as  to  the  propriety  of  granting  an  extension  of  the  charter  of  the  liiggs  National 
Bank,  because  of  the  Riegs  National  Bank's  resistance  of  the  authority  and  power 
asserted  bv  the  comptroller's  office,  culminating  in  the  suit  brought  by  the  Riggs 
National  Bank  r.  Comptroller  of  the  Currency  et  al.,  and  wliich  was  decided  by  Mr. 
Justice  McCoy  on  the  31st  of  May,  1916. 

The  court  sustains  the  right  of  the  comptroller  to  have  the  reports  and  information 
called  for,  and  the  right  to  impose  fines  in  accordance  with  the  provisions  of  the 
statute,  if  the  bank  should  refuse  them. 

In  order  that  the  question  as  to  Uie  powers  of  the  comptroller's  ofiice  heretofore 
raised  by  the  lank  may  not  lea  factor  in  your  decision  of  the  lank's  application 
for  the  extension  of  its  charter,  we  desire  to  ssure  you  that,  if  the  charter  of  the  bank 
is  extended,  the  ^'udgment  of  the  court,  including  the  upholding  of  the  authority 
of  the  comptroller's  office  and  his  powers  under  the  national-lank  act,  will  be  accepted] 
as  final. 

Respectfully, 

Charles  C.  Olover,  president;  Milton  K.  Ailes,  vice  president;  Wm.  J. 
Flather,  vice  president:  Joshua  Fvans,  ir..  cashier;  H.  V.  Evans, 
assistant  cashier;  Milton  E.  Ailes,  Wm.  J.  Flather,  Chas.  C.  Glover,  jr., 
James  M.  Johnston,  Thos.  Hyde,  L.  Kemp  Puval,  Chas.  C.  Glover, 
Rol  ert  C.  Wilkins.  E.  V.  Murphy.  Sterling  Ruffin,  Joseph  Paul,  H. 
Rozier  Pulany,  L.  F.  Jeffries.  Charles  I.  Corl  v,  Pirectors. 
With  this  suit  thus  disposed  of.  the  application  of  the  I  anlc  is  not  embarrassed  by 
an  attitude  of  resistance  to  or  ouestioning  of  the  law  and  the  authority  of  the  comp- 
troller.   1  he  next  question  is  the  future  management  of  the  I  ank.    1  here  are  xeveiv 
instances  where  my  predecessors  have  refused  to  extend  the  charters  of  national  banks 
because  of  the  unsatisfactorv  record  of  the  applicant  I  ank  and  the  conduct  of  its 
officers,  and  have  enforced  their  demand  for  a  change  of  officers  as  a  condition  of  the 
extension  of  the  charter.    In  this  case  it  has  teen  urged  upon  me  that  the  conduct 
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and  maiiagomeiu  of  the  bank  under  its  present  ofiicerB  for  the  past  18  moDthB  is  in 
earnest  that  it  will  I  e  managed  in  the  future  in  full  compliance  witJi  the  law.  What- 
ever doubts  the  comptroller  has  entertained  in  this  particular  have  been  sufficiently 
satisfied  l>y  a  written  pledge,  signed  by  all  the  directors  and  filed  with  the  Comptroller 
of  the  Currency,  that  the  bank *8  business  and  affairs  will  be  conducted  in  the  future 
in  scrupulous  compliance  with  the  law  and  all  lawful  rules,  regulations,  and  require- 
ments of  the  Comptroller  of  the  Currency.    The  following  is  a  copy  of  said  pledge: 

The  Riggs  National  Bank  op  Washington,  D.  C, 

Washington,  D.  C,  June  f  7,  1916. 
The  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  Wc.  the  undersigned  directors  of  the  Riggs  National  Bank,  hereby  solemnly 
and  severally  pledge  ourselves  to  give  special  attention  in  the  future  to  Uie  manner 
in  which  the  officers  of  the  Riggs  National  Bank  shall  carry  on  and  conduct  the  buri- 
ness  and  affairs  of  the  bank,  to  the  end  that  the  business  operations  and  affain  of  the 
bank  in  the  future  shall  be  conducted  in  strict  compliance  with  the  national  bank 
act  and  all  the  laws  of  the  United  States  and  in  conformity  with  the  lawful  rules, 
regulations,  and  requirements  of  the  Office  of  the  Comntroller  of  the  Currency,  and 
to  take  all  such  actions  as  shall  be  necessary  to  secure  that  end. 

The  charter  of  the  Riggs  National  Bank  expiree  by  limitation  on  the  26th  of  June, 
1016.  The  stockholders  of  said^ank,  including  the  undersigned  directoiB,  have 
made  application  according  to  law  to  the  Comptroller  of  the  Currency  for  an  eztensioii 
of  ite  charter  for  a  further  period  of  20  years. 

Because  of  the  controversies  and  issues  which  gave  rise  to  the  litigation  in  the 
equity  suit  above  referred  to,  and  in  order  to  remove  any  doubt  of  the  comptroller 
as  to  the  future  conduct  and  management  of  the  said  Riggs  National  Bank,  we  hereby 
give  him  this  express  and  written  assurance,  in  the  hope  that  his  doubts  may  be 
allayed,  and  that  the  said  application  for  an  extension  of  the  charter  of  the  ba:ik  for 
the  future  period  of  20  years  will  be  granted. 
Respectfully, 

Charles  I.  Corby,  Thos.  Hyde,  Milton  E.  Ailes,  James  M.  Johnston, 
L.  Kemp  Duval,  L.  E.  Jeffries,  E.  V.  Murphy,  Robert  C.  Willdns, 
VVm.  J.  Flather,  Joseph  Paul,  Chas.  C.  Glover,  jr.,  Chas.  C.  Glover, 
H.  Rozier  Dulany.  Sterling  Ruffin 

These  que.stions  being  satisfactorily  disposed  of,  there  is  but  one  other  to  be  con- 
sidered, and  that  is  the  solvency  and  financial  condition  of  the  bank. 

A  special  examination,  as  required  by  the  national  bank  act,  has  been  made  since 
the  filing  of  the  application  for  the  extension  of  the  charter,  and  the  report  of  the 
examiners  as  t^)  the  financial  condition  of  the  bank  is  found  to  be  satisfactory. 

Mr.  Chairman,  may  I  ask  whether  Mr.  McFadden  will  appear  be- 
fore the  committee  ? 

The  Chairman.  I  cau  not  answer  that  question.  All  I  can  say  is 
that  he  has  been  notified  that  we  expect  to  close  the  hearings  for  "the 
present  to-day. 

Mr.  Williams.  He  has  made  serious  charges  which  I  thought  he 
ought  to  bo  willing  to  attempt  to  corroborate,  or  to  withdraw. 

The  Chairman.  You  have  the  rio:ht  to  express  your  opinion. 

Senator  Walsh.  What  is  that,  Mr.  Chairman  ? 

The  Chaitiman.  I  say,  I  Uiink  Mr.  Williams  has  the  right  to  ex- 
press his  opinion. 

Senator  Walsh.  Some  one  made  charges  and  has  not  appeared 
before  the  committee? 

The  Chairman.  Mr.  McFadden  made  charges  in  the  public  prints. 

Senator  Walsh.  Of  course  the  coimnittee  will  not  consider  any 
charges  made  by  persons  who  have  not  appeared  before  us,  will  it, 
Mr.  Chairman? 
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The  Chairman.  I  do  not  think  it  is  necessary  to  discuss  that  ques- 
tion. Mr.  McFadden  is  a  Member  of  Congress.  He  has  made  certain 
statements  which  have  appeared  in  the  newspapers. 

Senator  Walsh.  He  has  not  made  them  here  in  this  room  ? 

The  Chairman.  Mr.  Williams  has  answered  those  statements. 

Senator  Walsh.  He  has  made  no  statement  in  this  room? 

The  Chairman.  Mr.  McFadden  has  been  invited  to  the  hearings 
of  the  committee,  but  has  not  made  any  statement. 

Senator  Walsh.  There  ought  not  to  be  any  doubt,  Mr.  Chairman, 
of  the  fact  that  this  committee  does  not  intend  to  consider  charges 
made  in  the  House  or  upon  the  street  or  in  newspaper  offices  imless 
the  persons  appear  here  in  person. 

The  Chairman.  Oh,  certainly;  there  is  no  doubt  about  that. 

Senator  Walsh.  So  he  will  not  need  to  answer  any  of  those 
charges. 

The  Chairman.  Notwithstanding  that  fart,  Mr.  Williams  has 
answered  those  charges. 

Senator  Walsh.  But  the  point  I  want  to  assure  him  of  is  that  we 
will  not  consider  any  charges  made  elsewhere  than  in  this  room. 

The  Chairman.  You  are  entirely  right  about  that.  It  is  not 
necessary  to  discuss  it.  This  point  has  been  brought  up  several  times 
before.  I  think  it  is  pretty  generally  understood.  It  is  hardly 
necessarv  to  revive  it  now. 

Mr.  Williams.  1  thought  it  necessary  to  make  some  reference 
while  Senator  Penrose  was  present,  as  he  was  about  to  leave,  in  view 
of  the  fact  that  Mr.  McFadden,  when  he  was  called  upon  by  the 
chairman  to  come  to  the  hearing,  asked  to  be  excused  and  said  he 
desired  to  come  some  other  time.  1  have  several  times  requested  the 
chairman  to  summon  Mr.  McFadden  to  come  and  make  any  charges 
or  complaints  that  he  desires  to  make  or  was  prepared  to  make,  and 
before  the  committee  adjourned  I  wanted  to  have  it  understood  how 
that  matter  stood. 

Senator  Walsh.  You  have  done  your  part  to  bring  him  forward. 
1  do  not  think  you  need  to  explain. 

Mr.  Williams  (continuing  reading  from  comptroller's  decision) : 

In  view,  therefore,  of  the  solemn  pledge  given  by  the  directors  of  the  bank  that 
they  will  give  special  attention  in  the  future  to  the  manner  in  which  the  officers 
and  employees  of  the  Riggs  National  Bank  shall  carry  on  and  conduct  the  business 
and  affairs  of  the  bank,  to  the  end  that  the  business  operations  and  affairs  of  the  bank 
in  the  future  shall  be  conducted  in  strict  compliance  with  the  national  bank  act 
and  all  the  laws  of  the  United  States,  and  in  conformity  with  the  lawful  rules,  regu- 
lations, and  requirements  of  the  office  of  the  Comptroller  of  the  Chirrencv,  and  to  take 
all  such  action  as  shall  be  necessary  to  secure  that  end,  and  in  view  of  the  fact  that 
the  bank  is  solvent,  and  when  properly  conducted  will  serve  a  useful  purpose  in  the 
community,  and  that  a  refusal  to  approve  your  application  for  an  amendment  to  your 
charter  extending  your  period  of  succession  mignt  work  injustice  to  innocent  stock- 
holders, many  of  whom  may  have  no  potential  influence  or  voice  in  the  selection 
of  the  directors  of  the  bank  or  its  officers  since  they  may  be  in  a  minority,  I  have 
concluded  to  issue  a  certificate  of  approval  of  your  application  for  an  extension  of 
your  charter,  with  the  expectation  that  the  officers  and  directors  of  the  Riggs  National 
Bank,  profiting  by  the  experience  of  the  past  and  the  decision  of  the  court  in  the 
litigation  to  which  I  have  referred,  will  scrupulously  conform  to  the  provisions  of  the 
national  bank  act  and  the  rules,  regulations,  and  requirements  of  tne  comptroller's 
office  in  the  future.  By  doing  this  and  confining  itself  to  the  Intimate  businera  of 
banking  the  Riggs  National  Bank  can  serve  this  community  usefully  and  honora>»ly. 
So  long  as  it  does  this  it  will  have  the  support  and  approval  of  the  duly  constituted 
authorities  of  the  Government. 

Respectfully,  Jno.  Skelton  Williams, 

ComplToUer  oj  \>ve  0\x.TT«tvc>i , 
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Gentlemen,  as  I  pointed  out  to  you  in  the  previous  hearing,  the 
benefits  which  the  oank  has  derived  and  is  deriving  from  its  com- 
pliance  with  the  law  and  from  the  stoppage  of  those  dangerous, 
irregular,  and  unlawful  operations  and  methods  which  have  been  so 
long  prevalent,  have  become  increasingly  apparent. 

I  call  vour  attention  to  the  fact  that  the  total  deposits  of  the  Riggs 
National  Bank  on  June  9,  1904,  10  years  before  this  controversy 
began,  were  $8,726,000.  In  Juno,  1914,  at  the  boiginning  of  this 
controversy,  its  deposits  were  only  $9,978,000.  It  hadincreased  in  10 
years  but  little  more  than  10  per  cent  during  those  10  years  and  while 
the  oner^os  and  activities  of  the  principal  officers  were  being  directed 
toward  tncir  real  estate  and  stock  market  operations. 

In  the  past  five  years,  since  the  ComptroUor  of  the  Currency  began 
this  investigation  and  required  these  irregular  and  unlawful  prac* 
tices  to  cease,  the  deposits  have  gro^^Ti  from  $9,978,000,  as  stated, 
on  June  30,  1914,  to  $23,487,000  on  June  30,  1919.  In  other  words, 
they  have  more  than  doubled  in  five  years. 

I  do  not  ascribe  that  great  increase  entirely  to  the  cause  that  I  have 
sufi^gosted,  but  I  do  think  that  it  was  a  potential  factor  in  increasing 
puDlic  confidence  in  the  bank  and  in  aiding  and  assisting  in  its  pros- 
perity. 

I  also  call  attention  to  the  fact  that  the  total  resom'ces  of  the 
bank  on  June  9,  1904,  were  $12,699,000;  that  after  10  years  of  opera- 
tions, on  June  30,  1914,  the  resources  wore  only  $15,066,000;  an  in- 
crease of  about  20  per  cent  in  10  years.  But  in  the  past  five  years, 
following  the  purification  of  the  bank  and  the  cutting  out  and  doins 
away  ^^ith  the  irregular  and  unla\\'ful  practices  which  bad  possessed 
it  for  so  many  years,  dining  these  past  five  years  that  the  officers 
have  been  able  to  give  their  more  undivided  attention  to  the  bank's 
interest  as  a  bank,  the  resources  have  increased  from  $15,066,000  in 
June,  1914,  at  the  time  of  this  controversy,  to  more  than  $28,000,000 
in  June,  1919. 

The  Chairman.  That  is  rather  an  exceptional  record;  or  does  it 
compare  with  the  increases  in  other  national  banks  1 

Mr.  Williams.  I  should  be  very  glad  to  have  the  national  banks 
of  the  whole  country  compared  for  that  same  period. 

The  Chairman.  Oh,  no;  if  you  do  not  know,  Mr.  Williams,  I  do 
not  want  you  to  go  that  trouble.  I  did  not  know  but  what  you 
might  give  us  an  idea. 

Mr.  Williams.  I  think  that  the  change  has  been  more  marked 
than  ^"ith  the  banks  generally  as  compared  with  the  10-year  period, 
1904  to  1914,  and  the  five-year  period,  1914  to  1919. 

Senator  Walsh.  Of  course,  the  last  five  years  have  been  exceptional 
in  the  banking  business. 

Mr.  Williams.  Yes;  for  the  whole  country.  But  the  point  is  that 
if  it  had  not  been  for  the  fact  that  the  bank  had  been  practicaDy 
stationary  during  those  previous  10  years  when  the  other  oanks  hail 
been  growing — other  banks  whoso  officers  had  been  devoting  thrm- 
selvrs  to  the  functions  of  banking — the  figijxs  would  not  have  been 
so  significant.  But  the  comparson  is  principally  with  the  period 
of  comparative  stagnation  or  slow  growth  during  1904  to  1914,  while 
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the  bank  was  conducting  its  "bus'nf  ss  in  th's  irregular  way,  and  the 
growth  which  has  taken  place  snce  these  objectionable  practices  and 
unlawful  operations  were  done  away  wjth. 

Mr.  Chairman,  there  is  one  point  that  I  would  like  to  refer  to 
before  I  sit  do^^Ti. 

Mr.  Untormyer  in  h's  testimony  yesterday  gave  me  credit  for  the 
rule  requiring  national  banks  to  pay  interest  on  Government  de- 
posts.  I  want  to  say  that  Secretary  McAdoo,  the  Secretary  of  the 
Treas^iry,  is  entitled  to  that  credit. 

I  also  wish  to  call  your  attention  to  the  fact  that  the  digest  of  the 
decision  of  the  Supreme  Court  of  the  District,  which  has  been  re- 
ferred to  several  times  in  these  hearings  and  which  was  referred  to 
as  having  been  prepared  by  me  or  my  office,  was  not  prepared  by  me. 
I  had  nothing  whatever  to  do  with  it.  It  was  a  digf  st  prepared  by 
the  Department  of  Justice  of  the  decs'on  which  had  just  been  ren- 
dered by  the  Suoreme  Coxu^t  of  the  District. 

I  wish  to  read  into  the  record,  Mr.  Chairman — I  will  not  detain 
you  with  it,  but  if  you  will  permit  me  to  have  the  letter  introduced 

1  would  like  to  introduce  the  letter  from  the  Comr^troUer  of  the 
Currency  to  C.  C.  Glover,  president  of  the  Rigj;s  National  Bank, 
dated  January  12,  1915,  foimd  on  pages  HI,  112,  and  113  of  volxmie 

2  of  the  correspondence. 

The  Chairman.  That  may  be  done. 
(The  letter  referred  to  is  as  foUo^-s:) 

Treapurt  Department, 
Comptroller  op  the  ("urrenct, 

Washington.  January  li,  1915, 
Mr.  0.  C.  Glover, 

President  of  the  Rigga  National  Bank, 

Washington^  D.  C. 

Sir:  The  national-bank  examiDer  haa  broucrht  to  my  attention  the  stenographic 
report  of  hiH  continued  examination,  under  oath,  on  yesterday,  of  yourself  and  cer- 
tain other  officers  of  the  Ri^gs  National  Bank. 

Early  in  yest^Hay's  examination  the  bank  examiner  made  this  statement;  as  shown 
in  the  stenographic  report: 

**  I  understand,  for  instance,  in  the  cose  of  Mr  Ailes  and  Mr.  Glover  that  they  both 
have  been  put  under  oath  in  the  course  of  this  examination,  and  any  remarks  they 
make  are  under  the  same  examination,  under  the  same  oath.'' 

The  examination  was  then  continued  with  this  understanding. 

During  the  examination  officers  of  your  bunk  were  examined  as  to  the  commission 
business  which  the  bank  or  its  officers  had  been  conducting  in  one  way  or  another 
since  the  organization  of  the  bank  in  July,  189G. 

I  do  not  care  at  this  time  to  go  into  other  developments  Of  this  examination;  they 
can  be  dealt  with  later.  But  the  statement  which  you  made  in  closing  is  so  extra- 
ordinary and  so  untrue  that  I  desire  to  give  you  the  opportunity  at  once  of  attenrpt- 
ing  to  explain  it.  The  stenographic  report  shows  this  closing  statement  of  yours — 
under  oath — to  have  been  as  follows: 

''This  commisKion  business  could  have  been  stopped  ^eighteen  and  a  half  years  ago, 
but  we  never  had  from  any  examiner,  or  Secretary  of  the  Treasury,  or  Assistant  Sec- 
retary, or  any  comptroller,  or  deputy  comptroller,  a  request  to  this  bank  to  stop  any 
part  of  the  business  that  we  have  been  transacting." 

That  statement  is  squarely  contradicted  by  facts,  and  is  absolutely  untrue;  and 
evidence  in  the  possession  of  this  office  shows  that  you  must  have  known  that  it  was 
untrue. 

The  period  which  you  speak  of— eighteen  and  one-half  years — goo?  back  to  July, 
1896,  the  time  at  which  the  business  of  the  Rigss  National  Bank  was  begun.  Your 
statement  is  that  the  commission  businees  could  have  been  stopped  eighteen  and  a 


728  NOMINATION  OF  JOHN  SKELTON  WILLIAMS. 

half  years  ago,  at  the  ver^r  time  it  was  bf  gun.  but  vou  then  proceed  to  give,  apparently 
as  a  reason  why  the  busincFS  was  not  stopped.,  t'his  statement: 

"But  we  never" — this  expreeeion  "never"  necessarily  covers  the  IR-year  period— 
"had  from  any  examiner,  or  Secretary  of  the  Treasury,  or  AssistuDt  Secretary,  or  any 
comptroller  or  deputy  comptroller,  a  re<iue6t  to  this  bank  to  stop  any  put  of  m 
business  that  we  have  been  transacting. 

You  have  been  traneacting,  among  otbor  things,  the  business  of  purchasing  and 
selling  stocks,  bonds,  etc.,  on  commission.  You  had  also  been  collecting,  as  the  boolu 
of  the  bank  show,  commissions  on  real  elate  loans  negotiated. 

Now  as  to  whether  you  were  ever  requested  to  stop  "any  part  of  tlie  buaineB" 
that  you  had  been  transacting: 

As  far  back  as  October  22,  1904 — 10  years  and  2  months  ago — the  Deputy  and  Act- 
ine:  Comptroller  of  the  Currency.  Mr.  *T.  P.  Kane,  wrote  you  and  saia: 

^  As  heretofore  ad\ised,  the  bank  exceeds  its  corporate  powers  in  the  purchase  and 
sale  of  stocks,  bonds,  etc.,  on  commission.  This  business  is  evidenced  by  the  char* 
acter  of  cash  items,  and  the  books  of  the  bank,  which  show  commissions  on  sales  and 
purchases  of  stocks  and  bonds,  us  well  as  on  real  estate  loans  ne^tiated.  It  is  ultra 
vires  of  a  national  bank  to  traffic  in  stocks  and  bonds  by  buying  and  selling  such 
securities  on  commission." 

That  was  a  clear  and  unmistakable  warning  to  you  that  the  business  should  be 
stopped,  and  is  a  convincing  disproof  of  your  statement. 

But  this  is  not  all.  Six  months  prior,  on  April  29,  lii04,  the  Comptroller  of  the  Cur- 
rency had  written  to  "C.  C.  Glover,  president  of  the  Higgs  National  Bank."  a  letter 
in  wnich  he  said  in  unmistakable  terms: 

"The  examiner  also  reports  the  purchase  and  sale  of  stocks,  bonds,  etc.,  on  com- 
mission. As  heretofore  ad^'sed,  it  is  ultra  \dres  of  a  national  bank  to  engage  in  this 
business,  and  this  practice  should  also  be  discontinued." 

Here  is  another  notification  that  the  business  was  unlawful,  and  direct  instruc- 
tions to  discontinue  it. 

This  statement  also  shows  that  you  had  been  previously  warned,  and  that  you  had 
disregarded  the  warnings. 

You  can  not  claim  that  you  were  ignorant  of  the  instructions  which  were  given  to 
you  on  October  22,  1904,  for  this  office  holds  an  acknowledgemnt,  over  your  own  sig- 
nature, of  the  receipt  of  the  instructions. 

Nor  can  you  claim  that  the  instructions  and  warning  contained  in  the  comptrolkr*! 
letter  of  April  29  1904,  failed  to  reach  you,  for  this  office  likewise  holds  an  acknowledg- 
ment, over  your  own  sij^natiu-o.  of  the  receipt  of  that  letter  also. 

Further  CNidence  of  the  falsity  of  your  cloeinj;  statement  at  yesterday's  examina- 
tion could  be  furnished  if  desiraole,  but  the  letters  quoted  above  are  concluidve,  and 
will  suffice.    Why  you  should  have  attempted  to  spread  upon  the  record  a  statement 
so  flaringly  untrue  and  misleading,  I  find  it  hard  to  comprehend. 
Respectfully, 

.John  Skelton'  Williams, 
Comptroller  of  the  Ctarencp, 

Mr.  Williams.  I  should  also  like  to  introduce  a  letter  from  Presi- 
dent C.  C.  Glover,  of  the  Riggs  National  Bank,  addressed  to  the 
Comptroller  of  the  Currencv,  dated  Jamiarv  14,  1915,  found  on  pages 
114,  115,  and  116.  / 

(The  letter  referred  to  is  here  print<*d  in  full,  as  follows:) 

The  RiGC.a  National  Bank  of  WASTnNOTONjD.  0.. 

Washingtoyi,  /).  C,  January  J 4,  1915. 
Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  I  have  received  your  letter  of  the  12th  instant;  and  although  ita  language  is 
such  as  no  Comptroller  of  the  Currency  ought  to  employ  toward  an  officer  of  any  bank 
under  his  jurisdiction.  I  am  answering  it  nevertheless,  because  I  desire  this  refuta- 
tion of  your  charge  made  a  part  of  the  files  cf  your  office. 

The  statement  which  you  excerpt  from  the  stenographic  report  of  the  examiner's 
hearing  was  not  a  part  of  the  examination  and  was  made  after  tne  same  had  been  con- 
cluded, but  it  is  substantially  correct,  and  when  read  in  connection  with  all  of  the 
testimony  taken  by  the  examiner,  can  not  be  successfully  contradict^ed. 
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It  18  entirely  true  that  a  (Comptroller  of  the  Currency  and  a  Deputy  Comptroller  of 
the  Currency,  prior  to  1905,  understanding  from  the  examiner's  jeports  that  the  Higgs 
National  Bank  nad  itself  engaged  in  the  business  of  bu>'irg  and  selling  stocks  and  bonds 
on  commission,  critfeized  that  practice  and  ordered  that  it  should  be  discontinued 
It  is  likewise  true,  however,  that  when  it  was  afterwards  fully  explained  that  the  bank 
did  not  itself  piu-chase  or  sell  stocjp  or  bonds  on  commission,  and  that  all  such  purchases 
or  sales  were  conducted  by  the  officers  of  the  bank  as  individuals,  though  tne  profits 
thus  earned  by  these  indi\ddual8  were,  for  reasons  which  they  deemed  sufficient, 
given  to  the  bank,  the  explanation  was  accepted  as  satisfactory,  and  not  since  October 
24, 1€0  4,  has  this  bank  received  any  word  of  criticism  on  that  account  until  it  was  called 
in  question  by  you  during  the  past  year. 

You  say  that  your  office  holds  an  acknowledgment  over  my  signature  of  the  receipt 
of  a  letter  written  by  the  deputy  comptroller  to  this  bank  on  Octooer  22, 1904,  advising 
that  the  purchase  or  sale  of  stocks  and  bonds  on  commissions  was  ultra  vires,  and  you 
describe  that  letter  as  "a  clear  and  unmistakable  warning"  that  "the  business  should 
be  stopped . "  I  had  not  overlooked  the  letter  of  the  Deputy  Comptroller  of  the  Currency 
to  which  you  thus  refer,  nor  the  answer  which  I  made  to  it.  My  letter  of  October  24, 
in  reply  to  the  deputy  comptroller's  letter  of  October  22,  was  incorporated  into  the  ex- 
aminer's stenographic  record  while  I  was  on  the  witness  stand,  ana  plainly,  therefore, 
I  can  not  be  fairly  imderstood  as  meaning  to  say  that  there  had  never  been  any  warning 
from  the  comptroller's  office  on  account  of  that  business. 

If,  however,  you  will  examine  my  letter  of  October  24,  which  you  characterize 
as  an  acknowledgment,  you  will  find  that  it  is  more  than  an  acknowledgment.  It 
was  an  answer  to  his  criticism  on  this  very  point,  and  an  explanation  of  the  fact  that  the 
officers  of  the  bank,  as  indi\'iduals,  and  not  the  bank  itself,  purchased  and  sold  stocks 
and  bonds  on  commission.  The  complaints  of  the  comptroller's  office  were  based  on  a 
misapprehension,  and  when  that  misapprehension  was  removed  by  a  full  explanation 
that  tne  business  thus  criticized  was  not  conducted  by  the  bank,  but  by  the  officers 
as  individuals,  no  request  was  made  that  the  business  as  thus  conducted  by  the  officers 
as  individuals  should  be  stopped. 
Respectfully, 

Chas.  C.  Glover,  President. 

Mr.  Williams.  I  should  like  to  have  the  committee  compare  the 
statements  made  by  President  Glover  in  that  letter  of  January  14, 
1915,  \\dth  the  statements  which  Mr.  Glover  and  the  Messrs.  Mather 
made  to  National  Bank  Examiner  Trimble,  as  set  forth  in  National 
Bank  Examiner  Trimble's  letter  to  the  comptroller  dated  May  28, 
1914. 

The  Chairman.  Any  other  matter  that  you  desire  to  have  put  into 
the  record,  Mr.  Williams,  may  be  so  put  in  this  afternoon.  There 
may  something  come  up. 

Senator  Walsh.  You  can  write  to  the  chairman. 

The  Chairman.  If  it  does  not  happen  to  be  in  your  mind  now. 

Mr.  Williams.  Very  good. 

Mr.  Chairman,  before  we  adjourn  may  I  inquire  whether  there  are 
at  this  time  any  charges  or  complaints  in  regard  to  the  Comptroller 
of  the  Currency  or  the  administration  of  his  office  before  you  which 
have  not  been  replied  to  by  me  ? 

The  Chairman.  I  know  of  nothing  other  than  what  has  been 
brought  into  these  hearings. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  with  vour  permis- 
sion I  will  stop  at  his  time.  I  think  it  is  already  agreed  that  we  can 
introduce  the  correspondence  with  the  Riggs  Bank  prior  to  my  in- 
cumbency of  the  office  of  the  Comptroller  of  the  Currency,  and  their 
replies,  and  with  your  permission  1  would  suggest  that  1  be  author- 
ized to  do  this:  That  instead  of  listing  the  names  of  the  borrowers 
of  those  excessive  loans,  of  which  there  were  many — the  letters,  of 
course,  give  the  names  of  the  borrowers — it  might  be  a  consideration 
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to  tho  borrowers  or  to  the  bank  to  number  those  letters,  say  1,  2,  and 
3,  do^Mi,  beginning  with  tho  lirst  excessive  loan,  and  then  where  a 
particular  loan  has  continued  for  a  period  of  years  to  number  the 
second  time  it  has  boon  called  attention  *^l-4''  or  *'l-o,"  **l-6," 
or  **2''  or  **3" — something  to  identify  thepi  in  that  way. 

The  Chuhman.  That  is  a  good  suggestion,  Mr.  Williams. 

(By  direction  of  tho  chairman  certain  letters  and  articles  are  here 
printed  in  full,  as  follows:) 

Treasury  Department, 
Office  of  Comptroller  op  the  Currency, 

Washington,  July  t9,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee^ 

United  States  Senate. 

Dear  Sir:  At  to-day*s  hearing  before  your  committee  I  directed  your  attention  to 
the  fact  that  in  the  10  years'  period  preceding  the  beginning  of  my  investigation 
(begun  May,  1914)  of  the  Rigga  National  Bank,  its  condition,  methodp,  and  practices, 
the  bank,  despite  the  unusual  fa>or8  which  it  had  received  from  the  Go>emmcnt, 
had  ^hown  but  little  or  no  growth  in  the  matter  of  deposits  and  resources,  whereas  in 
the  past  five  yean*,  from  June.  1914,  to  June,  1919,  following  its  discontinuance  of  the 
irregular,  unlawful,  and  dangerous  practices  preWously  in  vogue,  it  has  shown  a  con- 
epicuous  and  healthy  growth. 

I  stated  to  your  committee  thot  in  my  judgment  the  bank's  slow  growth  prior  to 
1914  was  due  largely  to  the  fnct  that  the  energies  and  acti\dties  of  the  bank^s  offccrs, 
President  Glo\er  and  Vice  Presidents  Ailes  and  Flather  and  Cashier  H.  H.  Flather, 
and  of  other  officers  and  employees,  were  being  devoted  to  their  broker? f»e  and  spem- 
lati^  e  acti\ities  and  interests,  while  the  banlung  features  of  the  institution  had  been 
neglected  or  sacrificed. 

I  also  suggested  that  the  bank's  growth  for  the  past  fi^e  years  was  due  in  large  pert 
to  the  fact  that  the  bank  had  ceate<l  its  irregular  and  unlawful  practices  and  that  the 
time  and  energies  of  its  ofiicers  were  being  more  properly  de\oted  to  the  real  interebts 
of  the  bank. 

You  asked  me  whether  it  was  not  true  that  all  the  banks  of  the  United  States  hs\9 
abo  feliown  a  "n  er>'  much  greater  growth  during  the  past  5  years  than  in  the  preceding 
10  years.  I  promised  to  gi-ve  you  the  actual  figures  on  this  point,  which  I  now  have 
the  pleasure  of  submitting  herewith 

The  records  show  that  during  the  period  from  June,  1904,  to  June,  1914,  the  resourcff 
of  all  the  national  banks  of  the  United  States  increased  from  $6,055,989,000  to  111,- 
482,192,000,  or  72.51  T)er  cent. 

In  the  same  period  the  resources  of  the  Higgs  National  Bank  only  increased  fron 
$12,099,000  to  $15,066,000,  an  increase  of  only  18.64  per  cent. 

The  Riggpi  National  Bank  was  required  in  the  summer  of  1914  to  cease  thoee  irreguhr 
and  unlawful  operations  and  its  officers  were  required  to  devote  their  time  to  the  legiti* 
mate  op>erations  of  national  banks. 

In  the  period  from  June  30,  1914,  to  Mav  12,  1919,  the  resources  of  all  tho  national 
banks  ol  the  United  States  increased  from  $11,482,191,000  to  $20,824,991,000,  or 
81.37  per  cent. 

In  the  same  period  the  resources  of  the  Riggs  National  Bank,  under  improved 
conditions  of  management  with  its  unlawful  operations  abated,  increased  fn)m  $15,- 
067,000  to  $27,616,000— an  increase  of  83.29  per  cent. 

In  other  words*  durirg  the  10  years  from  1904  to  1914,  while  the  bank  was  operating 
in  violation  of  law  and  in  disregard  of  tho  requirementsof  the  comptroller's  otlrce,  the 
percentage  of  increase  shown  by  the  Riggs  National  Bank  was  only  about  one-fourth 
of  the  increase  shown  by  ail  the  national  banks  of  the  United  States  for  the  same  period. 

For  the  5- year  period  from  June,  1914,  to  May,  1919.  the  percentage  of  increase  in 
resources  shown  by  the  R  gg^  National  Bank  was  83.29  per  cent,  as  compared  with  an 
increase  of  81.37  per  cent  for  all  national  banks  for  the  same  period, 

Is  not  this  comparison  a  rather  decisive  refutation  of  the  unfair  and  malicious  chaige 
made  by  Mr.  Hogan  that  the  efforts  of  the  comptroller's  office  were  calculated  or  in- 
ten<led  to  injure  or  ruin  the  bank? 

If  the  unlawful  and  pernicious  practices  which  were  in  vogue  prior  to  the  outbreak 
of  the  European  war  had  not  been  arrested  and  controlled  it  is  easy  to  imagine  what 
the  evil  consequences  might  have  been  to  this  bank  in  the  trying  period  which  fol- 
lowed. 
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Diirino:  the  hearinj^s,  Mr.  Chainnan,  you  olso  raised  the  question  as  to  whether  the 
State  banks  of  the  country  were  not  makinfa:  quite  as  favorable  a  showing  as  the  na- 
tional banks.  In  reply  to  your  query,  I  take  the  liberty  of  quotimr  from  pages  11  and 
12,  volume  I,  of  the  report  of  the  Comptroller  of  the  Currency  for  1918: 

"The  following?  statement  shows  the  pfrowth  in  resources  of  all  State  banks,  savings 
banks,  private  banks,  and  loan  and  trust  companies  as  of  June,  1913,  as  compared 
with  June,  1918,  toofether  with  a  further  comparison  of  national  banks  at  the  time  of 
the  June,  1913,  call  and  the  call  of  June  20,  1918: 


June,  1913. 

June,  1918. 

Increase. 

Ppr  cent. 

State  banirs,  savings  banks,  trust  com- 
Donies.  ct<: 

$14,675,243,842 
11,036,000,000 

$22,371,496,514 
17,839,502,000 

$7,09A,2S2,fi72 
6,  £03, 502, 000 

52.4 

National  ban ks 

61.  tf 

"On  June  4,  1913,  the  resources  of  the  national  banks  were  $11,036,000,000;  on  No- 
vember 1,  1918,  their  resoirces  were  $19,821,000,000,  an  increase  in  less  than  five  and 
one-half  ^ears  of  $3,785,000,000,  or  79.6  per  cent. 

*'The  increase  in  the  reso'irces  of  the  State  banks,  savings  banks,  trust  companies, 
etc.,  for  the  five-year  period  between  June,  1913,  and  1918  as  shown  above,  was  52.4 
per  cent,  the  increase  in  the  resources  of  national  banks  from  June,  1913,  to  June, 
1918,  amounted  to  61.6  per  cent. 

"These  figures  show  tnat  the  growth  of  the  banks  under  national  sujiervision,  during 
the  past  five  years,  has  been  distinctly  greater  than  the  increase  shown  by  the  State 
banking  institutions. 

"In  the  five  years  1914  to  1918,  both  inclusive,  the  records  show  314  failures  of 
State  banks,  sa\'ings  banks,  private  banks,  and  loan  and  trust  companies.  There 
were  56  national  bank  failures  during  the  same  period.  For  the  12  months'  period 
ending  October  31,  1918,  failures  among  the  State  banking  institutions  were  32  in 
17  States.  During  the  same  period  there  were  only  two  national  bank  failures,  in 
two  States." 

I  a^  ti^e  the  liberty  of  quoting  the  following  statement  from  page  4  of  the  same 
report  of  the  comptroller: 

The  resources  of  the  national  banks  now  exceed  by  more  than  a  billion  dollars 
the  combined  resources  of  all  the  State  banks,  savimrs  bajiks,  private  banks,  and  trust 
companies  of  the  country  as  late  as  June,  1916,  and  are  within  one  billion  dollars  of 
the  combined  resources  of  all  other  banks  and  trust  companies,  as  shown  by  their 
reports  of  June,  1917. 

The  resources  of  the  national  banks  of  the  United  States  at  this  time  exceed  the 
aggregate  resources  of  the  national  banks  of  issue  of  England,  the  Dominion  of  Canada, 
France,  Italy,  the  Netherlands, 'Norway,  Sweden,  Denmark,  Japan,  and  Germany, 
all  combinovi,  as  shown  by  their  latest  available  reports." 

At  yesterday  ^s  hearing  before  your  committee  concerning  my  confirmation  as 
comptroller,  I  called  the  attention  of  your  committee  to  an  occasion  in  the  early  part 
of  1908  when  certain  profits  which  tne  Riggs  National  Bank  had  made  in  certain 
United  States  Government  bond  operations  on  joint  account  transactions  with  the 
National  City  Bank  of  New  York,  amounting  to  $36,918,  had  been  credited  upon  the 
books  of  the  bank  to  certain  ofiicers  of  the  bank — Messrs  Glover  and  Flather;  although 
some  weeks  subsequently  the  amount  was  charged  to  these  officers  and  credited  to 
profit  and  loss. 

In  connection  with  that  transaction  you  raised  the  Question  as  to  whether  those 
credits  were  made  before  or  after  the  bank  had  increasea  its  capital.  I  told  you  that 
the  increase  in  the  bank's  capital  had  taken  place  five  years  before,  and  that  I  would 
advise  you  further  as  to  the  number  of  the  bank's  stockholders  at  the  time  of  the  trans- 
action. 

The  records  show  that  at  the  time  the  $56,918  was  credited  to  the  Glover  and  Flather 
account  the  bank  was  owned  by  about  120  different  stockholders,  about  100  of  whom 
were  holders  of  the  bank's  stock  for  $10,000  or  less,  and  about  15  owned  over  100 
shares  each;  so  that  the  entry  could  not  be  justified  on  the  theory  that  the  oncers  to 
whose  credit  the  bank's  profit  was  originally  passed  (although  subsequently  trans- 
ferred to  profit  and  loss)  were  virtually  the  owners  of  the  bank.  As  a  matter  of  fact. 
it  appears  from  the  records  that  Mr.  Glover  and  the  Messrs  Flather  at  that  time  ownea 
less  tnan  6  per  cent  of  the  capital  stock  of  the  bank. 
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I  aldo  Ih^  leave  to  report  that  as  late  as  July,  L90L,  the  members  of  the  &tm  of  Glover, 
ITyde,  Johnson  &  Flatner  ((;omix).se(l  of  the  bank's  ofhcera)  owned,  all  combined,  only 
al>0!it  four-tenths  of  the  capital  stock  of  the  RIfi:<<:s  National  Bank;  althcigh  from  1897 
until  May.  1902,  that  firm  was  usinq:  the  funds,  credit,  and  facilities  of  the  Ri^RS  Bank 
in  its  brokeraQ:e  o])erations,  and  divi<leJ  up  amon<^  themseh^es  in  that  period  over 
$45,000  of  profits  from  its  brokera'^e  and  real  estate  business.  There  was  in  1901  about 
40  other  stockholders  in  the  bank  whose  holdings  represented  a  lar^e  majority  cl  the 
bank's  capital  stock,  who,  it  appears,  derived  no  pecuniary  benefits  from  tho9e  bro- 
kerage operations  for  which  the  bank's  capital,  credit,  and  facilities  were  beiu^  used. 

At  the  hearings  before  yo'ir  committee  on  July  24,  1919,  I  stated  to  yoar  committee 
that,  despite  Mr.  Iloiran's  ])o^itive  denial  that  the  Riqgs  National  Bank  had  in  past 
years  enjoye<l  special  favors  from  the  Treasury  Department,  the  indisputable  records 
of  the  office  prove  that  this  denial  was  wholly  untrue  and  that  in  many  ways  the  Riggs 
National  Bank  had  been  favored  and  to  a  very  remarkable  de<?ree. 

I  also  stated  that  there  had  not  only  been  discrimination  in  favor  of  the  Rig$!:s  Na- 
tional Bank  in  the  matter  of  Governinent  deposits,  but  that  the  bank  had  enjoyed 
special  favors  in  the  matter  of  obtaining:  information  and  data  from  the  various  bureaus 
ot  the  Treasury,  and  I  referred  to  an  incident  in  connection  with  my  examinations  of 
the  bank  where  it  had  been  discovered  that  a  copy  of  a  certain  confidential  document, 
intended  only  for  national  bank  examiners,  haVl  passed  into  the  possession  of  the 
B^f^  Bank.  I  stated  that  if  you  desire  I  would  oe  pleased  to  furnish  you  further 
information  in  rejrard  to  that  incident.  You  requested  that  1  do  so.  I  now  have  the 
pleasure  of  handing  you  a  copy  of  a  letter  which,  as  Comptroller  of  the  Currency,  I 
addressed,  on  October  9,  1915,*  to  Vice  President  Ailes,  of  the  Riggs  National  Bank, 
which  was  as  follows: 

Treasury  Dbpartmbnt, 
Washingtan,  D.  C,  October  9,  191-^, 
Mr.  M.  E.  Ailes, 

V'ice  President  Jiiggs  National  Bank, 

Washington,  D.  C. 

Sir:  The  records  show  that  some  time  aTo,  as  vice  president  of  the  Ris^i^s  National 
Bank,  you  wrote  a  letter  to  an  officer  of  the  National  City  Bank  of  New  York,  of  which 
bank  you  were  also  an  employee,  in  which  you  said: 

''1  am  sending  you  herewith  a  copy  of  the  comptroller's  pamphlet.  Defalcations 
and  Methods  of  Concealment.'* 

That  pamphlet  was  a  confidential  communication  issued  by  the  Office  of  the  Comp- 
troller of  the  Currency  for  the  instruction  of  national-bank  examiners  only.  There 
was  printed  across  the  face  of  the  pamphlet  a  statement  which  recited  thatf 

•'This  is  a  confidential  publication  which  has  been  compiled  for  the  use  of  bank 
examiners  and  is  to  be  returned  to  the  Comptroller  of  the  Currency  by  the  recipient 
when  the  service  of  the  examiner  is  terminated." 

There  can  therefore  be  no  question  but  that  you  knew  that  this  was  a  confidentiBl 
document,  publishe<l  with  the  intention  that  it  should  not  go  out  of  the  possession  of 
the  comptroller's  office  or  its  examiners. 

You  are  requested  to  inform  this  office  immediately  how,  when,  and  through  whom 
you  obtained  this  document,  the  property  of  this  office. 

In  the  letter  in  which  you  conveyed  "this  pamphlet  to  an  officer  of  the  Nationtl 
City  Bank  of  New  York  you  said : 

*^The  instructions  to  examiners  are  of  a  ver>-  confidential  character  and  I  was  un- 
able to  obtain  them  to-day.  I  think  perhaps  it  may  be  possible  to  do  so  another  time, 
however,  and  I  will  make  an  effort  early  next  week  to  ^et  hold  of  a  set  for  you.** 

You  are  requesteil  to  inform  this  office  at  once  whether  the  set  of  '* Instructions  to 
examiners,"  which  you  admit  that  you  clearly  knew  were  **of  a  very  confidential 
character,"  was  obtaineil  eventually* by,  for,  or  through  you  and  transmitted  to  the 
National  City  Bank  or  to  any  of  its  officers. 

If  you  succeeded  in  getting  jw-ssession  of  the  documents  referred  to,   you  are 
requested  to  inform  this  office  promptly  how,  when,  and  throufjh  whom  these  confi- 
dential jmpers  of  the  comptroller's  office  were  secured  by  or  for  you,  and  to  return 
them  at  once  to  the  Office  of  the  Comptroller  of  the  Currency. 
Respectfully. 

John*  Skklton  Williams. 
CnmptroUer  of  the  Czmren>^. 
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I  do  not  find  Mr.  Ailea's  reply  to  the  foregoing  letter  in  the  files.  My  recollection 
is  that  the  explanation  he  offered  was  that  the  confidential  document  referred  to  had 
been  given  to  him  by  one  of  my  predecessors  in  office. 

At  the  hearing  before  your  committee  on  Jvly  24,  1919,  in  ans^rer  to  statements 
made  by  Mr.  Poole  and  Mr.  Hogan,  to  the  effect  that  unfair  discrimination  had  been 
exerciFod  against  the  Federal  ^ational  Bank  in  the  matter  of  Government  deposits, 
I  submitted  to  your  committee  a  table  shovdng  the  total  amount  of  Government 
deposits  in  each  of  the  14  national  banks  of  the  Diptrict  of  Columbia  at  the  time  of  each 
of  the  three  calls  made  since  January  >,  1919,  which  showed  there  had  not  only  been 
no  discrimination  against  the  Federal  National  Bank,  brt  the  bank  had  as  a  matter 
of  fact  received  a  very  much  larger  share  of  Government  deposits  in  proportion  to  its 
total  resources  than  the  average  bank  in  the  District. 

You  asked  whether  the  perird  covered  by  that  table  did.  not  relate  to  Secretary 
Glass's  administration  as  Secretary  of  the  Treasvry,  and  intimated  that  if  T  should 
have  gone  back  prior  to  January  1,  1919,  the  results  might  have  been  different.  I 
promntly  tnld  you  that  I  should  be  pleaded  to  give  you  figures  for  a  prinr  perird  if 
you  desired  them,  and  I  now  have  the  honor  to  present  to  you  the  attached  table 
showing  as  of  the  dates  of  all  callp  made  in  the  year  1918:  The  t^tal  Government  den^^sits 
with  ail  the  natirnal  banks  of  the  Distrirt  of  Colrmbia.  and  the  resorrces  rf  all  the 
natirnal  banks  of  the  District  m  the  same  dates  as  reported  by  these  banks  imder  oath, 
showing  the  proportion  of  United  States  deposits  to  total  resources  for  all  the  national 
banks. 

Those  figi^res  are  followed  by  a  table  showing  the  t'^tal  United  States  deposits 
held  at  the  time  of  each  call  fcr  reports  of  crnditi  n  by  the  Federal  National  Bank, 
together  with  the  total  resources  of  the  Federal  National  Bank  at  the  time  of  each 
call,  and  showing  the  proportion  of  United  States  deposits  to  the  total  resources  on 
each  date.    (See  Table  A,  attached  hereto.) 

Thepe  figures  show  you  that  throughort  the  year  1918  the  proporti-^n  of  Govern- 
ment deposits  to  the  t^tal  resources  held  by  the  Federal  National  Bank  svenged 
8.34  per  cent  where  is  the  proportion  of  Government  dep'-sits  to  t^tal  resorrces  for 
all  of  the  national  banks  for  the  same  period,  inch  ding  the  Federal,  averaged  only 
5.07  per  cent.  I  n  other  words  the  orop'^rti"!!  of  Government  deposits  to  t^ tal  resources 
held  by  the  Federal  fcr  the  peri  d  under  discussion  was  66  per  cent  greater  than  the 
average  of  all  other  national  oanks  of  the  ristrict. 

Althorgh  the  total  resources  of  the  Federal  National  Bank  for  1918  averaged  only 
6.67  per  cent  of  the  total  resources  of  all  the  national  banks  in  the  District,  the  records 
show  that  its  avenge  Government  deposits  carried,  as  shown  by  the  banks*  own 
statements  to  this  off  ce  during  the  year,  averaged  11.59  per  cent  of  the  total  Grovem- 
ment  deposits  in  the  District. 

On  page  226  of  the  present  hearings  I  find  the  following  questions  addressed  by 
you  as  chairman  to  me.  and  my  replies: 

"The  Chaibman.  Eid  any  of  the  banks  with  which  Mr.  L.  J.  Cooper  was  connected 
or  Thomas  E.  Cooper,  or  any  of  the  family,  fail? 

"Mr.  WiLUAMS.  I  am  coming  to  an  illustration  of  that  in  a  few  minutes  if  you  will 
kindly  allow  me  to  proceed  in  an  orderly  way. 

"The  Chairman.  Jupt  answer  my  question. 

"Mr.  Williams.  I  think  that  Mr.  L.  J.  Cooper  was  an  officer  of  this  very  State 
bank  which  failed.    That  is  my  impression.    You  can  have  it  verified. 

"The  Chairman.  You  do  n^t  know  whether  any  of  the  institutions  with  which 
the  Coopers  were  connected  failed  or  not? 

"Mr.  Williams.  Yes;    I  do  know  that  a  number  of  the  banks  were  closed  out. 

"The  Chairman.  In  which  they  were  oflicers? 

"Mr.  Wn.LiAMS.  In  which  they  were  officers  or  guiding  and  direct  in*?  spirits.  I 
have  not  them  ready  at  hand,  but  I  can  get  a  tabulated  statement  of  the  oflSicial  con- 
necti  )n  of  the  Cooper  family  with  failed  banks,  and  if  you  would  like  mo  to  do  so 
I  can  present  you  with  such  a  schedule." 

In  response  to  your  inquiry,  I  now  be^:  leave  to  submit  the  followin^^memorandnm, 
furnished  me  by  National  'Bank  Examiner  Borden,  of  the  sixth  Federal  re«^erve 
district,  giving  what  I  understand  to  be  a  partial  or  incomplete  list  of  bank  wreckages 
which  mark  the  path  of  the  men  as  to  whose  operations  jrou  imi  ire — brothers  and 
kinsmen  of  Wade  H.  Cooper,  with  divers  of  whose  operations  they  have  been  inti- 
mately connected.  All  of  Wade  If.  Cooper's  numerous,  untrue,  and  malicious  charges 
before  your  committee  I  have  heretofore  denounced  and  disproved. 
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This  lirt  embraces  five  of  their  defunct  banks  in  the  States  of  Ge-^i)^  and  Flcridi 
only,  and  does  n' t  include  several  other  badly  damaged  banks  which  have  aufFered 
fr.)m  their  operations,  but  which  are  still  doing  business  although  in  a  maimed  and 
crippled  condition. 

rartial  lift  of  banks,  all  of  which  are  now  defunct,  which  were  promoted  and  officered 
by  the  Cooper  clique: 

*Waycn«8s  Savin^p  &  Trust  Co.,  Waycroes,  Ga.;  L.  J.  Cooper,  president.    Placed 
into  hands  of  receiver. 

Bank  of  Floral  Citv,  Fla.;  L.  J.  Cooper  and  L.  B.  Jenrette  (first  cousins)  were  it 
different  times  president.    Cloeed. 

State  Bank  ol  Wavcross;  L.  J.  Cooper,  president.    Closed. 

Bank  of  Statenville,  Ga.:  L.  J.  Cooper,  president,  recently  indicted  for  the  fraudn- 
lent  insolvency  of  this  bank. 

£xchanjB:e  Bank  of  Way  cross;  L.  P.  Jenrette.  president.    Clcped. 

The  ins  Ivency  of  three  of  the  foregoing  banks  were  referred  t:>  by  N.  P.  Jenrette 
in  his  afM davit,  pages  223,  224,  and  226  of  tlie  present  hearings,  where  Jenrette  char^ 
that  Thomas  E.  Cooper  and  L.  J.  Cooper,  t)  protect  themselves  and  other  memben 
of  their  family,  had  "  used  him  as  a  scapegoat  t:)  save  the  reputation  of  the  said  Gocyp- 
ers;  *'  also  chaiging  that  they  forced  him  to  sign  about  $100,000  of  notes,  no  pr^rtion  ti 
the  proceeds  of  which  he  savs  went  to  him.  and  that  the  said  Thomas  E.  Cooper  and 
L.  J.  Cooper  had  agreed  to  nold  him  harmless  as  try  any  liability,  etc.  On  learain; 
that  a  copy  cf  that  affidavit  had  been  furmshed  the  Comptr*  Her  of  the  Currency,  the 
Coopers  induced  Jenrette  to  send  to  this  office  p:)6t  haste,  special  delivery,  a  com- 
mit nicati^n  withdrawing  certain  charges  as  to  T.  E.  Cooper,  which  he  had  just  made 
under  oath. 

In  mv  statement  before  your  committee  on  the  2nth  instant,  in  connocti-^n  tnth 
the  activities  of  the  newspaper  man,  George  G.  Hill  (p.  578,  printed  hearings).  I 
referred  incidentally  t.>  the  secret  propaganda  being  conducted  against  uie,  apparently 
originating  in  Washington,  but  with  various  ramifications.  In  support  of  my  assertija 
I  now  res|)ectfully  submit  three  edit  rial  articles  from  obscure  newspapers  in  three 
States,  all  identically  alike  and  evident] v  prepare<l  and  sent  out  by  the  same  joumil- 
istic  genius.  Their  contents,  as  you  will  observe,  are  of  such  coarsely  vulgar  cha^ 
acter  Uiat  I  would  net  ask  any  man  to  read  them  except  as  evidence. 

Obviously  somebrdy  is  Pj)ending  money  in  hiring  cheap  and  obscure  hangenon 
of  journalism  to  assail  me.  This  seems  to  be  a  revival  of  the  ancient  practice  of  employe 
ine  professional  assassins  to  "UTeak  private  vcn^nace.  only  lacking  the  personal  perils 
and  elements  of  tragedv  which  gave  that  syetera  at  least  a  suggestion  of  dignity.  I 
will  nt  t  ask  you  to  cumber  the  records  "vidth' these  editorials,  but  present  them  for  the 
inspection  of  your  committee. 

I  respectfiillv  ask  that  this  entire  letter  be  printed  in  the  record  of  these  hearings. 
Respectfully, 

Jno.  Skeltom  Wiluams. 
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Table  A. — TotiU  Government  devosiU  with  all  the  national  banks  of  the  IHetrici  of 
Columbia  and  the  resources  of  all  the  national  banks  of  the  District  on  the  same  dates^ 
as  reported  by  these  banks  under  oath,  ^tnng  the  proportion  of  United  States  deposits 
to  total  resources  for  €Ul  the  national  banks. 


Date  of  call. 


14  Washington  national  banks 

Mar.  4, 1918 

May  10, 1918 

June  29, 1918 

Aug.  31, 1918 *• 

Nov.  1,1918 

Dec.  31, 1918 

Total  (6calls) 

Federal  National  Bank; 

Mar.  4, 1918 

May  10, 1918 

June  29, 1918 

Aug.  31, 1918 

Nov.  1,1918 

Dec.  31, 1918 

Total  (6  calls) 


ToUl  all  United 

States  deposits 

(inoludingpoBtal 

savings). 


$3,477,417.00 
5,923,303.40 
8,027,079.38 
0,329,657.70 
5,387,413.18 
2,077,745.77 


31,222,516.43 


507,453.91 
460,934.58 
927,416.63 
758,013.23 
378,296.15 
211,231.16 


3,243,345.66 


Total  resources. 


$105, 838,  n4. 65 
101,248,996.60 
97,460,737.06 
101,556,096.48 
106,034,500.95 
110,348,912.59 


621,487,990.33 


7,333,064.93 
6,000,080.54 
6,811,084.39 
6,155,307.41 
6,330,430.97 
6,243,249.51 


38,873,167.75 


Ratio  of 
United 

States  de- 
posits to 

resources. 


3.29 
5.85 
8.24 
6.23 
5.13 
1.88 


5.02 


6.92 
7.68 
3.62 
12.32 
5.98 
3.38 


8.34 


Per  cent  of  total  deposits.  Federal,  to  total  13  other  banks 11. 50 

Per  cent  of  total  resources.  Federal  (6  calls),  to  total  13  other  banks 6. 67 


[Kankakee,  111.,  Republican,  July  10, 1919.] 


8KIDOO  FOR  SKELETON. 


Senator  William  Caliier,  of  New  York,  has  introduced  a  bill  to  abolish  the  Office  of 
Comptroller  of  the  Currency  and  transfer  the  duties  of  that  office  to  the  Federal 
Reserve  Board.  It  is  a  measure  which  ought  to  pass.  The  comptroller  of  this  day  is 
about  as  useful  as  the  little  toe  on  a  man's  foot,  while  the  man  who  for  the  past  few 
years  has  held  that  office,  and  who  is  now  before  the  Senate  for  confirmation  to  succeed 
himself,  is  like  the  corn  on  that  little  toe.  Incidentally  when  the  duties  are  transferred 
under  Senator  Calder's  bill,  the  proposed  comptroller,  John  Skelton  Williams,  should 
be  transferred  to  his  acres  in  Virginia,  where  tne  wicked  cease  from  troubling  and  the 
weary  are  at  rest.    It  will  be  a  blessed  relief  to  everybody. 


[Ogdensbtug,  N.  Y.,  Journal,  July  12, 1919.) 


SKIOOO  FOR  SKELTON. 


Senator  William  Calder,  of  New' York,  has  introduced  a  bill  to  abolish  the  Office  of 
Comptroller  of  the  Currency  and  transfer  the  duties  of  that  office  to  the  Federal 
Reserve  Board.  It  is  about  as  useful  as  the  little  toe  on  a  man's  foot,  while  the  man 
who  for  the  past  few  years  has  held  that  office,  and  who  is  now  before  the  Senate  for 
confirmation  to  succeed  himself,  is  like  the  com  on  that  little  toe.  Incidentally 
when  the  duties  are  transferred  under  Senator  Calder's  bill,  the  proposed  comptroller. 
John  Skelton  Williams,  should  be  transferred  to  his  acres  in  Virginia,  where  the  wicked 
cease^rom  troubling,  and  the  weary  are  at  rest.   It  wil  1  be  a  blessed  relief  to  everybody . 


[Nashua,  N.  H.,  Telegraph,  July  10, 1919.1 

Senator  William  Calder,  of  New  York,  has  introduced  a  bill  to  abolish  the  Office  of 
Comptroller  of  the  Currency  and  transfer  the  duties  of  that  office  to  the  Federal 
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Reserve  Board.  It  is  a  measure  which  ought  to  pass.  The  comptroller  of  this'day'iB 
about  as  useful  as  the  little  toe  on  a  man's  foot,  while  the  man  who  for  the  past  few 
vears  has  held  that  office  and  who  is  now  before  the  Senate  for  confirmation  to  succeed 
mmself,  is  like  the  com  on  that  little  toe.  Incidentall>,  when  the  duties  are  trans- 
ferred under  Senator  Calder's  bill  the  proposed  comptroller,  John  Skelton  Williams, 
should  be  transferred  to  his  acres  in  Virginia,  where  the  wicked  cease  from  troubling, 
and  the  weary  are  at  rest.   It  will  be  a  blessed  relief  to  everybody. 

Mr.  Williams.    Thank  you,  gentlemen. 

(Thereupon,  at   12.10  o'clock  p.  m.,   the  committee   adjourned 
subject  to  the  call  of  the  chairman.) 


TUESDAY,  SEPTBMBEB  2,  1919. 

United  States  Senate, 
CoiofiTTEE  ON  Banking  and  Currency, 

WashingUmy  D.  C. 
The  committee  met  pm*suant  to  adjourment  at  10.05  o'clock  a.  m., 
in  Room  301,  Senate  Office  Building,  Senator  George  P.  MdLean 
presiding. 

Present:  Senator  McLean  (chairman)  and  Senator  Newberry. 
Present  also:  Hon.  John  Skelton  WiUiams,  comptroller  of  the 
currency;  Mr.  Frank  P.  Hogan,  Con^essman  M!cFad(^n,  and  others. 
The  Chairman.  The  conmiittee  will  be  in  order.    Mr.  Hogan,  you 
may  proceed. 

STATEKEITT  OF  MB.  FEAITE  P.  HGOAIT. 

Mr.  Hogan.  Mr.  Chairman,  since  the  parts  of  the  hearings  before 
this  committee  have  been  nrinted,  on  the  nomination  of  John  Skelton 
Williams  for  the  office  of  Comptroller  of  the  Currency,  which  hearings 
commenced  Monday,  June  30,  1919,  there  having  previously  been 
printed  the  hearing  on  the  same  subiect  in  February.  1919,  I  say^ 
since  the  10  parts  have  been  printed,  I  have  carefully  read  every 
word  therein  contained,  particularly  the  testimonjr,  if  such  it  be. 
given  by  Mr.  Williapis;  and  I  addressed  to  you  while  I  was  out  or 
the  city  two  letters  in  which  I  requested  that  certain  documents  be 
laid  before  this  committee,  in  which  there  will  be  found  not  only 
refutation  of,  but  mathematical  demonstration  of,  the  culpable  falsity 
of  many  of  the  important  allegations  put  into  this  record  by  Mr. 
WiUiams.  . 

I  now  ask  in  open  hearing  that  before  I  proceed  to  rebut  the  mat- 
ter with  which  Mr.  Williams  has  seen  fit  to  defile  the  Senate  record, 
that  he  be  called  upon  to  produce  the  matters  I  asked  in  those  letters 
addressed  to  you,  as  follows: 

First,  a  statement  giving  the  dates  in  the  year  1916  on  which  each 
national  bank  in  the  citv  of  Washington  was  subjected  to  examina- 
tion by  the  national  bank  examiners,  as  commanded  by  law.  By  ref- 
erence, Mr.  Chairman,  to  part  8,  page  605,  of  the  hearmgs  before  this 
committee,  it  will  be  noted  that  in  an  attempted  response  to  my 
charge  that  a  plain  provision  of  the  national  bank  act,  as  amended  by 
the  act  of  1913,  had  been  repeatedly  and  flagrantly  violated  by  John 
Skelton  Williams  during  his  tenure  as  Comptroller  of  the  Currency, 
in  the  years  1914,  1915,  and  1916,  he  produced  before  this  committee 
a  table  showing  the  dates  on  which  the  national  banks  of  the  District 
of  Colmnbia  were  examined  in  the  year  1913,  when  the  law  did  not 
mandatorily  require  two  examinations,  and  in  the  years  1914  and 
1915,  but  he  has  suppressed  the  record  of  the  year  1916,  with  respect 
to  which  I  had  testified.  The  year  1913  was  entirely  irrelevant  to 
anything  I  had  said  before  tms  committee.  The  year  1915  was 
entirely  relevant,  and  will  be  entirely  enlightening,  so  that  before  I 
present  to  the  committee  my  rebuttal  with  respect  to  that  violation 
of  law  by  the  comptroller,  I  ask  that  he  be  required  to  bring  tha 
record  for  the  year  1916. 
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And  with  that  record  the  reports  of  the  national-bank  examiners 
as  to  each  and  every  national  bank  in  the  District  of  Columbia  made 
to  him  in  the  year  1916.  I  ain  compelled  to  ask  those  records  be 
made  so  that  they  will  verify  the  record,  because,  as  I  will  demon- 
strate to  this  committee  beyond  peradventure  of  doubt,  or  possibility 
of  ca;vil,  when  Mr.  Williams  brings  in  a  statement  alleged  to  be 
based  upon  the  record,  the  statement  is  in  99  per  cent  of  the  instances 
entirely  false,  so  that  in  order  to  controvert  the  falsification  hv  a  man 
who  is  habitually  inclined  to  falsify,  I  request  that  there  be  brought 
here  before  this  conmiittee  for  my  use  the  national-bank  examiners 
reports  themselves. 

The  CiiAiBMAN.  Mr.  Hojgan,  omit  as  far  as  you  can  your  deductions, 
you  know,  your  conclusions,  because  I  realize  that  you  may^  be 
strongly  tempted  to  do  that  sort  of  thing,  but  we  want  to  get  right 
down  to  the  tacts. 

Mr.  HoGAN.  Precisely,  Mr.  Chairman;  that  was  what  I  was  going 
to  start  when  I  bep^n  to  testify.  You  can  not  help  but  have  noticed — 
any  member  of  this  committee,  regardless  of  his  views  on  this  case, 
must  have  noticed — that  Mr.  Wilhams  used  these  hearings  and  this 
record,  and  the  communications  with  which  he  supplemented  the 
record,  as  a  sewer  for  his  unrestrained  and  unrestricted  vilification 
of  every  citizen  who  came  before  this  committee. 

The  Chairman.  Well,  you  let  the  committee  draw  its  condusiona. 

Mr.  HoGAN.  And  then  at  the  conclusion,  you  will  remember,  Mr. 
Chairman,  he  pleaded,  in  effect,  that  you  and  the  committee  protect 
him  from  the  comments  of  those  he  had  vilified.  Now,  I  take  it 
for  granted,  Mr.  Chairman,  that  as  he  has  seen  fit  even  to  slander  and 
^defame  the  dead,  that  it  will  not  be  said  to  a  citizen  who  had  been 
the  subject  of  that  slander  he  will  not  be  allowed  to  reply  emphatically 
to  what  has  been  said. 

The  Chairman.  I  think  what  the  committee  wants  are  the  facts. 
lliat  is,  we  want  these  records  to  controvent  certain  statements  of 
Mr.  Wilhams  at  the  preceding  hearings,  and  that,  of  course,  you 
are  entitled  to  have. 

Mr.  HoGAN.  But,  of  course,  Mr.  Chairman,  having  permitted — 
and  I  notice  with  a  patience  that  I  marvel  at-- — 

The  Chairman  (interrupting).  Yes;  I  know  that  Mr.  Williams 
did,  ad  lib. 

Mr.  HoGAN.  Ad  lib,  and  ad  inf ! 

The  Chairman.  But  I  rather  hoped  you  would  not  follow  his 
exampl^. 

Mr.  HoGAN.  I  will  not  follow  his  example,  Mr.  Chairman;  but  as 
a  citizen  of  this  country,  on  matters  which  attack  my  personal 
honor  as  he  has  been  fit  to  do,  I  say  here  fairly  that  unless  the  com- 
mittee absolutely  stops  me  I  shall  reply  to  it  in  a  way  that  no  mem- 
ber of  the  Senate  and  no  citizen  of  the  United  States  will  ever  mis- 
understand. 

Second,  from  the  records  of  the  comptroller's  office,  which  records 
contain  the  data,  I  ask  that  he  be  called  upon  to  produce  a  list 
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showing  loans  to  officers,  directors,  and  employees  of  every  national 
bank  in  the  city  of  Washington,  first,  at  the  time  of  the  first  report 
made  in  response,  subsequent  to  July  1,  1914;  and,  second,  at  the 
time  of  the  last  examination  of  a  national-bank  examiner  preceding 
July  1,  1914.  It  is  respectfully  suggested  that  the  comptroller  be 
required  to  present  to  tne  committee  the  originals  of  the  reports  of 
conditions,  and  the  reports  of  the  national-bank  examiners,  which 
contain  this  information.  Of  course,  I  do  not  suggest  that  there  be 
incorporated  in  the  printed  record  of  these  hearmgs  those  reports, 
for  the  obvious  and  exceedingly  fair  reason  that  they  will  contain 
data  of  a  confidential  character  referring  to  persons,  citizens  of  this 
country  having  no  relations  whatever  to  the  controversies  in  which 
Mr.  Williams  has  been  involved. 

Third,  I  ask  that  he  be  required  to  produce  before  this  committee 
the  diary  kept  by  John  Skelton  Williams  in  the  years  1915  and  1916, 

Sarticularly  with  reference  to  the  entries  therein  on  the  subject  of  the 
liggs  Bank,  and  its  officers,  and  also  on  the  subject  of  the  Attorney 
General,  and  the  attorneys  who  represented  Mr.  Williams,  and  his  co- 
defendants  in  the  Riggs  Bank  equity  case.  That  diary,  as  I  am 
informed,  you  will  ascertain,  if  it  is  ever  produced,  was  in  part  in 
the  shape  of  a  loose-leaf  typewritten  diary.  I  request  that  all  of  that 
diary  be  presented  to  this  committee,  so  as  to  show  just  what  Mr. 
Williams  did  with  regard  to  the  Riggs  Bank,  and  just  what,  in  his 
own  words,  he  did  with  respect  to  its  activities  m  regard  to  the 
prosecution  of  the  Riggs  Banlk  officers ;  that  there  be  produced  from 
the  files  of  the  comptroller's  office  a  copy  of  every  letter  sent  to 
every  national  bank  in  Washington — Riggs,  of  course,  excepted,  as 
it  has  already  been  produced — criticizing,  commenting  upon,  or 
making  a  reference  to  loans  to  officers,  directors,  and  employees,  or 
either  of  these  classes,  rendered  in  the  years  1914  and  1915. 

Let  it  not  be  supposed  that  the  production  of  that  diary  will  en- 
cumber this  record,  because  it  is  saie  to  tell  you  Senators  that  such 
communications  will  be  found  exceedingly  few. 

Next,  I  ask  that  there  be  produced  statements  from  the  official 
records  of  the  comptroller's  office  showing  on  what  work  Mr.  James 
Trimble,  national  oank  examiner,  was  engaged  from  May  22  to 
December  31,  1916,  both  dates  inclusive,  givmg  the  duration  in  each 
instance  of  the  work  on  which  the  exammer  was  engaged,  together 
with  data  showing  what  assistants  the  national  bank  examiners  for 
the  District  of  Columbia  had  during  that  period,  and  on  what  work 
these  assistants  were  engaged  during  that  period,  and  the  duration 
in  each  case. 

Sixth,  that  there  be  produced  statements  from  the  official  records 
of  the  comptroller's  office  or  from  the  records  kept  by  James  Trimble, 
national-bank  examiner,  showing  how  frequently  he  reported  to  the 
United  States  attorney  for  the  District  oi  Columbia,  or  visited  the 
office  of  the  United  States  attorney  for  the  District  ot  Columbia  dur- 
ing the  year  1915  prior  to  September  22  of  that  year,  as  to  which 
last-named  date  therB  was  spectacularly  producea  before  this  com- 
mittee a  subpoena  calling  upon  Mr.  Trimble  to  visit  the  United 
States  district  attorney's  office. 
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Next,  I  ask  that  there  be  produced  from  the  official  records,  lists 
showing  the  number  of  national-bank  examiners  and  the  number  of 
assistants  to  national-bank  examiners  on  duty  in  Washington  dur- 
ing the  years  1912  to  1918,  inclusive,  together  with  the  names  and 
tifles. 

Eighth,  that  there  be  produced  a  statement  from  th©  official  rec-' 
ords  of  the  office  of  the  comptroller,  showing  the  total  amount  of 
loans  to  officers,  directors,  and  employees  of  each  national  bank  in 
Washington,  Riggs  excepted,  as  Riggs  is  already  in  the  record,  at  the 
time  examinations  were  made  by  the  national-bank  examiners  dur- 
ing the  period  from  July  1,  1913,  to  December  31,  1916;  and  it  is 
respectfully  suggested  that  this  statement  be  verified  by  the  produc- 
tion of  the  original  reports  of  the  national-bank  examiners  in  the 
case  of  each  bank  examined  during  the  period  mentioned. 

Again  I  call  attention  to  the  fact  that  this  does  not  involve  a  diffi- 
cult task,  nor  require  many  documents,  in  view  of  the  comptroller's 
own  showing  as  to  the  infreouency  of  national-bank  examiners  in 
Washington  during  the  period  indicated.  It  will  not  require  miore 
than  one  paper  for  each  oank  for  each  of  the  two  years. 

Ninth,  1  request  that  the  comptroller  be  required  to  produce  here 
from  the  official  records  of  the  comptroller's  office  a  copy  of  every 
letter  sent  by  him  during  the  years  1914  and  1915  to  any  of  the 
banks  and  trust  companies  of  the  District  of  Columbia,  ciuluijg  for 
reports  from  their  directors,  on  the  subject  of  the  number  of  snares 
of  stock  held  by  them  unhypothecated  during  their  directorship. 
This  request  may,  of  course,  exclude  Riggs  National  Bank,  as  sudi 
requests  sent  to  the  Riggs  National  BauK  are  already  part  of  the 
record. 

With  those  documents,  some  of  wliich  have  been  referred  to,  but 
not  produced  before  your  committee,  Mr.  Chairman,  an  intelligent 
showing  with  respect  to  the  conduct  of  Mr.  Williams's  public  c^Kce 
can  be  made  in  rather  brief  time. 

The  Chairman.  Well,  Mr  Williams,  how  much  time  do  vou  think 
you  will  require  to  prepare  these  reports  of  statistics  and  reports? 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  I  should  like  to 
look  over  the  list  that  has  been  presented  by  that  witness.  He  realizes 
the  hopelessness  of  his  ever  being  able  to  substantiate  «ny  of  the 
malicious  complaints  or  charges 

The  Chairman  (interrupting).  I  suggested  to  Mr.  Hogan,  1  wish 
both  of  you  would,  if  possible,  omit  the  deductions  and  the  innuen- 
does.    Let's  confine  ourselves  to  the  facts,  if  possible. 

Mr.  Williams.  I  think,  Mr.  Chairman,  that  I  have  proven  in  the 
documents  which  I  have  already  submitted  to  the  committee  the 
falsity  of  all  those  charges,^  and  I  refer  the  committee  to  them.  It's 
my  belief  that  if  this  witness  were  an  Army  officer  and  made  such 
false  testimonjr  before  any  Army  tribunal,  he  would  be  dismissed 
from  the  service,  and  for  him  to  come  lorward  now  and  try  to 
crowd  the  record  by  asking  for  papers  and  documents  which  are 
wholly  irrelevant,  simply  shows,  m  my  judgment,  the  hopelessness 
of  his  undertaking  and  his  admission  oi  the  despicable  position  in 
which  he  has  placed  himself. 
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As  to  furnishing  those  documents  from  the  Treasury,  I  shall  be 
glad  to  examine  the  list  with  some  care  and  see  what  they  involve, 
and  confer  with  the  Secretary  of  the  Treasury  as  to  the  propriety  of 
doing  so.  He  has  requested  that  they  be  laid  before  this  commitee. 
Among  other  things  I  note  the  loans  to  all  officers  and  emplovees  of 
all  national  banks  in  the  District  of  Columbia,  banks  wnich  have 
nothing  to  do  with  this  case,  which  are  not  under  criticism,  and  some 
of  which  have  never  been  under  criticism,  as  far  as  I  know.  As  to 
the  propriety  of  dragging  those  banks  and  their  officers  into  this 
case,  I  lail  to  see  what  it  nas  to  do  with  it;  but  I  shall  be  very  glad 
to  take  the  matter  up  with  the  Secretary  of  the  Treasury,  and  with 
your  committee,  and  determine  together  what  it  is  proper  that  we 
should  do. 

The  Chairman.  You  will  probably  want  a  few  days  for  that,  Mr. 
Williams.     You  will  probably  want  more  than  one  day. 

Mr.  Williams.  I  snould  say — ^I  should  not  want  any  time  for  it, 
especially,  but  it  might  be  well  for  me  to  look  into  it  and  see  just  ex- 
actly what  it  involves,  and  bring  it  before  the  Secretary  of  the 
Treasury.  I  do  not  know  whether  he  is  in  the  city  or  not.  I  should 
say,  in  that  event,  I  might  get  in  touch  with  him  by  day  after  to- 
morrow. 

The  Chairman.  You  may  have  all  the  time  you  want,  Mr.  Wil- 
liams. Now,  if  you  will  just  say  how  much  time  you  want,  I  think 
the  committee  will  grant  it. 

Mr.  Williams.  Well,  I  do  not  want  any  time,  as  far  as  I  am  con- 
cerned; but  as  I  am  not  advised  as  to  whether  the  Secretary  of  the 
Treasury  is  in  the  city  to-day,  I  think  it  would  be  safer  to  give  us 
until  day  after  to-morrow  in  which  to  determine  the  question. 

The  C!hairman.  Thursday  morning  at  10  o'clock. 

Mr.  Williams.  That  will  suit  me. 

The  Chairman.  The  committee  stands  adjourned. 

Mr.  HoGAN.  Just  a  moment.  May  I  asK,  before  the  committee 
stands  adjourned — ^I  refrain  at  this  time,  because  you  want  me  to, 
from  replying  to  insinuations  as  to  the  aismissal  of  an  officer  from 
the  Army,  ete. 

The  Chairman.  I  imderstand. 

Mr.  HoGAN.  Because  I  expect  another  official  will  soon  be  dis- 
missed in  disgrace  from  his  own  service,  but  I  notice  that  subsequent 
to  the  conclusion  of  the  testimony  adduced  by  Mr.  Williams  on  his 
behalf,  there  was  written  to  the  chairman  oi  this  committee,  and 
included  in  the  record,  a  communication  by  which  Mr.  Williams 
supplemented  his  former  inadmalversions.  Now,  Mt.  Chairman,  I 
asK,  has  Mr.  Williams  sent  to  the  chairman  of  this  committed  any 
communication  that  has  not  been  printed  in  the  record  on  this  sul>* 

t'ect,  and  on  the  subject  of  myself  an<4  the  officers  of  the  Riggs 
)ank? 

The  Chairman.  I  don't  think  so,  Mr.  Hogan,  but  that  letter 
you  referred  to,  I  have  not  had  the  time  to  read  it. 
Mr.  HoGAN.  The  one  in  the  record  1 

The  Chairman.  The  one  that  was  printed  subsequent  to  the 
hearing. 

Mr.  HoGAN.  I  know,  but  Mr.  Chairman,  there  was  one  letter  that 
subsequent  to  the  hearing  was  written  oy  Mr.  Williams  to  Hon. 
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George  B.  McLean,  dated  July  29,  1919,  in  which  Mr.  Willianis  said 
that  taking  advantage  of  the  permission  given  him  to  supplement 
what  he  had  been  saying  by  anything  he  wanted  to  say  in  writing, 
he  addressed  this  communication,  and  the  record  shows  tnat  by  direc- 
tion of  the  chairman,  July  29, 1919,  it  is  inserted  in  the  record.  Now 
I  ask,  Mr.  Chairman,  before  I  go  on,  whether  it  is  or  not  a  fact  that 
subsequent  to  this  time  Mr.  Williams  has  had  printed  at  a  private 
printing  house  in  the  city  of  Washington  what  he  calls  a  letter 
to  the  chairman  of  this  committee,  and  transmitted  it  to  him,  and 
perhaps  to  other  members  of  the  committee.  If  so,  I  would  like  to 
be  furnished  with  a  copy  of  it  officially,  to  the  end  that  I  may 
adequately  and  fully  reply  to  it,  and  I  promise  both  adequateness 
and  completeness. 

The  CHAraMAN.  Well,  Mr.  Hogan,  I  have  here  Mr.  Williams's  let- 
ter to-day.  I  have  here  a  letter  from  Mr.  Williams  to  the  Bank- 
ing and  Currency  Committee,  dated  August  12,  1919. 

Mr.  Hogan.  Ijb  that  in  printed  form  ? 

The  Chairman.  That  is  in  printed  form,  and  there  is  another 
conmumication  which  I  received  from  the  comptroller,  and  he  tells 
me  that  which  you  have  is  practically  a  copy  of  this,  but  as  this  has 
not  been  submitted  to  the  committee  as  a  wnole,  but  is  addressed  to 
me,  I  do  not  know  whether  it — do  you  want  to  look  at  that  also  1 

Mr.  Hogan.  No,  sir;  I  do  not.  1  would  like  to  know  whether  I 
can  have  this  pamphlet  ? 

The  Chairman.  Yes. 

Mr.  Hogan.  Printed  by  Chas.  H.  Potter  Co.  (Inc.),  Washington, 
D.  C,  and  pretends  to  be  a  letter  to  yourself. 

The  Chairman.  You  can  have  it.  If  there  is  nothing  further, 
the  committee  stands  adjourned  until  Thursday  morning  .  at  10 
o'clock. 

(The  letters  referred  to  are  here  printed  in  full  as  follows:) 

The  following  correspondence  includes  letters  of  criticism  addressed  by  the  CGmp- 
troller  of  the  Currency  to  the  Riggs  National  Bank  between  August  29,  1906,  and 
November  19,  1913,  and  the  Riggs  National  Bank's  replies  thereto;  also  a  few  mis- 
cellaneous letters  between  the  Riggs  Bank  or  its  officers  and  the  Treasiury  Department: 

(The  Riggs  National  Bank  was  cjiartered  June  27,  1896.) 

Treasury  Department, 
Office  op  the  Comptroller  op  the  Currency, 

Waakington,  D.  C,  August  29,  1896.    ' 

Mr.  Chas.  C.  Glover, 

R'iggs  National  Bank,  WnshiJiglonj  D.  T. 

Sir:  It  appears  from  the  report  of  condition  of  your  bank  on  July  14,  1896,  that  tJie 
following  loans  in  excess  of  one-tenth  of  its  capital  stock  have  been  made,  \iz: 

Excess  loan  No.  1,  first  criticism  of  this  borrow^ $56, 000. 00 

Excess  loan  No.  2,  first  criticism  of  this  borrower 218, 495. 56 

Excess  loan  No.  3,  first  criticism  m  this  borrower 109, 465. 26 

Section  5200,  United  States  Re\Tsed  Statutes,  prescribes  that  "The  total  liability 
to  any  association  of  any  person,  or  of  any  company,  corporation,  or  firm  for  money 
borrowed,  including  the  liabilities  of  a  company  or  firm,  the  liabilities  of  the  several 
members  thereof,  shall  at  no  time  exceed  one-tenth  part  of  the  amount  of  Ihe  capital 
stock  of  such  association  actually  paid  in.  *' 

These  loans  should  be  reduced  to  the  laMul  limit  as  soon  as  practicable. 
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Please  injbrm  me  at  an  early  day  the  reason  for  these  violation^  of  the  statute,  and 
also  what  you  know  with  regard  to  the  standing  of  the  borrowers. 
Respectfully,  yours, 

Geo.  M.  Coffin,  Deputy  Comptroller, 


Treasury  DepartmeKI*, 
Office  of  the  Comptroller  of  the  Currency, 

WaskingUm,  D.  C,  February  2, 1897. 
Mr.  Arthur  T.  Brice, 

CaMer  Riggs  National  Bank,  WatikingUm,  D.  C, 

Sir:  In  your  report  of  condition  for  December  17, 1896,  the  item  of  stocks,  seciirities, 
etc.,  is  entered  on  the' face  of  the  same  at  1317,305.27,  while  the  schedule  on  back 
ehowB  an  amount  of  $429,287.31. 

You  are  respectfully  requested  to  forward  a  correct  schedule  of  the  items  composing 
the  amount  at  your  earliest  convenience.  Please  also  see  Uiat  future  reports  are  cor- 
rect in  this  respect. 

Respectfully,  yours,  Geo.  M.  Coffin,    Deputy  Comptroller, 


Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D,  C,  February  2,  1897, 
Mr.  C.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D,  C, 

Sir:  It  appears  from  the  report  of  condition  of  your  bank  on  December  17,  1896, 
that  the  following  loans  in  excess  of  one-tenth  of  its  capital  stock  have  been  made, 
viz: 

Excess  loan.  No.  2.    Second  criticism  of  this  borrower $264, 385. 97 

Excess  loan,  No.  4.    First  criticism  of  this  borrower 55, 696. 49 

Section  5200,  United  States  Revised  Statutes,  prescribes  that  the  ''total  liabilities 
to  any  association  of  any  person,  or  of  any  company,  corporation,  or  firm  for  money 
borrowed,  including,  in  the  liabilities  of  a  company  or  firm,  the  liabilities  of  the  sev- 
cfhkl  members  thereof,  shall  at  no  time  exceed  one-tenth  part  of  the  amount  of  the 
capital  stock  of  such  association  actually  paid  in." 

These  loans  should  be  reduced  to  the  lawful  limit  as  soon  as  practicable.    Please 
inform  me  at  an  early  day  the  reason  for  these  violations  of  the  statute,  and  also  what 
you  know  with  regard  to  the  standing  of  the  borrowers. 
Respectfully,  youii, 

Geo.  M.  Coffin,  Deputy  Comptroller, 


The  Rigos  National  Bank  of  Washington,  D.  C. 

Washington,  D.  C,  February  5,  1897, 

The  honorable  the  Comptroller  of  the  Treasury, 

Washington,  D.  C, 

Sir:  I  have  the  honor  to  acknowledge  the  receipt  of  your  three  several  letters 
of  the  2nd  instant,  the  contents  of  which  have  due  note. 

Referring  to  the  report  made  by  this  association  of  its  condition  on  December  17 
ultimo,  I  beg  to  say  tnat  naming  the  Merchants  National  Bank  of  St.  Louis  as  one  of 
our  reserve  agents  was  merelv  a  clerical  error  in  copying  the  report.  The  name  should 
have  been  Merchants-Laclede  National  Bank. 

Complying  with  your  reouest,  I  hand  to  you  herewith  inclosed  an  amended  list  of 
the  stoK^ks,  securities,  etc.,neld  on  the  date  of  said  report  leaving  out  United  States 
bonds  and  stating  be  total  to  be  1317,305.27,  as  shown  on  the  face  of  the  report. 
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Noting  your  exceptions  to  the  amount  of  funds  on  deposit  with  (excesB  loan  No.  2} 
and  witn  (excess  loan  No.  4)  I  beg  leave  to  say: 

First.  That  excess  loan  No.  2  has  been  the  valued  friend  and  trusted  depoeitory  of 
Messrs.  Riggs  &  Co..  for  nearly  50  years  past,  and  that  it  is  one  of  the  strongeflt  banlcB 
in  the  country,  enjo3ring  a  credit  and  standing  second  to  none.  It  is  under  State  super- 
vision and  its  management  has  alwa>'B  been  both  safe  and  conservative.  Oiur  rela- 
tions with  excess  loan  No.  2  are  of  such  a  nature  and  of  such  a  satisfactory  chazacter 
that  we  should  consider  it  a  matter  of  great  regret  to  be  without  them. 

We  are  called  upon  to  furnish  at  all  times  New  York  Exchange  for  large  amounts  to 
our  depositors  ana  others,  and  hence  the  necessity  of  keeping  a  considerable  balance  to 
our  credit,  separate  from  our  reser\'e  fund,  to  meet  active  drsits.  To  justify  the  accom- 
modation which  we  constantly  get  from  excess  loan  No.  2  by  way  of  valuable  and 
reliable  information  concerning  the  needs  of  ourselves  and  our  depoeitOFB,  we  feel 
obliged  to  keep  a  substantial  sum  on  deposit. 

Second.  That  necessarily  incident  to  our  business  and  the  needs  of  our  depositon, 
we  furnish,  and  continuously  have  in  circulation,  traveling  credits  to  a  laige  amount, 
authorizing  drafts  to  be  paid  in  London;  and  to  meet  such  drafts  we  aie  obliged  to 
keep  sufficient  funds  there  to  our  credit. 

Excess  Loan  No.  4  are  financial  agents  of  the  very  highest  standing  and  credit,  and 
well  known  throughout  the  commercial  world. 

They  have  been  our  correspondents  for  a  great  many  ^rears,  and  render  us  valuable 
service  in  relation  to  our  letters  of  credit,  and  in  gi\dng  information  in  the  interest  of 
our  depositors. 

Very  respectfully,  yours. 


Arthur  T.  Bricb,  CaMer. 
Treasury  Department, 
Office  of  the  Comptroller  of  the  Currenct, 

Washington,  D,  C,  July  10,  1897, 
Mr.  C.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D,  C, 

Sir:  The  report  of  an  examination  of  this  bank  made  on  the  17th  ultimo  has  been 
received,  and  the  following  matters  reported  therein  appear  to  be  subject  to  criticism 
or  conunent: 

First.  Loans  exceeding  the  limit  prescribed  by  section  5200,  United  States  Revised 
Statutes. 

Excessloan  No.  6 $58,800.00 

Excess  loan  No.  6,  first  criticism  of  this  borrower $6, 161. 30 

Excess  loan  No.  6  (member  of  firm),  first  criticism  of  this  bor- 
rower   53, 000. 00 

59, 161. 30 

Second.  The  depositors'  pass  books  are  balanced  by  the  bookkeeper.  This  is  a 
dangerous  practice. 

Some  arrangement  should  be  made  to  have  the  depositoiB' pass  books  balanced  and 
compared  witn  the  individual  regularly  by  some  one  who  does  not  receive  deposits 
nor  keep  the  individual  ledger. 

Third .  The  individual  ledger  bookkeepers  are  not  rotated .  They  should  be  directed 
to  exchange  ledgers  from  time  to  time  without  previous  notice. 

Fourth.  On  March  26,  last,  there  was  a  discrepancy  of  $2,532.18  between  the  indi- 
vidual and  general  ledgers,  which  should  be  reconciled  without  delay.  This  may  be 
the  result  ofnot  employing  a  sufficient  number  of  clerks. 

Please  bring  this  conmiunication  to  the  immediate  attention  of  the  directon  for 
consideration,  and  request  them  to  unite  in  making  prompt  reply  over  their  individ- 
ual signatures. 

Respectfully,  yours,  • 

GEO..M.  Coffin, 
Deputy  and  Adting  CcfmptrolXer, 
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The  Riogs  National  Baj^k  of  Washington,  D.  C. 

T^ashington,  D.  C,  July  15,  1897. 

The  honorable  the  Comptroller  op  the  Currency, 

City. 

Sir:  Your  communication  of  tjhe  10th  instant  was  duly  received  and  will  have 
attention  in  due  course.    Several  members  of  the  board  of  directors  are  absent  from 
the  city,  and  upon  their  return  a  reply  will  be  made. 
Very  respectfully,  yours, 

Arthur  T.  Brice,  Cashier. 


Treasury  Department, 
Office  of  the  Comptroller  op  the  Currency, 

WashingUm,  D.  C.,  August  t8,  1897, 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  You  are  respectfully  advised  that  the  cashier*s  reply  to  office  letter  of  July  10, 
with  regard  to  the  con^lition  of  this  bank  at  the  time  of  a  recent  examination  has  been 
received. 

Please  see  that  reply  to  said  letter,  signed  jointly  by  the  directors  of  the  bank,  is 
made  without  further  dely. 
Respectfully,  yours, 

Geo.  N.  Coffin, 
Deputy  and  Acting  Comptroller. 


Riogs  National  Bank  of  Washington,  D.  C. 

Washington,  D.  C,  August  SO,  1897. 

The  honorable  the  Comptroller  op  the  Treasury,  Ciifi. 

Sir:  Responding  to  your  letter  of  August  28  instant,  we  respectfully  acknowl- 
edge the  receipt  of  your  communication  of  July  10  last  with  regard  to  the  condition 
of  this  bank  at  the  time  of  the  recent  examination. 

Owing  to  the  absence  of  our  directors,  this  formal  acknowledgment  has  necessarQy 
been  delayed. 

Very  respectfully,  yours, 

Chas.  C.  Gloveb. 
James  M.  Johnston. 
Wm.  J.  Flather. 
Arthur  T.  Brice. 


Treasury  Department, 
Office  of  the  Cobcptroller  of  the  Treasury, 

Washington,  D.  C,  April  It,  1898. 

Mr.  Chas.  C.  Glovbr, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  It  appears  from  the  report  of  condition  of  your  bank  on  February  18,.  1898,. 
that  the  following  loans  in  excess  of  one-tenth  of  its  capital  stock  have  been  made,  viz: 

Excess  loan  No.  2,  third  criticism  of  this  borrower $174,764.93 

Excess  loan  No.  7,  first  criticism  of  this  borrower 250, 000. 00 

Excess  loan  No.  9,  first  criticism  of  this  borrower 26, 500. 00 

Excess  loan  No.  9,  (firm)  first  criticism  of  this  borrower 42, 000. 00 

Excess  loan  No.  10,  first  criticism  of  this  borrower 52, 170. 72 

Excess  loan  No.  11,  first  criticism  of  this  borrower 51, 275. 0.0 

Excess  loan  No.  6,  second  criticism  of  this  borrower 57,925.00 

Excess  loan  No.  6,  (adm's)  second  criticism  of  this  borrower 13, 000. 00 

Excess  loan  No.  6,  (joint)  second  criticism  of  this  borrower 21, 927. 53 

Excess  loan  No.  12,  first  criticism  of  this  borrower 33, 440. 00 

Excess  loan  No.  12,  (trustee's)  first  criticism  of  this  borrower 82, 605. 00 

Excess  loan  No.  13 53, 000. 00 
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Section  5200  Umted  States  Revised  Statutes  prescribes  that  *'The  total  liabilities 
to  any  assoriation  of  any  person,  or  any  company,  corporation,  or  firm  for  money 
))orrowed,  including,  in  the  liabilities  of  a  company  or  firm,  the  liabilities  of  the 
several  members  thereof,  shall  at  no  time  exceed  one-tenth  part  of  the  amount  of  the 
capital  stock  of  such  association  actually  paid  in." 

These  loans  should  be  reduced  to  the  lawful  limit  as  soon  aa  practicable.     Please 
inform  me  at  an  early  day  the  reason  for  these  violations  of  the  statute,  and  also  ^at 
you  know  with  regard  to  the  standing  of  the  borrowers. 
Respectfully,  yours, 

Geo.  M.  Cofpin,  Deputy  Comptroller. 


The  R1QG8  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  April  20,  1898. 

The  honorable  the  (Comptroller  of  the  Currency, 

Washington,  D,  C. 

'  Sir:  I  have  your  letter  of  the  I2th  instant  and  note  its  contents.  The  character 
and  standing  of  the  borrowers  named  in  your  letter  and  the  nature  of  the  collateral 
securities  held  for  those  loans  are  such  as  to  make  the  loans  undoubted  and  of  very 
desirable  character.  Since  our  last  report  one  of  these  loans  has  been  reduced  to  the 
statutory  limit. 

Very  truly,  yours, 

Arthur  T.  Brice,  Cashier. 


Treasury  Department, 
Comptroller  op  the  Currency, 

Washington,  April  t8,  1898. 
Mr.  0.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  this  bank  made  on  the  20th  instant  has  beeo 
received,  and  the  following  matters  reported  therein  are  subject  to  criticism  or  com- 
ment: 

First.  Loans  exceeding  the  limit  prescril)ed  by  section  5200,  United  States  Revised 
Statutes: 


• 


Excess  loan  No.  9,  second  criticism  of  this  borrower $21, 000. 00 

Excess  loan  No.  9  (member),  second  criticism  of  this  borrower.     71, 800. 00 

$92.  800. 00 

Excess  loan  No.  7,  second  criticism  of  this  borrower 250, 000. 00 

Excess  loan  No.  (J,  third  criticism  of  this  borrower 24, 427.  55 

Ext  ess  loan  No.  G  (member),  third  criticism  of  this  borrower. .     63, 000. 00 

87,427.55 

Excess  loan  No.  10,  second  criticism  of  this  borrower 51. 970. 72 

Excess  loan  No.  2,  fourth  criticism  of  this  borrower 251,  325. 42 

Excess  loan  No.  12,  second  criticism  of  this  borrower 36, 290. 00 

Excess  loan  No.  12  (trustee),  second  criticism  of  this  borrower.     85, 605. 00 

121,  895. 00 

Excess  loan  No.  11,  second  criticism  of  this  borrower 51, 250. 34 

Excess  loan  No.  14 50,108.34 

Excess  loan  No.  15 60, 033. 56 

Exc  ess  loan  No.  4,  second  criticism  of  this  borrower 132, 491. 71 

Second.  The  bank  holds  a  large  amount  of  stocks,  which  were  purchased  for  invest- 
ment. 

You  are  respectfully  advised  that  the  United  States  Supreme  Court  decided  during 
the  October,  1896,  term,  in  the  case  of  California  National  Bank  v.  Nat  Kennedy 
(167  U.  S.  362),  that: 

"The  power  to  purchase  or  deal  in  stock  of  another  corporation  is  not  expressly 
conferred  upon  national  banks,  nor  is  it  an  act  which  may  be  exercised  as  incidents 
to  the  powers  expressly  conferred.  A  dealing  in  stcx'ks  is  consequently  an  ultra  vires 
act,  and,  being  such,  it  is  without  efficacy." 
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All  shares  of  stock  purchased  for  investment  now  owned  by  the  bank  are  held  in 
plain  violation  of  law,  and  must  be  disposed -of  without  further  delay. 
An  early  reply  to  this  letter  is  requested. 
Respectfully,  yours, 

Charles  G.  Dawes,  Comptroller. 


The  Riggs  National  Bank  of  Washington,  D.  C, 
'  WdshingUm,  D.  C,  May  2,  1898. 

The  honorable  the  Comptroller  of  the  Currency, 

Washinytoriy  D.  C. 

Sir:  Your  communication  of  the  28th  instant  has  been  duly  received,  and  the  con- 
tents carefully  noted.  In  response  to  your  comments,  I  beg  leave  to  say  that  ever 
since  the  organization  of  the  bank  the  amount  of  investment  securities  carried  on  its 
books  have  been  gradually  disposed  of  when  their  sale  could  be  effected  to  advantage. 
It  is  our  wish  to  continue  this  policy,  and  to  have  the  institution  at  all  times  in  such 
excellent  condition  as  to  place  it  beyond  comment  or  criticism. 
Very  respectfully,  yours, 

Chas.  C.  Glover,  President. 


Treasury  Department, 
Office  op  Comptroller  op  the  Currency, 

Washington,  D.  C,  January  27,  1899. 
Mr.  Chas.  C.  Gix)ver, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  It  appears  from  the  report  of  condition  of  your  bank  on  December  1»  1898,  that 
the  following  loans  in  excess  of  one-tenth  of  its  capital  have  been  made,  viz,  11  items, 
aggregating  $941,527.59. 

Section  5200,  United  States  Revised  Statutes,  prescribes  that  "the  total  liabilities 
to  any  association  of  any  person,  or  of  any  company,  corporation,  or  firm  money 
borrowed,  including,  in  the  liabilities  of  a  company'  or  finn,  the  liabilities  of  the 
several  members  thereof,  shall  at  no  time  exceed  one-tenth  part  of  the  amount  of  the 
capital  stock  of  such  association  actually  paid  in.'' 

These  loans  should  be  reduced  to  the  lawful  limit  as  soon  as  practicable.    Please 
inform  me  at  an  early  day  the  reason  for  these  violations  of  the  statute,  and  also  what 
you  know  with  regard  to  the  standing  of  the  borrowers. 
Respectfully,  yours, 

Lawrence  O.  Murray, 

Deputy  Comptroller, 


Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  March  28,  1899. 
Mr.  C.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  this  bank  made  on  the  I5th  instant  has  been 
received,  and  the  following  matter  reported  therein  is  subject  to  criticism: 
Loans  exceeding  the  limit  prescribed  by  section  5200,  Revised  Statutes: 

Excess  loan  No.  9,  third  criticism  of  this  borrower $77, 399. 00 

Excess  loan  No.  9  (member),  third  criticism  of  this  borrower.    36, 701. 00 

$114, 100. 00 

Excess  loan  No.  10,  third  criticism  of  this  borrower 51, 970.  72 

Excess  loan  No.  7,  third  criticism  of  this  borrower 310, 000. 00 

Excess  loan  No.  2,  fifth  criticism  of  this  borrower 129, 543. 71 

Excess  loan  No.  8,  first  criticism  of  this  borrower 68, 149. 80 

Excess  loan  No.  16,  first  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  17,  first  criticism  of  this  borrower 59, 500. 00 

Excess  loan  No.  18,  first  criticism  of  this  borrower 69, 500. 00 

Excess  loan  No.  12,  third  criticism  of  this  borrower 106, 563. 00 

Excess  loan  No.  19,  first  criticism  of  this  borrower 106, 000. 00 

An  early  reply  to  this  letter  is  requested. 
Respectfully,  yours, 

Chas.  G.  Dawes, 

Comptroller. 
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The  Riogs  National  Bank  of  Washington,  D.  C, 

WaskingUm,  D,  C,  March  £9,  2S99. 

The  Comptroller  of  the  Currency, 

Washington^  D.  C. 

Sir:  Your  letter  of  the  28th  instant  is  received.  The  loans  enumerated  in  your 
letter,  included  in  our  bills  receivable,  are  all  of  exceptionally  good  character,  and 
amply  and  well  secured. 

Very  respectfully,  yours,  ^ 

Arthur  T.  Bricb, 

Ckimier. 

Treasury  Department, 
Comptroller  of  the  Currbmcy, 

Washington,  September  24,  1899, 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank, 

Washington,  D.  C 

Sir:  I  am  in  receipt  of  the  report  of  an  examination  of  the  Riggs  National  Bank, 
Washington,  D.  C,  made  August  24,  1899,  and  the  following  matters  appear  to  warrant 
comment  or  criticism: 

Lawful  money  reserve  deficient  in  bank.  $55,688. 

In  this  connection  your  attention  is  called  to  section  5191,  United  States  Revised 
Statutes: 

Excess  loan  No.  20,  tiiBt  criticism  of  this  borrower $94, 900. 00 

Excess  loan  No.  17,  second  criticism  of  this  borrower 59, 500. 00 

Excess  loan  No.  12,  fourth  criticism  of  this  borrower $122, 525.  OO 

Excess  loan  No.  12  (trustee),  fourth  criticism  of  this  bor- 
rower       20,311.00 

142,836.00 

Excess  loan  No.  7,  fourth  criticism  of  this  borrower 310, 000. 00 

Excess  loan  No.  8,  second  criticism  of  this  borrower 59, 253. 31 

Excess  loan  No.  8  (indorsed  for  G.  T.  D.,  jr.),  second  criti- 
cism of  this  borrower 45, 522.  75 

104,  776. 06 

Excess  loan  No.  10,  fourth  criticism  of  this  borrower 51, 970. 72 

Excess  loan  No.  10  (overdraft),  fourtli  criticism  of  this  bor- 
rower       19,627.45 

Excess  loan  No.  10  (indorsed  for  L.  IT.),  fourth  criticism  of 
this  borrower 40,000.00 

Excess  loan  No.  10  (indorsed  for  W.  P.  B.),  fourth  criticism 
of  this  borrower 106,000.00 

217, 598. 17 

Excess  loan  No.  21,  first  criticism  of  this  borrower 80, 000. 00 

Excess  loan  No.  6,  fourth  criticism  of  this  borrower 116,  739. 40 

Excess  loan  No.  16,  second  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  18,  second  criticism  of  this  borrower 79, 500. 00 

Excess  loan  No.  22,  first  criticism  of  this  borrower 52, 030. 00 

These  loans  should  be  reduced  to  the  limit  prescribed  by  section  5200,  United 
States  Revised  Statutes. 

Loans  secured  by  real  estate  mortgages: 

At  the  time  of  the  examination  the  bank  had  loans  secured  by  real  estate  amountiiig 
to  $310,338.40,  while  in  vour  sworn  report  of  condition  for  June  30,  1899,  no  amount 
appeared  in  the  schedule  of  loans  and  discounts  secured  by  real  estate  mortgages^ 
although  about  the  same  amount  was  then  held. 

It  appears  that  the  loans  are  made  through  the  firm  of  Glover  &  Johnston,  which 
is  comprised  of  yourself  and  the  two  vice  presidents  of  the  bank,  the  casn  being 
furnished  temporarily  by  the  bank,  and  that  the  notes  are  sold  to  customers  of  the 
bank  without  recourse  on  this  firm.  The  examiner  reports  that  at  least  $2,000,000 
of  this  paper  is  outstanding,  and  its  collection  and  management  is  under  the  superviflion 
of  the  collection  department  of  the  bank. 

The  criticism  as  to  tae  l^ality  or  illegality  of  these  loans  depends  entirely  upon 
whether  they  are  made  wholly  or  partly  upon  Ihe  security  of  the  real  estate  m<»tga^^ 
and  in  tliis  connection  your  attention  is  called  to  section  5137,  Ignited  States  Revifiea 
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Statutes,  which  provides  that  the  only  purpose  for  which  a  national  bank  may  lawfully 
acquire  a  mortgage  on  or  title  to  real  estate  is  *'by  way  of  security  for  debts  previously 
contracted." 
An  early  reply  to  this  letter  is  requested. 
Respectfully,  yoiurs, 

Charles  G.  Dawes,  Comptroller. 


The  Rioos  National  Bank  of  Washinoton,  D.  C, 

Washington,  D,  C,  September  16, 1899. 
Hon.  Charles  G.  Dawes, 

Comptroller  of  the  Currency,  Washington,  D,  C, 

Dear  Sir:  We  beg  to  acknowledge  the  receipt  of  your  fovor  of  14th  instant  in 
reference  to  the  recent  report  of  the  bank  examiner,  and  to  say: 

1.  As  to  deficiency  in  lawful  money  reserve  in  bankt 

That  was  only  temporary.  Our  present  reserve  in  bank  is  |963,000,  and  is 
$248,000  above  legal  requirements. 

2.  We  endeavor  to  keep  our  loans  as  nearly  as  possible  within  the  10  per  cent  limit, 
but  it  is  not  always  possible  to  do  so. 

3.  As  to  real  estate  loans: 

There  is  no  connection  between  the  loans  referred  to  in  paragraphs  1  and  2,  of  page  2 
of  yoiur  letter.  Those  referred  to  in  paragraph  1  only  exist  where  we  take  A 's  note  as 
collateral  security  for  B's  debt,  and  we  do  not  consider  A*s  note  less  valuable  as 
collateral  because  it  is  sometimes  secured  by  a  lien  on  real  estate.  Our  statement  of 
June  30  shows  a  loan  of  $500,  which  is  the  only  loan  we  hold  secured  by  real  estate, 
as  we  understand  the  meaning  of  the  statute. 

The  bank  has  no  interest  in  the  loans  referred  to  in  paragraph  2,  page  2,  of  your 
letter,  and  is  in  no  wav  liable  on  or  for  them.  These  loans  are  not  made  to  be  used 
as  collateral  for  loans  by  the  bank,  and  are  so  used  in  a  trifling  proportion  of  cases 
only.  When  given  (not  sold)  to  depositors  we  commonly  take  tnem  for  collection 
as  any  other  commercial  paper  or  bonds  would  be.  As  to  them  ^e  bank  has  only  the 
usual  responsibility  as  collecting  agents. 
Very  respectfully. 

Jambs  M.  Johnston^ 
Second  Vice  President. 


Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  March  12,  1900. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank, 

Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  yowr  bank  made  on  the  28th  ultimo  has  been 
received  and  nas  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed  by 
section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  17,  third  criticism  of  this  borrower $57, 125. 00 

Excess  loan  No.  20,  second  criticism  of  this  borrower 53, 901. 12 

Excess  loan  No.  12,  fifth  criticism  of  this  borrower 176,290.00 

Excess  loan  No.  8,  third  criticism  of  this  borrower 160, 963. 56 

Excess  loan  No.  21,  second  criticism  of  this  borrower 115, 000. 00 

Excess  loan  No.  23,  first  criticism  of  this  borrower 58, 386. 00 

ExceBB  loan  No.  22,  second  criticism  of  this  borrower 72, 030.00 

Excess  loan  No.  10,  fifth  criticism  of  this  borrower 207, 970. 52 

Excess  loan  No.  24,  first  criticism  of  this  borrower 100, 000. 00 

Excess  loan  No.  25,  first  criticism  of  this  borrower 52, 578. 75 

Excess  loan  No.  26,  first  criticism  of  this  borrower 69, 076. 52 

Excess  loan  No.  7,  fifth  criticism  ^  this  borrower 410,000.00 

Excess  loan  No.  6,  fifth  criticism  of  this  borrower 117,939.40 

The  examiner  reports  63  loans,  amounting  to  1282,405.65,  seciured  by  real  estate 
mortgages. 

It  appears  that  these  loans  are  made  upon  notes  discounted  for  the  makers  on  the 
security  of  other  notes  running  to  such  makers,  which  latter  notes  are  seciured  by  real 
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estate  mortgaffes,  and  that  the  bank  accepts  theee  mort^iage  notes  and  mortgages  as 
collateral  to  we  notes  discounted. 

While  it  is  true,  as  stated  by  the  bank,  in  reply  to  a  former  letter  of  this  office  in 
regard  to  such  loans,  that  none  of  the  collateral  notes  or  mortgages  in  question  run 
to  the  bank,  it  appears  to  be  likewise  true  that  the  only  security  involved  in  any  ol 
these  transactions  is  the  real  estate  mortgaged  to  secure  the  note  taken  as  coUatoil 
to  the  note  discounted,  as  it  is  not  assumed  that  the  bank  would  have  discounted 
anv  of  these  borrowers  *  notes  on  the  strength  of  the  makers  of  such  notes  alone  without 
indorsement  or  other  security,  or  on  the  strength  of  the  makers  of  the  collat^al  notes 
without  the  real  estate  mortgagee  behind  them. 

These  loans  are  therefore  made  in  contravention  of  section  5137 ,  United  Statei 
Revised  Statutes,  which  prohibits  a  national  bank  from  taldn^  real-estate  mortgagef 
as  security  for  loans  except  '*such  as  shall  be  mortgaged  to  it  in  good  faith  by  way  of 
securitv  for  debts  previously  contracted, ''  and  the  practice  of  making  such  mart^ige 
loans  snould  be  discontinued. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kanb,  Deputy  Comptroller. 


The  Rioos  National  Bank  of  Washinoton,  D.  C, 

WaskingUm,  D.  C,  March  27,  1900. 

The  honorable  the  Comptrollbr  of  the  Currenct, 

WoihingUmy  D.  C. 

Sir:  Your  letter  of  the  12th  instant  has  been  received. 

Referring  to  the  matters  to  which  my  attention  has  been  called,  I  beg  leave  to  say 
that  the  number  of  excess  loans  held  by  this  bank  will  be  largely  reduced  by  April  1, 
prox.,  on  which  date  the  whole  amount  loaned  to  the  (>tpitol  Traction  Co.  will  be 
paid  o£F. 

In  regard  to  the  loans  made  on  collateral  of  other  notes,  seciured  by  real  estate,  I 
beg  leave  to  say  that,  almost  without  exception,  the  notes  are  perfectly  good,  without 
any  security.    Some  of  them  are  indorsed  notes,  in  addition  to  the  real-estate  security; 
and  the  number  will  be  reduced  at  an  early  date. 
Very  respectfully, 

Chas.  C.  Glover,  President. 


Treasury  Departmeni;, 
Comptroller  op  the  Currency, 

Washington^  October  i7,  1900. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  ^our  bank  made  on  the  22d  ultimo  has  been 
received  and  nas  had  careful  consideration. 

At  the  time  of  the  pre\iou8  examination,  February  28,  1900,  loans  secured  by  real- 
estate  mor^:ages  were  reported  amounting  to  $282,405.65,  to  which  jrqur  attention  wis 
called  in  office  letter  of  March  12, 1900,  as  toeing  made  in  contraventioti  of  section  5137, 
United  States  Revised  Statutes.  The  examiner  now  reports  loans  of  the  same 
character  amounting  to  $435,904.04.  Yoiu*  attention  is  again  invited  to  the  section 
above  named,  whicn  provides  that  the  only  purpose  for  which  a  national  bank  may 
lawfully  take  a  mortgage  on  real  estate  is  ^'by  way  of  security  for  debts  previously 
contracted. "  As  the  mortgages  referred  to  do  not  appear  to  have  been  taken  for  thn 
piupose,  the  notes  should  be  disposed  of  or  other  security  obtained. 

Ine  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed 
by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  12,  sixth  criticism  of  this  borrower $188,211.00 

Excess  loan  No.  60 146,923.27 

Excess  loan  No.  2,  sixth  criticism  of  this  borrower 121, 178. 66 

Excess  loan  No.  19,  second  criticiam  of  this  borrowar 106,  ODD.  00 

Excess  loan  No.  24,  second  criticism  of  this  borrower 100, 000. 00 

Excess  loan  No.  8,  fourth  criticism  of  this  borrower 93, 957. 26 
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Excess  loan  No.  27,  first  criticism  of  this  borrower $82, 000. 00 

Excess  loAn  No.  18,  third  criticism  of  this  bOTrower 75, 200. 00 

Exceds  loan  No.  21,  third  criticism  of  this  borrower 80, 000. 00 

Excess  loan  No.  16,  third  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  26,  second  criticism  of  this  borrower 73, 035. 89 

Excess  loan  No.  20,  third  criticism  of  this  borrower 72, 301. 12 

Excess  loan  No.  22  (et  al.),  third  criticism  of  this  borrower.  |60, 000. 00 

Excess  loan  No.  22,  third  criticism  of  this  borrower 54, 743. 75 

114, 743. 75 

Excess  loan  No.  17,  fourth  criticism  of  this  borrower 57, 125. 00 

Excess  loan  No.  9,  fourth  criticism  of  this  borrower 57, 000. 00 

Excess  loan  No.  28,  first  criticism  of  this  borrower 66, 780. 88 

Excess  loan  No.  10,  sixth  criticism  of  this  borrower 51, 970. 72 


An  early  reply  to  this  letter  is  requested. 
Respectfully, 


1, 561, 427. 43 


T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 


The  Riogs  National  Bank  op  Washinoton,  D.  C. 

Waskingtony  D.  C,  October  2S,  1900. 

The  honorable  the  Comptroller  op  the  Currency, 

Washingtony  D.  C. 

Sir:  I  have  your  letter  of  the  17th  instant,  calling  attention  to  the  report  of  the 
bank  examiner  of  an  examination  of  the  Rigss  Natioiml  Bank  on  September  22, 1900. 

Noting  the  comments  in  your  letter,  1  begleave  to  say  that  throu^  some  misunder- 
standing on  the  part  of  the  examiner,  the  amount  loaned  on  real  estate  securities  is 
fixed  at  $435,904.04. 

To  make  a  correct  showing,  that  amount  should  be  reduced  to  the  sum  of  $222,023. 

The  following  loans,  not  being  secured  by  real  estate,  are  erroneously  included  in  the 
examiner's  report,  to  wit: 

A,  secured  by  stocks,  etc $10,000.00 

B,  and  others,  3-name  note 23, 162. 32 

C,  secured  by  stocks 3, 000. 00 

D,  indorsed  note — since  paid 3, 000. 00 

E,  collaterals 8, 500. 00 

F,  four-name  note 12, 500. 00 

G,  four-name  note : 8, 019. 36 

H  ($10,000,  indorsed  note) 8, 019. 36 

I,  collaterals 10,000.00 

J,  collaterals 10, 000. 00 

K,  indorsed  note 4, 000. 00 

L.  listed  $6,000,  sho«ld  be  $2,500 3, 500.00 

M,  listed  $9,000,  should  be  $7,500 1,500.00 

N,  collateral-corporation  note 17, 565. 00 

O,  collateral-corpoxadon  note 26, 350. 00 

P,  collateral-corpcMration  note 21, 620. 00 

Q,  collateral-coiporation  note 16, 250. 00 

R,  collateral-corporation  note 19, 695. 00 

8,  listed  twice 7,300.00 

213, 881. 04 

From  this  you  will  see  that  the  amount  of  )puis  secured  by  notes  secured  by  mort- 
gagesy^is  being  materially  reduced,  rather  than  increased. 
Very  respectfully, 

Chas.  C.  Glover^ 

Pretiident, 
144836—19 48 
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Treasury  Department, 
Office  of  the  Comptroller  of  the  Oubrknct, 

Washington f  D.  C,  January  30,  1901. 
Mr.  Chas.  C.  Glover, 

President  Riggs  National  Bank,  Washington^  D.  C, 

Sir:  It  appears  from  the  report  of  condition  of  ^nr  bank  on  December  13,  1900, 
that  the  following  loans  in  excess  of  one-tenth  of  its  capital  stock  have  been  made, 
viz:  Thirty-one  loans-,  aggregating  $1,728,538.46. 

Section  5200,  United  c^tes  Revised  Statutes,  prescribes  that  "the  total  liabilities  to 
any  association  of  any  person,  or  of  any  company,  corporation,  or  firm,  for  mooej 
borrowed,  including,  m  the  liabilities  of  a  company  or  firm,  the  liabilitiefl  of  the  sev- 
eral members  thereof,  shall  at  no  time  exceea  one-tenth  part  of  the  amount  of  the 
capital  stock  of  such  association  actually  paid  in." 

These  loans  should  be  reduced  to  the  lawful  limit  without  delay. 
Respectfully, 

T.  P.  Kane,  DejnOg  CnmptroUer. 


Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  April  S,  1901. 
Mr.  C.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  It  appears  from  the  report  of  condition  of  your  bank  on  February  5,  1901,  that 
the  following  loans  in  excess  of  one-tenth  of  its  capital  stock  have  been  made,  vis: 


Twenty-one  loans,  aggr^ting  $1,808,449.16. 
Section  5200,  United  Sta 


>tates  Revised  Statutes,  prescribes  that ''  the  total  liabilities  to 
any  association  of  any  person,  or  of  any  company,  corporation,  or  firm  for  money  bor- 
rowed, including,  in  the  liabilities  of  a  company  or  firm,  the  liabilities  of  the  aeveial 
members  thereof,  shall  at  no  time  exceed  one-tenth  part  of  the  amount  of  the  dqutal 
stock  of  such  association  actually  paid  in.'' 
These  loans  should  be  reduced  to  the  la^-iul  limit  without  delay. 
Respectfully,  yours, 

T.  P.  Kane,  Deptdy  ComptroXUr. 


Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  May  9, 1901. 
Mr.  CHARiiES  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank,  made  on  the  22d  ultimo,  has  been 
received  and  has  had  careful  consideration.  ^ 

Tlie  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed  bf 
section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  9,  fifth  criticism  of  this  borrower $73, 050. 00 

Excess  loan  No.  9  (firm),  fifth  criticism  of  this  borrower 33, 000. 00 

$106,050.00 

Excess  loan  No.  12,  seventh  criticism  of  this  borrower 108»  348. 00 

Excess  loan  No.  22,  fourth  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  8,  fifth  criticism  of  this  borrower 154, 079.08 

Excess  loan  No.  29 69, 400.00 

Excess  loan  No.  10,  seventh  criticism  of  this  borrower 140, 073. 70 

Excess  loan  No.  24,  third  criticism  of  this  borrower 100, 000. 00 

Excess  loan  No.  30,  first  criticism  of  this  borrower 65, 000. 00 

Excess  loan  No.  25,  second  criticism  of  this  borrower 56, 321. 65 

Excess  loan  No.  28  (joint),  second  criticism  of  this  borrower 100, 000. 00 

Excess  loan  No.  28,  second  criticism  of  this  borrower 39, 052. 46 

Excess  loan  No.  31,  first  criticism  of  this  borrower 60, 000. 00 

Excess  loan  No.  32,  first  criticism  of  this  borrower 112, 531. 90 
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Excess  loan  No.  26,  third  criticism  of  this  borrower $67,265.  80 

Excess  loan  No.  18,.  fourth  criticism  of  this  borrower 92, 000. 00 

Excess  loan  No.  16,  fourth  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  6,  sixth  criticism  of  this  borrower 188, 016. 39 

Excess  loan  No.  2,  seventh  criticism  of  this  borrower 134, 738. 44 

The  examiner  states  that  loans  secured  by  real  estate  amounted  to  about  |400,000, 
the  security  for  the  greater  portion  nmning  to  employees  of  the  bank.  This  amount 
is  slightly  below  the  amount  reported  at  the  time  of  the  previous  examination,  but 
greatly  in  excess  of  the  amount  stated  in  your  letter  of  October  23.  1900.    The  loan 

to which  you  stated  was  secured  by  stocks,  etc.,  is  now  reported  to  be  secured  by 

deed  of  trust  and  assigned  mortgagee,  and  must  therefore  be  included  with  the  loans 
secured  by  real  estate.  Your  attention  is  again  called  to  the  provisions  of  section 
5137,  United  States  Revised  Statutes,  in  connection  with  these  loans. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kane,  Deputy  Comptroller. 


Treasury  Department, 
gomttrollbr  of  the  currbnct, 

Washington,  October  26,  190U 
Mr.  Charles  Q.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  14th  instant,  has  been 
received,  and  has  had  careful  consideration. 

/While  the  average  reserve  for  30  days  preceding  the  examination  was  sufficient, 
thiefe  was  a  deficiency  of  ^5,608  on  the  <|ay  of  the  examination  in  t^e  lawful  money 
reserve.  In  this  connection  your  attention  is  called  to  section  5191,  United  States 
Revised  Statutes. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed  by 
section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  28,  third.critix:ism  of  thip  borrower $167, 552. 46 

Excess  loan  No.  28  (joint),  third  criticism  of  this  borrower.  100, 000. 00 

$267, 562. 46 

Excess  loan  No.  6,  seventh  criticism  of  this  borrower 188, 016. 39 

Excess  loan  No.  8,  sixth  criticism  of  this  borrower 154, 079. 68 

Excess  loan  No.  10,  eighth  criticism  of  this  borrower ^46, 573. 70 

Excess  loan  No.  22,  fifth  criticism  of  this  borrower 60, 368. 75 

Excess  loan  No.  22  (et  al.),  fifth  criticism  of  this  borrower. . .    60^  000. 00 

120,368.75 

Excess  loan  No.  12,  eighth  criticism  of  this  borrower 108, 848. 00 

Excess  loan  No.  9,  fi^th  criticism  of  this  borrower 42, 000. 00 

Excess  loa»n  No.  9  (firin),  fifth  criticism  of  this  borrower —    63,  .000. 00 

105,000.00 

Excess  loaji  No.  24,  fourth  criticism  of  this  borrower 100, 000. 00 

Excess  loan  No.  18,  fiith  criticism  of  this  borrower 92, 000. 00 

Excess  loan  No.  16,  fifth  criticism  of  thip  borrower 75, 000. 00 

Excess  loan  No;  26,  fourth  criticism  6i  this  borrow^ 71, 775. 66 

Excees  loa>n  No.  21,  fourth  criti«.ism  of  this  borrower 70, 000  00 

Excess  loan  No.  23,  second  criticism  of  this  borrower 67, 505. 49 

Excess  loan  No.  33,  first  criticism  of  this  borrower 65, 939  37 

Excess  loan  No.  34,  first  criticism  of  this  borrower 65, 500.  29 

Excess  loan  No.  30,  second  criticism  of  tjhis  borrower 65, 000. 00 

Excess  loan  No.  35,  first  criticism  of  this  borrower 61, 600. 00 

Excess  loan  No.  31,  second  criticism  of  this  borrower 60, 000. 00 

Excess  loan  No.  25,  third  critii  ism  of  this  borrower 56, 351. 25 

Excess  loan  No.  2,  eigh1;h  criticism  of  this  borrower 54, 600. 03 

Excess  loan  No.  27,  second  sriticism  of  this  borrower 54, 000. 00 

The  examiner  reports  various  loans  aggregating  $203,700  secured  by  notes  as  col' 
lateral  which  are  in  turn  secured  by  real  estate.    Reference  is  made  to  what  was  said 
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upon  loans  of  this  character  in  office  letter  of  May  9, 1901,  in  which  it  is  held  these  loans 
are  in  contravention  of  seNCtion  5137,  United  States  Revised  Statutes. 

No  reply  has  l)een  received  to  the  last  office  letter  addressed  to  your  bank,  regarding 
its  condition  as  shown  by  the  examiner's  report  at  that  time,  and  an  early  reply  to  this 
letter  is  requested, 
Respectfully, 

Wm.  B.  Ridoeley,  Comptroller, 

The  Riogs  National  Bank  of  Washington,  D.  C. 

Washington,  D.  C,  October  ^8,  J901. 

The  honorable  the  Comptroller  of  the  Currency, 

WoihingUm,  D.  C. 

Sir:  We  have  to  acknowledge  the  receipt  of  your  letter  of  the  25th  instant  and,  also, 
in  due  course,  your  letter  of  May  9  last.  We  note  the  contents  of  these  two  letters  and 
be^  leave  to  say  that  they  will  have  respectful  attention. 

The  number  of  loans  made  secured  by  notes^themselves  secured  by  real  estate 
mortj^£^^ — has  largely  decreased  since  the  last  examination  by  the  bank  examiner, 
and  It  IS  our  policy  to  reduce  the  amount  as  much  as  possible.  These  loans  are  only 
made  to  oxii  best  borrowers  and  upon  ample  security.  The  deficiency  in  cash  on  the 
day  the  bank  examiner  called  only  existed  for  that  day.  The  reserve  in  bank  and 
w^th  reserve  agents  is  constantly  largely  in  excess  of  the  requirements  of  the  statute. 
Very  respectfully, 

Arthur  T.  Brice,  Caskia. 


Treasury  Department, 
Office  of  the  Comptroller  of  the  treasury, 

Washington,  May  i,  J90S, 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank,  made  on  the  22d  ultimo,  has  been 
received  and  has  had  careful  consideration. 

The  follo>^infi^  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed  by 
section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  6,  eighth  criticism  of  this  borrower $265, 016. 39 

Excess  loan  No.  8,  seventh  criticism  of  this  borrower 189i,  937. 18 

Excess  loan  No.  18,  sixth  criti(  ism  of  this  borrower 153, 500. 00 

Excess  loan  No.  10,  ninth  criticism  of  this  borrower 145,  573. 70 

Excess  loan  No.  22,  sixth  critic  ism  of  this  borrower 120, 368  75 

Excess  loan  No.  12,  ninth  criticism  of  this  borrower 115, 098. 00 

Excess  loan  No.  36,  first  critic  ism  of  this  Iwrrower 114,  970. 00 

Excess  loan  No.  2,  ninth  criri<  ism  of  this  borrower 114, 520. 34 

Excess  loan  No.  ,T2,  sec ond  criticism  of  this  borrower Ill,  36&  65 

Excess  loan  No.  24,  fifth  critic  ism  of  this  borrower 100, 000. 00 

Excess  loan  No.  21,  fifth  critic  ism  of  this  borrower 97,  OOOl  00 

Excess  loan  No.  37,  first  critic  ism  of  this  borrower 90, 368. 75 

Excess  loan  No.  31,  third  criticism  of  this  borrower 80, 000. 00 

Excess  loan  No.  16.  sixth  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  26,  fifth  criticism  of  this  borrower 72,  OOt  60 

Excess  loan  No.  38 67,  225. 00 

Excess  loan  No.  33,  second  criticism  of  this  borrower 62, 320. 25 

Excess  loan  No.  35,  second  criticism  of  this  borrower 61, 600. 00 

Excess  loan  No.  35,  third  criticism  of  this  borrower 59, 457. 25 

Excess  loan  No.  25.  fourth  criticism  of  this  borrower 56,  351. 25 

The  bank  has  made  investment  in  stock  of  other  corporations  as  follows: 

601  shares  of  Capital  Traction  Co $59, 895. 35 

350  shares  of  Arlington  Fire  Insurance  Co 7, 000. 00 

500  shares  Columbia  Fire  Insurance  Co 2,  500. 00 

100  shares  National  Union  Fire  Insurance  Co 500. 00 

290  shares  Peoples  Fire  Insurance  Co 1. 450. 00 

500  shares  Riggs  Fire  Insurance  Co 2,  500. 00 

1,757  shares  Columbia  Title  Insurance  Co 8. 697. 15 

32  shares  Real  Estate  Title  Insurance  Co 2. 880. 00 

OSahAres  Pennsylvania  Telephone  Co 1^  911. 13 

-■^Ssb&ree  Washington  Gas  Light  Co 3, 035. 37 
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The  Riggs  National  Bank  op  Washington,  D.  C, 

Washington,  D.  C,  September  19 y  1902, 

The  honorable  the  Gomptroli.er  op  the  Currency, 

Washington,  D.  C. 

Sir:  I  hand  you  herewith  a  statement  of  the  condition  of  the  Riggs  National  Bank 
of  Washington,  D.  C,  at  the  close  of  business  September  15,  1902,  as  per  your  call. 

I  beg  leave  to  call  your  attention  to  the  fact  that  while  the  reserve  m  bank  was  low 
on  that  date,  it  has  since  and  is  now  above  the  lawful  requirement. 
Very  respectfully, 

Arthur  T.  Brice, 

Cashier. 


Treasury  Department,  Oppice  op  Comftroller  op  the  Currency, 

Washington,  October  t7,  1902. 
Mr.  Charles  C.  Glover, 

President  The  Riggs  National  Bank, 

Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank,  made  on  the  20th  instant,  has  been 
received,  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed  by- 
section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  39,  first  criticism  of  this  borrower $236, 130.  dS 

Excess  loan  No.  6,  ninth  criticism  of  this  borrower 205, 016.  3^ 

Excess  loan  No.  8,  eighth  criticism  of  thi6  borrower 165, 937. 18 

Excess  loan  No.  18,  seventh  criticism  of  this  borrower 153, 500.  00 

Excess  loan  No.  10,  tenth  criticism  of  this  borrower 140, 573.  70 

Excess  loan  No.  22,  seventh  criticism  of  this  borrower 130, 368.  75 

Excess  loan  No.  21,  sixth  criticism  of  this  borrower 115, 750.  OO 

Excess  loan  No.  40,  sixth  criticism  of  this  borrower Ill,  368.  65 

You  are  re8i>ectfully  advised  that  the  United  States  Su})reme  Court  in  the  case  of 
California  National  Bank  v.  Kennedy  (167  U.  S.,  362),  decided  that — 

"The  power  to  purchase  or  deal  in  stock  of  another  corporation  is  not  expressly 
conferred  upon  national  banks,  nor  is  it  an  act  which  may  be  exercised  as  incidental 
to  the  powers  expressly  conferred.  A  dealing  in  stocks  is  consequently  an  ultra  vires 
act  ana  being  such  it  is  without  efficacy." 

As  such  investments  can  not  be  la^ully  made  by  a  national  bank,  these  stocks 
should  be  disposed  of. 

lioans  amounting  to  $211,929.58  are  secured  by  collateral  notes  which  are  in  turn 
secured  by  real  estate.  Your  attention  is  again  called  to  section  5137,  United  States 
Revised  Statutes,  which  prohibits  national  banks  from  making  loans  on  real  estate 
securitv,  and  this  prohibition  applieis  to  loans  made  indirectly  upon  real  estate  security 
as  mucii  as  to  those  made  directly  on  such  security.  As  these  loans  are  made  in  con> 
travention  of  law  they  should  be  disposed  of. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller. 


The  Riggs  National  Bank  op  Washington.  D.  C, 

Washington,  B.C.,  May  t,  1902, 

The  honorable  the  Comptroller  op  the  Currency, 

Washington,  D.  C. 

Sir:  I  have  your  letter  of  the  first  instant  and  note  its  several  contents.    The  matters 
referred  to  in  your  letter  will  have  our  attention. 
Very  respectfully, 

Chas.  C.  Glover^ 

President. 
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ExcesB  loan  No.  41 $100, 000. 00 

Excefis  loan  No.  31,  fourth  criticiflm  of  this  borrower 80, 000. 00 

Excess  loan  No.  16.  seventh  criticism  of  this  borrower 75, 000. 00 

Excess  loan  No.  2.  tenth  criticism  of  this  borrower 75, 602. 12 

Excess  loan  No.  25,  fifth  criticism  of  this  borrower 68, 002. 50 

Excess  loan  No.  26,  sixth  criticism  of  this  borrower 67, 485. 52 

Excess  loan  No.  35,  tliird  criticism  of  this  borrower 61, 600. 00 

Excess  loan  No.  30,  second  criticism  of  this  borrower 58, 500. 00 

Excess  loan  No.  33,  third  criticism  of  this  borrower 54, 931. 50 

Excess  loan  No.  30,  fourth  criticism  of  this  borrower 65, 457. 25 

The  bank  is  still  carrying  a  lai^e  number  of  loans,  amounting  to  $179,457.65,  for 
which  real  estate  notes  have  been  accepted  as  collateral  security.  These  loans  ahould 
be  disposed  of.  as  these  loans  were  made  in  contravention  of  section  5137,  United 
States  Revised  Statutes,  which  prohibits  national  banks  from  making  loans  on  real 
estate  security. 

The  bank  owns  stocks  of  other  corporations  which  were  purchased  as  inveetmento. 
These  stocks  should  be  disposed  of  as  such  investment  can  not  be  lawfully  made  by  a 
national  bank. 
An  early  reply  to  this  letter  is  requested. 
Respectfullv, 

P.  T.  Kane, 
Deputy  CamptroUer. 

The  Rioos  National  Bavk  op  Washington,  D.  C 

WashingUm,  D.  C,  October  SI,  190* 

The  honorable  the  Comptroller  op  the  Currency, 

Washmgton,  D.  C, 

Sir:  We  have  your  letter  of  the  27th  instant  and  we  note  the  contents.  In  reply 
thereto,  we  beg  to  say  that  the  comments  which  you  make  will  have  due  note  and 
attention. 

Very  respectfully. 

Arthur  T.  Brice,  Cashier. 


Treasury  Department. 
Oppice  op  the  Comptroller  op  the  Currency. 

Washington,  D.  C,  Decembrr  4.  190*. 

Mr.  C.  C.  Glover, 

President  Riggs  National  Bank. 

Washingtonj  D.  C. 

Sir:  Ui>on  examination  of  your  report  of  condition  for  November  25,  1902,  it  is 
found  that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount  which 
can  be  counted  as  lawful  monev  reserve,  there  was  a  deficiency  of  $141,100  in  the 
amount  required  to  be  kept  in  tfie  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195.  United  States  R€»\ised 
Statutes,  which  prescribe  that  of  the  reserve  rec^uired  to  bo  held  by  banks  of  the  15 
per  cent  class,  three-fifths  may  crmsist  of  balances  due  from  approved  reserve  agents, 
leaving  two-fifths  to  be  held  in  bank;  and  of  that  required  to  be  held  by  banks  of  the 
25  per  cent  class,  one-half  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  one-half  to  be  held  in  bank. 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good  without 
delay  and  to  advise  this  office  when  this  has  been  done. 

Respectfullv. 

T.  P.  Kane, 

Deputy  Comptroller. 

The  Riggs  National  Bank  op  Washington,  D.  C, 

Washingixm,  D.  C,  December  5,  190i. 

The  honorable  the  Comptroller  op  the  Currency, 

Washington,  D.  C. 

Sir:  Your  letter  of  December  4  is  received  and  contents  duly  noted.  In  reply 
thereto,  we  beg  to  say  that  the  deficiency  in  our  lawful  money  reserve  was  but  tem- 
porary, due  to  the  necessity  for  accumulating  a  latge  amount  of  reser\'e  with  our  New 
York  agents.    The  amount  has  since  been,  and  is  now,  above  the  l^al  requirement 

Very  respectfully, 

Ci^Lka.  Q.  Glovbb,  Pr€9idenL 
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Tbbasurt  Dbpartmbnt, 
Opficb  of  the  Comptroller  of  the  Currency, 

Washington,  D,  C,  February  IS^  190S. 
Mr.  C.  C.  Glover, 

President  Riggs  National  Bank, 

WashingUm,  D.  C. 

Sir:  Upon  examination  of  your  report  of  condition  for  February  6, 1903.  it  is  found 
that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount  wnich  can  be 
counted  as  lawful  money  reserve,  there  was  a  deficiency  of  $66,200  in  the  amount 
required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised  Stat- 
utes, which  prescribe  that  of  the  reserve  required  to  be  held  by  banks  of  the  15  per 
cent  class,  tnree-fifths  may  consist  of  balances  due  from  approved  reserve  agentsj 
leaving  two-fifths  to  be  held  in  bank;  and  of  that  required  to  be  held  by  banks  of 
the  25  per  cent  class,  one-half  may  consist  of  balances  due  from  approved  reserve 
agents,  leaving  one-half  to  be  held  in  bajik..    . 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good  with- 
out delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 


The  Rioos  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  February  16, 190S. 
The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 
Sir:  Your  letter  of  the  13th  instant,  calling  our  attention  to  a  deficiency  in  the 
amount  of  lawf\il  reserve  in  bank  on  February  6,  has  been  received.    In  reply,  we 
bee  to  say  that  the  deficiency  was  more  than  made  up  on  the  9th  instant,  wnen  we 
had  in  the  bank  an  excess  over  the  amount  required. 

On  the  date  named  in  your  letter,  we  had  with  our  reserve  banks  a  total  credit 
balance  of  $1,406,000 — ^nearlv  double  the  amount  required  by  law;  and  our  diortage 
of  cash  in  b&nk  was  due  to  Treasury  deposits  for  account  of  our  corresponding  banks. 
Very  respectfully, 

Chas.  C.  Glover,  PreMent, 


Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  April  15, 190S, 
Mr.  Arthur  T.  Brice, 

Cashier  Riggs  Natiimal  Bank, 

Washington,  D.  C. 
Sir:  Upon  examination  of  the  report  of  condition  of  your  bank  for  April  9^  1903, 
it  is  founa  that  the  liabilities  of  the  oank  for  United  States  bonds  borrowed  amounted 
to  $3,100,000,  an  amount  greatly  in  excess  of  the  capital  stock. 

Your  attention  is  callcwL  to  section  5202,  Uniteci  States  Revised  Statutes,  which 
prescribed  that — 

^'No  association  shall  at  any  time  be  indebted,  or  in  any  way  liable,  to  an  amount 
exceeding  the  amount  of  its  capital  stock  at  sucii  time  actually  paid  in"  except  on 
account  of  certain  demands  therein  named. 

The  above  liabilities  should  therefore  be  reduced  to  the  lawful  limit  without  delay. 
You  are  requested  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller, 


758  NOMINATIOK  OF  JOHH  SKELIOK  WIIUA1C8. 

Thb  R1008  National  Bank  of  Washinoton,  D.  C, 

WaMngUm,  D.  C,  ApnL  17,  190S. 
The  Hon.  the  Gomftrollbb  of  thb  Gurrenct, 

WaskingUm,  D.  C. 

Sib:  Acknowlednng  your  letter  of  the  15th  instant,  calling  the  attention  of  this 
ba^  to  section  5202,  United  States  Revised  Statutes,  with  reference  to  iton  of 
13,100,000  United  States  bonds  borrowed,  which  represent  an  amount  in  excos  of 
the  capital  stock,  I  have  the  honcv  to  write  that  the  matter  wiU  be  adjusted  withia 
the  course  of  two  or  three  days  to  the  satisfaction  of  the  office  of  the  Comptroller  of 
the  Currency. 

Your  attention  is  called  to  the  fact  that  $100,000  in  United  States  hoDda  bave 
already  been  withdrawn  as  security  fcnr  deposits,  leaving  the  amount  now  pledged  st 
13,000,000. 

very  respectfully, 

Abtkub  T.  Bricb,  CaMet. 


Tbbasubt  Dbpabtmsnt, 
Officb  of  thb  Gomptrollbr  of  thb  Curukct, 

WashingUm,  April  f7,  190$. 
Mr.  Ghablbs  G.  Glover, 

PrenderU  Riggs  National  Bankj 

WashingUm,  D,  C, 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  20th  inst.  has  been 
received,  and  nas  had  careful  consid^ation. 

The  followins^  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed  by 
section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  8,  ninth  criticism  of  this  borrower |165, 937. 18 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticiBm 50, 000. 00 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism 50,000.00 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism 50, 000. 00 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism 50, 000. 00 

Excess  loan  No.  8  (accommodation  for  G.  T.  D.)  ninth 

criticism 50,000.00 

$415, 937. 18 

Excess  loan  No.  42 300,000.00 

Excess  loan  No.  43 300,000.00 

Excess  loan  No.  44 :.  250,000.00 

Excess  loan  No.  39,  second  criticism  of  this  borrower 236, 130. 98 

Excess  loan  No.  6,  ninth  criticism  of  this  borrower 205, 000. 00 

Excess  loan  No.  45 200,000.00 

Excess  loan  No.  36,  third  criticism  of  this  borrower 159, 775. 00 

Excess  loan  No.  18,  eighth  criticism  of  this  borrower 153, 600. 00 

Excess  loan  No.  22,  ei^th  criticism  of  this  borrower 50, 000. 00 

Excess  loan  No.  22  (accommodation)  eighth  criticism  of 

this  borrower : 10, 368. 75 

Excess  loan  No.  22  (et  al.)  eighth  criticism  of  this  borrower. .      70, 000. 00 

130,368.75 

Excess  loan  No.  10,  eleventh  criticism  of  this  borrower 129, 573. 70 

Excess  loan  No.  28,  fourth  criticism  of  this  borrower 60, 000. 00 

Excess  loan  No.  28  (cash  item)  fourth  criticism  of  this 
borrower 62, 062. 50 

122,062.60 

Excess  loan  No.  2,  eleventh  criticism  of  this  borrower 116, 027. 03 

Excess  loan  No.  32,  third  criticism  of  this  borrower 113, 793. 24 

Included  in  the  excessive  loan  to (excess  loan  No.  8).  are  five  loans  to 

employees  of  the  bank  for  $50,000  each,  which  loans  are  secured  by  420  shares  eadi 

of  tne  stock  of  the  Capital  Traction  Co.  owned  by  Mr. and  were  made  for  his 

benefit.    These  loans  in  addition  to  constituting  an  excessive  loan  to  Mr.  , 

which  should  be  reduced  to  the  lawful  limit,  are  regarded  as  insufficiently  secuzed, 
the  makers  of  the  notes  being  financially  irresponsible  and  the  maigin  on  the  stock 
2JUfu£Scient. 
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The  bank  has  purchased  stocks  of  various  other  corporations.  You  are  again 
reminded  that  these  stocks  should  be  disposed  of  as  sucn  investments  can  not  be 
lawfully  made  b^  a  national  bank. 

Loan  aggregating  $167,267.99,  made  by  the  bank,  are  secured  by  real  estate  notes 
held  as  collateral.  Attention  is  asain  odled  to  the  fact  that  these  loans  should  be 
disposed  of,  as  section  5137,  Unitea  States  Revised  Statutes,  prohibits  national  banks 
from  making  loans  on  real  estate  security. 

A  number  of  irregular  items  are  reported  carried  in  the  cash  in  the  form  of  shares 
of  stock,  bonds,  notes,  etc.  These  items  should  be  eliminated  and  charged  to  their 
proper  accounts  and  the  practice  of  carrying  such  items  in  this  accoimt  a8>active 
cash  should  be  discontinued. 

It  appears  from  the  examiner's  report  that  the  bank  is  engaged  in  the  business 
of  buying  and  selling  stocks  and  bonds  on  commission. 

In  this  connection,  your  attention  is  invited  to  section  5136,  United  States  Revised 
Statutes,  which  enumerates  the  general  powers  of  a  national  banking  association  and 
to  the  decisions  of  the  courts  that  banks  can  exerdse  only  such  powers  as  are  expressly 

S em  ted  and  those  nec^earily  incidental  to  the  business  of  banking.    It  is  ultra  vires, 
erefore,  of  a  national  bank  to  deal  in  stocks  or  to  act  as  a  broKer  or  agent  in  the 
purchase  of  bonds  or  stocks. 
An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kane, 
Deputy  and  Acting  Comptroller, 


The  Rioos  National  Bank  op  Washington,  D.  C, 

Washington^  D.  C,  Apnl  SO,  1903. 

The  honorable  the  Comptroller  op  the  Currency, 

Washington,  D.  C. 

Sir:  Your  letter  of  the  22d  instant  is  received  and  contents  duly  noted.    Replying 

thereto,  I  b^  leave  to  say  that  Mr. (excess  loan  No.  8)  is  a  gentleman  ot  large 

fortune  and  responsibility,  and  upon  his  return  to  Washington,  in  a  few  days,  I  will 
see  that  additional  security  is  taken  from  him  to  cover  the  loans  mentioned. 

In  regard  to  the  loans  covered  by  real  estate  notes  as  collateral,  I  beg  leave  to  say 
that  we  are  gradually  reducing  this  amount  of  security.  This  class  of  security  is  not 
taken  by  us  as  a  matter  of  necessity,  but  as  an  additional  security  in  nearly  every 
instance.  When  we  make  a  loan  secured  by  real  estate  notes,  the  borrower  is  con- 
sidered to  be  of  good  standing  and  credit,  and.  in  the  great  majority  of  cases,  we 
should  loan  the  money  without  other  security  than  his  notes  of  nand,  based  on  per- 
sonal holdings  of  real  estate  or  other  property. 

The  bank  is  not  engaged  in  the  buying  and  selling  of  stocks,  bonds,  etc.,  on  its 
own  accoimt.  Two  of  the  officers  here  are  members  ofthe  local  board  and  their  serv- 
ices are  given  for  the  purchase  and  sale  of  securities  which  are  ordered  by  our  depositors 
from  time  to  time,  and  the  commissions  from  such  transactions  are  creditea  to  the 
commission  accoimt  of  the  bank.  This  service  has  become  incidental  to  our  deposit 
business  and  is  necessary,  in  order  to  accommodate  Uie  demands  of  our  depositors 
and  clients. 

The  items  temporarily  held  in  the  cash  for  stocks,  bonds,  etc.,  are  held  there  for  a 
short  time  only,  awaiting  a  check  for  the  purchase,  or,  in  cases  of  regular  local  sales, 
settlement  from  the  brokers  who  call  to  take  them  up  after  24  hours,  under  the  rules 
of  the  Stock  Exchange. 

The  writer  has  caOed  in  person  to  explain  to  your  office  a  number  of  the  details 
referred  to  in  your  letter,  which  he  does  not  think  necessary  to  repeat  in  this  letter. 
Very  respectfully, 

Chas.  C.  Glover, 

President. 
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The  Riggs  National  Bank  op  Washington,  D.  C, 

Washington^  D.  C,  June  IS,  190S. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  Replying  to  your  letter  of  June  12,  I  beg  leave  to  say  that  the  matter  lefeired 
to  therein  will  have  attention. 
Very  respectfully, 

Oh  as.  C.  Glovsr, 

Prendent. 


Treasury  Dbpartmbmt, 
Office  of  the  Comftroller  of  the  Ourrbnct, 

Washington,  November  19,  190S. 
Mr.  0.  C.  Glover, 

President  Riggs  National  Bank, 

Wa^ington,  D.  C. 

Sir:  The  report  of  an  examination  of  ^our  bank  made  on  the  9th  instant  has  been 
received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  jiiescribed 
by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  46 $400,000.00 

Excess  loan  No.  47,  first  criticism  of  this  borrower 400, 000. 00 

Excess  loan  No.  8,  tenth  criticism  of  this  borrower 315, 037. 18 

Excess  loan  No.  39,  third  criticism  of  this  borrower 236,130.96 

Excess  loan  No.  48 200,00000 

Excess  loan  No.  49 200,000.00 

Excess  loan  No.  28,  fifth  criticism  of  this  borrower 188,187.50 

Excess  loan  No.  6,  tenth  criticism  of  this  borrower 175, 000. 00 

Excess  loan  No.  18,  ninth  criticism  of  this  borrower 152,500.00 

Excess  loan  No.  50 15O,O0a00 

Excess  loan  No.  10,  twelfth  criticism  of  this  borrower 133*  573  70 

Excess  loan  No.  51 125,00a00 

Excess  loan  No.  22,  ninth  criticism  of  this  borrower 120,368.75 

Excess  loan  No.  52 117,293  24 

Excess  loan  No.  36,  fourth  criticism  of  this  borrower 100,800.00 

You  are  again  reminded  that  the  stocks  purchased  for  investment  should  be  dis- 
posed of,  as  such  investments  can  not.be  lawfully  made  by  a  national  bank. 
^  Loans  afi^Tegating  $173,277.65,  made  by  the  bank,  are  secured  by  real-estate  mort- 
gages hela  as  collateral.  Section  5137,  United  States  Revised  Statutes,  prohibits 
national  banks  from  making  loans  on  real-estate  security.  These  loans  shoaM  there- 
fore be  disposed  of. 

The  board  of  directors  have  only  held  three  meetings  since  the  last  examination, 
the  loans  and  discounts  are^not  approved  by  them,  all  loans  being  made  by  the  officen. 

In  order  to  fulfill  the  obligations  impoised  upon  them  by  law  and  their  oaths  of 
office,  the  directors  should  hold  regular  meetings  as  a  board  at  least  once  a  month, 
at  which  thev  should  examine  and  approve  all  loans  and  discoimts  and  advise  them- 
selves as  to  tne  condition  of  the  bank. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

Wm.  B.  Ridgblt,  Comptroller, 


The  Riggs  National  Bank  op  Washinoton,  D.  C, 

Washington,  D.  C,  Nov.  tO,  1905. 

The  Comptroller  op  the  Currency, 

Washington,  D.  C. 

Sir:  Your  letter  of  the  19th  instant  has  been  received. 

In  r^;ard  to  the  excess  loans  referred  to,  the  larror  volume  of  them  are  in  New 
York  call  loans,  secured  by  the  best  approved  collaterals,  and  are  made  fiom  our 
reserve  funds  there. 
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It  is  not  our  ciistom  to  make  loans  directly  on  real  estate  security.    We  are  carrying 
temporarily  some  loans  secured  by  notes  wnich,  in  turn,  are  secured  by  deed  of  trust 
on  real  property.    In  all  such  cases  we  depend  upon  the  personal  credit  of  the  makers 
of  the  notes,  in  addition  to  the  real  security. 
The  other  matters  referred  to  in  your  letter  will  have  due  attention. 
Very  truly,  yours, 

Ghas.  C.  Glover,  President. 


Tbeasubt  Department, 
Office  of  the  Gomftroller  of  the  Gurrenct, 

Washingtony  April  29 y  1904. 
Mr.  Charles  G.  Glover, 

President  the  Riggs  National  Bankj  Waskmgtony  D.  C 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  25th  instant  has  been 
Teceived  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed  by 
section  5200,  United  States  Revised  Statutes:  * 

Excess  loan  No.  8,  eleventh  criticism  of  this  borrower $315, 937. 18 

Excess  loan  No.  47,  second  criticism  of  this  borrower , 300, 000. 00 

Excess  loan  No.  53 250, 000.  00 

Excess  loan  No.  39,  fourth  criticism  of  this  borrower 236,  -13.  98 

Excess  loan  No.  54,  first  criticism  of  this  borrower 200, 000. 00 

Excess  loan  No.  6  eleventh  criticism  of  this  borrower 170, 000. 00 

Excess  loan  No.  18,  tenth  criticism  of  this  borrower 152, 500. 00 

Excess  loan  No.  10,  thirteenth  criticism  of  this  borrower 133, 573.  70 

Excess  loan  No.  22,  tenth  criticism  of  this  borrower 120, 368.  75 

Excess  loan  No.  32,  fourth  criticism  of  this  borrower 115, 793.  24 

You  are  again  reminded  that  the  stocks  of  other  corporations  which  were  acquired 
as  investments  should  be  disposed  of,  as  such  investments  can  not  be  lawfully  made 
by  a  national  bank. 

The  examiner  reports  46  loans  a^egatine  $134,402.65)  for  which  real  estate  notes 
are  held  as  collateral.  You  are  again  reminded  that  it  is  unlawful  for  a  national  bank 
to  make  loans  of  this  character,  and  such  loans  should  be  disposed  of  and  the  practice 
of  making  them  discontinued. 

The  examiner  also  reports  the  purchase  and  sale  of  stocks,  bonds,  etc.,  on  commis- 
sion. As  heretofore  advised  it  is  ultra  vires  of  a  national  bank  to  engage  in  this 
business,  and  this  practice  should  also  be  discontinued. 

A  loss  of  $2,671.48  is  estimated  on  ''bad  debts'*  as  defined  by  section  5204,  United 
States  Revised  Statutes.    All  losses  should  be  determined  and  promptly  charged  off. 

An  early  reply  to  this  letter  is  requested. 
Respectfully, 

Wm.  B.  RmoLET, 

Comptroller. 

The  Rioos  National  Bank  of  Wabhinoton,  D.  G., 

Washington,  D.  C,  May  S,  1904. 
The  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  Your  letter  of  April  29,  concerning  the  recent  examination  made  by  the  bank 
examiner  of  the  affairs  of  this  bank  has  l^n  received.    In  reply,  I  beg  leave  to  say 
that  the  various  matters  you  mention  shall  have  due  attention. 
Very  respectfully, 

Ghas.  G.  Glover, 

President. 

Treasurt  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D,  C,  June  16, 1904* 
Mr.  Ghas.  G.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  Upon  examination  of  your  report  of  condition  for  June  9,  1904,  it  is  found 
that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount  vliic\i  ^sss^X^ 
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counted  as  lawful  money  roBerve,  there  was  a  deficiency  of  $111,700  in  the  amount 
required  to  be  kept  in  the  bank. 

lou  are  respectfull^r  referred  to  sections  5192  and  5195,  United  Statea  Revised 
Statutes,  whicn  prescribe  that  of  the  reserve  required  to  be  held  by  banks  of  the  15 
per  cent  class,  three-fifths  may  consist  of  balances  due  from  approved  reeerve  agenti, 
leaving  two-fifths  to  be  held  in  bank;  and  of  that  required ,to  be  held  by  banks  of  the 
25  per  cent  class,  one-half  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  one-half  to  be  held  in  bank. 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good  without 
delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kank, 
Deputiy  Comptroller. 

Thb  Rioos  National  Bank  of  Washinqton,  B.  €., 

WathingUm,  2>.  C,  June  18^  1904, 

The  GOMPVBOLLER,  OF  THE  CURRENGT, 

Washington^  D.  C, 

Sir:  Your  communication  of  June  16  in  relation  to  the  deficiency  in  our  cash 
reserve  on  June  9,  has  been  received. 

In  reply  thereto  we  beg  leave  to  say  that  while  our  reserve  was  short  on  that  day,  it 
has  since  been  made  good.    On  the  13th  instant  our  bank  cash  reserve  was  $56,000 
more  than  the  requirements. 
Very  respectfully, 

Arthxtr  T.  Bricx,  CoMkier, 


Treasttrt  Department, 
Office  of  Comptroller  of  the  Gurrbngt, 

Wa^ington,  October  2t^  1904. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Banky  Washington,  Z>.  C. 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  18th  instant  has  been 
received  and  nas  had  careful  consideration. 

The  foUowinq:  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed 
by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  8,  twelfth  criticism  of  this  borrower $315, 937. 18 

Excess  loan  No.  39,  fifth  criticism  of  this  borrower 237, 230.  W 

Excess  loan  No.  54,  second  criticism  of  this  borrower 200, 000.  OD 

Excess  loan  No.  6,  twelfth  criticism  of  this  borrower 170, 000. 00 

Excess  loan  No.  18,  eleventh  criticism  of  this  borrower 152, 500. 00 

Excess  loan  No.  10,  fourteenth  criticism  of  this  borrower 133,  573.  70 

Excess  loan  No.  22,  eleventh  criticism  of  this  borrower 120, 368. 75 

Excess  loan  No.  32,  fifth  criticism  of  this  borrower 113, 798. 24 

Excess  loan  No.  21 ,  seventh  criticism  of  this  borrower 140, 000. 00 

The  stock  purchased  as  an  investment  by  your  bank  should  be  disposed  of;  as  it  is 
unlawful  for  a  national  bank  to  purchase  stock  of  other  corporations  as  an  investment. 

As  heretofore  advised,  the  bank  exceeds  its  corporate  powers  in  the  purcfaase  and 
sale  of  stocks,  bonds,  etc..  on  commiasion.  This  business  is  evidenced  by  the  char- 
acter of  cash  items  and  the  books  of  the  bank,  which  show  comnussiona  on  sales  and 
purchases  of  stocks  and  bonds,  as  well  as  on  real  estate  loans  ne^tiated.  It  is  ultra 
vires  of  a  national  bank  to  traffic  in  stocks  and  bonds  by  buying  and  selling  such 
securities  on  commission. 

The  items  of  stock  purchased  on  account  of  customers,  and  interest  due  on  demand 
l(Mms,  now  carried  in  cash  items  account,  should  be  transferred  to  the  proper  accounts 
without  delay,  and  this  use  of  cash  items  should  be  discontinued. 

Loans  agereptting  $99,052.65  are  seciu-ed  by  real-estate  notes.  These  loans  should 
be  disposed  oi  as  it  is  unlawful  for  a  national  bank  to  make  loans  on  or  to  discount 
paper  secured  directly  or  indirectly  by  real  estate. 

There  was  a  deficiency  of  $131,985  in  that  portion  of  the  lawful  money  reser\'e 
required  to  be  kept  on  hand.  In  this  connection  attention  is  called  to  section  5191, 
United  States  Revised  Statutes. 

An  early  reply  to  this  letter  is  requested. 
Eespectfully^ 

T.  P,  KiLKX, 
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Thb  Rigos  National  Bank  op  Washington,  D.  C, 

Washiimton,  D.  C,  October  U,  J 904. 
The  Comptroller  op  the  Currency, 

Washington,  D.  C. 

Sir:  Your  letter  of  the  22d  instant  has  been  received  by  me  and  contents  duly 
noted. 

With  respect  to  the  stocl^  purchased  as  an  investment  for  this  bank,  to  which 
you  invitea  my  attention,  I  b^  to  say  that  we  are  disposing  of  it  as  rapidly  as  the 
same  can  be  done  consistent  with  best  interests.  To  a  very  large  extent,  the  stock 
referred  to  was  inherited  from  the  old  firm  of  Riggs  &  Co. 

With  respect  to  commissions  on  sales  and  purchases  of  stocks  and  bonds,  I  beg 
to  advise  you  that  such  commissions  are  really  not  charged  by  the  bank.  The  old 
firm  of  Riggs  &  Co.  owned  seats  on  the  stock  exchange;  those  of  our  officers  who  were 
designated  to  hold  them  have,  in  consideration  of  loss  of  time  to  the  bank,  voluntarily 
turned  over  such  commissions  as  they  may  have  earned. 

The  other  matters  mentioned  in  your  letter  will  have  my  attention. 
Very  respectfully. 

Oh  AS.  C.  Glover^ 

President, 

Treasury  Department, 
Oppice  op  Comptroller  op  the  Currency, 

Washington,  May  S,  1905, 
Mr.  Chas.  C.  Glover, 

President y  The  Riggs  National  Bank,  Washington,  X>.  C. 

^ir:  The  report  of  an  examination  of  your  bank,  made  on  the  25th  ultimo,  has 
been  received,  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed 
by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.    8,  thirteenth  criticism  of  this  borrower $366, 482. 79 

Excess  loan  No.  39,  sixth  criticism  of  this  borrower 237, 230. 98 

Excess  loan  No.  55 200, 000. 00 

Excess  loan  No.    6,  thirteenth  criticism  of  this  borrower 170, 000. 00 

Excess  loan  No.  18,  twelfth  criticism  of  Htm  borrower : 151, 600. 00 

Excess  loan  No.  56,  first  criticism  of  this  borrower^ 144, 580. 62 

Excess  loan  No.  21,  eighth  criticism  of  this  borrower 135, 000. 00 

Excess  loan  No.  22,  twelfth  criticism  of  this  borrower 120, 368.  75 

Excess  loan  No.  10,  fifteenth  criticism  of  this  borrower 115, 000. 00 

Excess  loan  No.  32,  sixth  criticism  of  this  borrower 109, 793.  24 

No  account  should  be  undertaken  by  a  national  bank  disproportionate  to  its  capital 
stock,  and  while  the  financial  responsibility  of  the  above-named  borrowers  is  not 
questioned,  the  loans  should  be  reduced  and  kept  within  lawful  and  prudent  limits. 

While  there  was  an  excess  due  from  approved  reserve  agents  over  the  amount 
which  may  be  counted  as  lawful  money  reserve,  there  was  a  deficiency  of  $33,700 
in  that  portion  of  the  reserve  which  is  required  to  be  kept  in  the  bank.  In  this  con- 
nection attention  is  called  to  section  5191  United  States  Revised  Statutes. 

The  unpaid  interest  items  carried  in  the  cash  items  account  should  be  eliminated 
therefrom  and  charged  to  the  proper  accounts. 

You  are  again  reminded  that  the  stocks  of  other  corporations  acquired  by  the  bank 
as  investments  should  be  disposed  of,  as  such  investments  can  not  be  lawfully  made 
by  a  national  bank. 

Forty-nine  loans  collateraled  bv  real  estate  notes  should  be  disposed  of,  as  it  is 
unlawful  for  a  national  bank  to  make  loans  on  or  purchase  notes  secured  by  real  estate. 

Ten  shares  of  the  bank's  own  stock  are  reported  to  be  held  as  security  to  the  loan 

of ; — .    Attention  is  called  to  section  5201,  United  States  Revised  Statutes,  which 

prescribes  that  no  association  shall  make  any  loan  or  discount  upon  the  security  of 
the  shares  of  its  own  capital  stock.  The  loan  referred  to  should  be  dispoed  of  or 
other  security  required. 

The  directors  are  requested  to  unite  in  making  a  prompt  reply  to  this  letter  in 
detail  over  their  individual  signatures,  stating  tmit  it  has  been  read  by  them  and 
what  steps  will  be  taken  to  correct  the  matters  called  to  their  attention,    "nie  directors 
should  sign  the  detailed  reply  and  not  a  separate  letter  attached  thereto. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 


764  NOMINATION  OF  JOHN   SKELTON   WnjJAMfi. 

The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  May  5,  1905, 
The  Comptroller  op  the  Currency, 

Washington^  D.  C. 

Sir:  We  have  the  honor  to  acknowledge  receipt  of  your  letter  of  the  3d  inatent^ 
calling  attention  to  the  report  of  the  examination  of  this  bank  made  on  the  2511i 
ultimo. 

Referring  to  the  excess  loans  set  forth  in  your  conununication,  you  are  advised 
that  consideration  will  be  given  to  their  reduction  as  soon  as  the  same  is  found  to 
be  practicable. 

In  reference  to  your  notification  that  while  there  was  an  excess  due  from  approved 
reserve  agents  over  the  amount  which  may  be  counted  as  lawful  money  reserve, 
there  was  a  deficiency  of  $33,700  in  that  portion  of  the  reserve  which  is  required  t» 
be  kept  in  the  bank;  you  are  advised  that  such  reserve  was  made  good  the  day  follow- 
ing your  examination. 

The  unpaid  interest  items  carried  in  our  cash  items  account,  which  you  request 
be  eliminated  therefrom  and  charged  to  the  proper  account,  will  receive  our  attentkm. 

It  is  our  intention  to  dispose  of  the  stocks  of  other  corporations  acquired  by  the 
bank  as  investments. 

With  respect  to  loans  secured  by  real  estate  notes,  we  beg  leave  to  say  that  these 
are  primanly  single-named  paper,  and  such  loans  are  made  exclusively  to  depo^toD 
who  own  the  notes  secured  by  real  estate  and  have  the  same  deposited  with  us  for 
collection.  These  borrowers  are  parties  of  unquestioned  responsibility  and  their 
single-name  paper  would  suffice  for  their  loans,  which  are  always  of  a  temporair 
character,  the  real  estate  investments  which  they  have  with  us  being  noted  as  col- 
lateral merely  by  way  of  precaution. 

In  regard  to  the  10  shares  of  the  bank's  own  stock  held  as  collateral  for  loan  to -, 

you  are  advised  that  such  is  not  so  held.    The  loan  was  made  to upon  the 

mdorsement  of  his  brother,  and  the  note  itself  makes  no  reference  to  any  oollatenL 
While  it  is  true  that  we  hold  10  shares  of  the  bank's  stock,  standing  in  the  name  of 
,  in  the  vault,  these  shares  have  never  been  put  up  as  collateral. 

We,  the  undersigned,  directors  of  the  Riggs  National  Bank  of  Washington,  D.  €., 
have  read  the  letter  of  the  Comptroller  of  the  Currency  addressed  to  Mr.  Charles  C. 
Glover,  president  of  this  bank,  dated  May  3,  1905: 

Charles  C.  Glover.  J.  R.  McLean. 

James  Stillman.  R.  Roes  Pbrry. 

F.  A.  Vanderhp.  M.  E.  Ailbs. 

Arthur  T.  Brice.  Thomas  Htde. 

William  J.  Flather.  James  M.  Johnston. 
H.  Hunt. 


The  Rigos  National  Bank  op  Washington.  D.  C, 

Washington,  D.  C,  kay  15,  1905. 
The  Comptroller  of  the  Currency, 

Washington,  D.  C. 

Sir:  I  have  the  honor  to  hand  you  herewith,  iji  reply  to  your  communication  of 
the  3d  instant,  a  letter  which  has  been  signed  by  10  of  our  directors  and  whidi  I 
understand  to  be  in  compliance  with  your  instructions.  The  remaining  two  direc- 
tors, Mr.  Thomas  F.  Walsn  and  Mr.  James  M.  Johnston,  are  in  Europe,  and  ther^6re 
beyond  reach.  I  have  no  doubt  they  will  be  pleased  to  sign  a  communication 
addressed  to  you,  of  similar  purport  to  the  one  now  inclosed,  upon  their  return. 
Respectfully,  yours, 

Chas  C.  Glovbr,  President. 

Treasury  Department, 
Comptroller  of  the  Currency, 

Washington,  December  1,  1905. 
Mr.  Charles  C.  Glover, 

President  the  Riggs  National  Bank,  Washington,  D.  C. 

The  report  of  an  examination  of  your  bank  made  on  the  20th  ultimo  has  been 
received  and  has  had  careful  consideration. 
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The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed 
by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  8,  fourteenth  criticism  of  this  borrower $366, 482.  79 

Excess  loan  No.  39,  seventh  criticism  of  this  borrower 243, 169. 03 

Excess  loan  No.  57 238, 000.  00 

Excess  loan  No.  6,  fourteenth  criticism  of  this  borrower 170, 000.  00 

Excess  loan  No.  18,  thirteenth  criticism  of  this  borrower 159, 384.  20 

Excess  loan  No.  22,  thirteenth  criticism  of  this  borrower 125, 368.  75 

Excess  loan  No.  58 125, 000. 00 

Excess  loan  No.  32,  seventh  criticism  of  this  borrower 118, 000. 00 

Excess  loan  No.  10,  sixteenth  criticism  of  this  borrower 115, 000. 00 

Excess  loan  No.  21,  ninth  criticism  of  this  borrower 110, 000. 00 

Excess  loan  No.  56,  second  criticism  of  this  borrower 107, 788.  75 

With  two  exceptions,  these  accounts  were  all  excessive  at  the  time  of  the  preceding 
examination.  You  were  then  required  to  reduce  them  to  the  l^al  limit.  They  re- 
main practically  the  same  as  before.  The  accommodation  extended  (excess  loan 
No.  8)  IS  not  only  excessive  but  is  out  oi  proportion  to  the  capital  of  your  bank.  They 
should  all  be  reauced  to  the  lawful  limit  without  unnecessarjr  delay. 

Effort  should  be  continued  to  dispose  of  the  59  loans  which  are  secured  by  real 
estate  notes  held  as  collateral,  as  it  is  unlawful  for  a  national  bank  to  make  loans  on 
or  to  purchase  paper  secured  by  real  estate  in  any  form. 

It  is  again  suggested  that  the  directors  at  their  montiily  meetings  approve  all  loans 
and  not  only  the  ones  exceeding  the  lawful  limit. 

It  is  noted  that  a  lai^ge  number  of  shares  of  various  corporations  are  still  carried. 
These  should  be  disposed  of  as  soon  as  possible,  as  it  is  unlawful  for  a  national  bimk 
to  invest  in  the  shares  of  stock  of  other  corporations. 

The  directors  are  requested  to  unite  in  making  a  prompt  reply  to  this  letter  in  de- 
tail over  their  individual  signatures,  stating  that  they  have  read  the  letter  and  what 
steps  will  be  taken  to  correct  the  matters  called  to  their  attention  herein.    The  di- 
rectors should  sign  the  detailed  reply  and  not  a  separate  letter  attached  thereto. 
Respectfully, 

Wm.  B.  Ridqely,  Comptroller. 


The  Riggs  National  Bank  of  WAsmNOTON,  D.  C, 

Washington,  D.  C,  December  5,  1905. 

Hon.  WiLUAM  B.  RiDGELT, 

Comptroller  of  the  Currency  ^  Washington,  D.  C. 

Deat  Sir:  We  are  in  receipt  of  your  letter  of  the  1st  instant  callii^  attention  to 
the  report  of  the  examination  of  the  Riggs  National  Bank,  of  Washington,  D.  0., 
made  on  the  20th  ultimo. 

We  note  what  you  sav  with  reference  to  excess  loans  and  have  taken  steps  to  comply 
with  your  request  in  tnis  respect.  , 

Loans  secured  by  real  estate  notes,  to  which  you  refer,  we  will  endeavor  to  dispose 
of  as  soon  as  the  same  can  be  done.  In  this  connection  it  may  be  said,  however,  that 
the  loans  are  good  in  each  instance  without  the  real  estate  notes  which  we  hold  as  col- 
lateral.   The  latter  may  be  properly  regarded  as  incidental  security. 

A  list  of  all  loans  will  be  sbumitted  to  the  directors  at  monthly  meetings,  as  sug- 
gested by  you. 

We  note  what  you  say  with  reference  to  shares  of  stock  of  various  corporations 
owned  by  this  bank.  In  compliance  with  your  former  request,  we  have  practically 
closed  out  our  stocks,  and  the  rest  will  be  disposed  of  as  soon  as  practicable.  Some 
of  the  stocks  referred  to  were  taken  over  from  the  old  firm  of  Riggs  &  Co.  in  liquida- 
tion. 

We  have  read  the  letter  of  the  Comptroller  of  the  Currency  dated  December  1, 
1905,  to  which  this  is  a  reply. 
Very  respectfully, 

Chas.  C.  Glover.  Thos.  Htoe. 

Arthut  T.  Brice.  Wm.  J.  Flather. 

M.  E.  Ailes.  R.  Ross  Perry. 

H.  Hurt.  Thomas  F.  Walsh. 

J.  R.  McLean.  Jas.  Stillman. 

James  M.  Johnston.  F.  A.  Vanderlip. 
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Trbasubt  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  February  2,  1906. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Banky  Washington^  D.  C. 

Sir:  Upon  examination  of  your  report  of  condition  for  January  29,  1906,  it  is  found 
that  while  there  was  an  excess  due  from  reserve  agents  over  Uie  amount  which  could 
be  counted  as  lawful  reserve,  there  was  a  deficiency  of  $63,400  in  the  amount  re- 
quired to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  which  prescribes  that  the  reserve  required  to  be  held  by  banks  of  the  15 
per  cent  class,  three-fifths  may  cohsist  of  balances  due  from  approved  reserve  agents, 
leaving  two-fifths  to  be  held  in  bank;  and  of  that  required  to  oe  held  by  banks  of  the 
25  per  cent  class,  one-half  may  consist  of  Imlances  due  from  approved  reserve  agents, 
leaving  one-half  to  be  held  in  bank. 

You  are  hereby  notifi^  to  make  the  lawful  money  reserve  of  your  l>ank  good  with- 
out delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane,  Deputy  Comptroller, 


Treasury  Department, 
Office  of  Comptroller  of  the  Currency, 

Washington,  June  6,  1906, 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  22d  ultimo  has  been 
received  and  has  had  careful  consideration. 

The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed 
by  section  5200,  United  States  Revised  Statutes: 

Excess  loan  No.  21,  tenth  criticism  of  this  borrower $110, 000. 00 

Excess  loan  No.  6,  fifteenth  criticism  of  this  borrower $100, 000 

Excess  loan  No.  6  (et  al.),  fifteenth  criticism  of  this  borrower.      50,000 

150,000.00 

Excess  loan  No.  56,  third  criticism  of  this  borrower 142, 203. 75 

Excess  loan  No.  59 200,000.00 

Three  of  these  loans  were  excessive  at  the  time  of  the  last  examination,  when  you 
were  instructed  to  reduce  them. 

The  loans  to  Mr. ,  Mr. ,  Miss ,  and  Mr. ,  which  were  re- 
ported as  excessive  at  the  time  of  the  previous  examination,  have  still  the  appear- 
ance of  excessive  loans  split  up  into  accommodation  notes  for  amounts  within  the 
limit,  the  aggregate  still  remaining  about  the  same.  If  these  notes  are  acconmioda- 
tion  notes  made  for  the  benefit'  of  any  one  borrower,  thev  should  be  included  with 
the  borrower's  liability  in  fixing  the  limit,  as  it  is  unlawful  to  evade  the  statute  by 
indirect  methods. 

The  stocks  of  the  Colimibia  Title  Insurance  Co.,  Pennsylvania  Telegraph  Co., 
Peoples  insurance  C'O.,  and  the  Real  Estate  Insurance  Co.,  heretofore  earned  by  the 
bank  in  bonds,  securities,  claims,  etc.,  appear  to  be  still  owned  by  the  bank  in  the 
form  of  collateral  for  a  loan  of  $11,039.88  to  one  of  the  employees  of  the  bank.  The 
transfer  of  these  securities  to  loans  and  discounts  is  not  a  disposition  of  these  stocks. 
They  should  be  restored  to  the  account  of  bonds,  securities,  claims,  etc.,  wad  ben 
earned  imtil  regularly  disposed  of. 

Effort  to  dispose  of  the  loans  secured  by  real  estate  should  be  continued.  In  thii 
connection  you  are  referred  to  office  letter  of  December  1,  1905. 

The  directors  are  requested  to  unite  in  making  a  prompt  reply  to  this  letter  in  de- 
tail over  their  individual  signatures,  stating  that  they  have  read  the  letter  and  what 
steps  will  be  taken  to  correct  the  matters  called  to  their  attention  herein. 
Respectfully, 

T.  P.  Kanb, 
Deputy  and  Acting  ComptroUer, 
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Treasury  Department, 
Office  op  Comptroller  of  the  Currency, 

Washington,  June  7,  1906. 
Mr.  Charles  C.  Glover, 

President  Riggs  National  Bank^  Washington^  D.  C. 

Sir:  Referring  to  office  letter  of  the  6th  iofitant,  based  upon  the  last  report  of  exam- 
ination of  your  bank,  and  to  your  personal  explanation  of  matters  referred  to  therein, 
a  written  reply  over  your  signature  as  president  will  be  accepted  as  a  sufficient  answer 
to  the  letter  and  a  board  reply  will  not  be  required  in  this  mstance. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 

m 

The  Riggs  National  Bank  of  Washington,  D.  C. 

Washington,  D.  C,  June  11,  1906. 
The  honorable  the  Comptroller  of  the  Currency, 

Wa^ington,  D.  C. 

Sir:  I  am  in  receipt  of  your  two  letters  of  the  6th  and  7th  instant,  relative  to  the 
report  of  an  examination  of  this  bank  made  on  the  22d  ultimo. 

I  note  your  mention  of  an  excess  loan  to  Messrs. (excess  loan  No.  21),  carried 

by  us  at  $110,000,  or  110,000  more  than  the  present  authorized  limit.    The  loan  of 

$142,263.75  to (excess  loan  No.  56)  you  also  place  in  this  class.    The  latter  loan 

has  been  materially  reduced  since  the  date  of  the  report.  These  loans,  while  ade- 
quately secured  and  but  slightly  in  excess,  will  be  placed  within  the  limit. 

It  is  noted  also  that  you  class  as  in  excess  the  loans  to (excess  loan  No.  6), 

one  for  $100,000  and  the  other  for  $50,000,  making  a  total  of  $150,000.  With  respect 
to  the  loan  of  $50,000,  it  may  be  said  that  Gen.  Woodhull  is  joint  maker  of  a  note  for 
$50,000  along  with  14  other  persons,  most  of  whom  are  worth  considerably  more  than 
the  principal  of  the  note. 

I  note  further  that  you  class  a  deposit  of  $200,000  with  the (excess  loan  No. 

59)  as  a  loan.    We  have  an  account  with  the (excess  loan  No.  59),  as  we  have 

with  other  trust  companies  in  this  city,  and  the  amount  in  question  represents  a 
deposit  and  not  a  loan. 

With  respect  to  the  other  questions  raised  by  your  letter,  I  beg  to  say  that  I  have 
called  personally  at  your  office  and  gone  over  uiem  with  the  deputv  comptroller.  It 
ought  to  be  said,  however,  in  this  reply,  that  the  statement  which  is  made  in  your 
letter,  that  the  loans  reported  as  excessive  at  the  time  of  the  previous  examination 
''have  still  the  appearance  of  excessive  loans  split  up  into  accommodation  notes  for 
amounts  within  the  limit,"  is  hardly  justified  by  the  facts  as  explained  to  the  deputy 
comptroller. 

The  few  remaining  loans  that  we  have,  secured  by  real  estate  notes  as  collateral, 
will  be  disposed  of  as  rapidly  as  possible. 
Respectfully,  yours, 

Chas.  C.  Glover,  President. 


Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  September  77,  1906. 
Mr.  C.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  Upon  examination  of  your  report  of  condition  for  September  4,  1906,  it  is 
found  that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount  which 
can  be  counted  as  lawful  money  reserve,  there  was  a  deficiency  of  $1,850  in  the  amount 
required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  whicn  prescribe  that  of  the  reserve  required  to  be  held  by  banks  of  the  15 
per  cent  class,  three-fifths  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  two-fifths  to  be  held  in  bank;  and  of  that  required  to.  oe  held  by  banks  of  the 
25  per  cent  class,  one-half  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  one-half  to  be  held  in  bank. 

144936—19 49 
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You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good  without 
delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane, 
Deputy  ComptrolUr 

Treasury  Department, 
Office  of  Comptroller  op 'the  Currency, 

Washington,  D.  C,  September  17,  1906. 
Mr.  C.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

,Sir:  Upon  examination  of  your  report  of  condition  on  September  4,  1906,  it  is 
observed  that  your  average  reserve  in  bank  for  the  30  days  preceding  tnat  date  wu 
below  the  per  cent  required  by  law,  the  average  being  11.88  per  cent. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  which  prescribe  that  of  the  reserve  required  to  be  held  by  banks  of  the  15 
per  cent  class  three-fifths  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  two-fifths  to  be  held  in  bank,  and  of  that  required  to  oe  held  by  banks  of  tfaft 
25  per  cent  class  one-half  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  one-half  to  be  held  in  bank. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 

Treasury  Department, 
Office  of  Coicftroller  op  the  Currency, 

Washington,  D.  C,  February  1,  1907, 
Mr.  Cha8.  C.  Glover, 

President  Riggs  National  Bank,  Wa:shington,  D.  C. 

Sir:  Upon  examination  of  your  report  of  condition  for  January  26,  1907,  it  is  fooiid 
that  while  there  was  an  excess  due  from  reserve  agents  over  the  amount  which  can 
be  counted  as  lawful  money  reserve  there  was  a  deficiency  of  $40,600  in  the  amount 
required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  which  proscribe  that  of  the  reserve  required  to  be  held  by  banks  of  the  15  per 
cent  class  three-fifths  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  two-fifths  to  be  held  in  bank,  and  of  that  required  to  be  held  by  banks  of  tb« 
25  per  cent  chss  one-half  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  one-half  to  be  held  in  bank. 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  youi*  bank  good  without 
delay  and  to  advise  this  office  when  this  has  been  done. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 

The  Riogs  National  Bank  of  Washington,  D.  C, 

Washington,  D.  C,  February  j?,  1907. 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D,  C. 

Sir:  Acknowledging  receipt  of  your  letter  of  the  1st  instant,  in  which  you  call  our 
attention  to  the  deficiency  of  $40,600  on  January  26,  1907,  in  the  amount  of  reserve 
required  to  be  kept  in  the  bank,  I  have  the  honor  to  inform  you  that  the  deficiency 
was  made  good  on  Tuesday,  January  29. 
Very  respectfully, 

Henry  H.  Flather,  CaMer. 

The  Riggs  National  Bank  of  Washington,  D.  C, 

Washington,  D,  C,  April  f ,  'i907,  ' 

The  honorable  the  Comptroller  of  the  Currency, 

Washington,  D,  C. 

Sir:  I  have  the  honor  to  acknowledge  receipt  of  your  letter  of  the  Ist  instant,  in 
which  you  invite  our  attention  to  the  tact  that  the  report  of  the  condition  of  this  ha«t 
^^m  MsLTch  22.  1907,  shows  no  "leeaV-tftnOiet  noXfta"  wA  ^jwj. wo^^t  us  to  advise  you 
!ao  DOtea  of  this  character  were  neVd. 
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In  reply  I  beg  to  say  that  we  held  no  legal-tender  notes  in  our  cash  on  the  date 
mentioned,  as  shown  in  the  report. 
Respectfully, 

Henry  H.  Flather,  Cashier. 


Treasury  Department, 
Office  of  the  Coitftroller  of  the  Currency, 

Washington  J  D.  C,  April  2^  1907. 
Mr.  Chas.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D,  C. 

Sir:  Upon  examination  of  your  report  of  condition  on  March  22, 1907,  it  is  observed 
that  your  average  reserve  in  bank  for  the  30  days  preceding  tliat  date  was  below  the 
per  cent  required  by  law,  the  average  being  11.69  per  cent. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  whicn  prescribe  that  of  the  reserve  required  to  be  held  by  banks  of  the  15 
per  cent  class  three-fifths  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  two-fifths  to  be  held  in  bank;  and  of  that  required  to  oe  held  by  banks  of  the 
25  per  cent  class  one-half  may  consist  of  balances  due  from  approved  reserve  agents, 
leaving  one-half  to  be  held  in  bank. 
Respectfully, 

T.  P.  Kane, 
Deputy  Comptroller. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington,  D.  C,  May  27,  1907. 
Mr.  Chas.  C.  Glover, 

President  Riggs  National  Bank,  Washington,  D.  C. 

Sir:  Upon  examination  of  your  report  of  condition  for  Mav  20, 1907,  it  is  found  that 
while  there  was  an  excess  due  from  reserve  agents  over  the  amount  which  can  be 
counted  as  lawful  money  reserve,  there  was  a  deficiency  of  $96,900  in  the  amount 
required  to  be  kept  in  the  bank. 

You  are  respectfully  referred  to  sections  5192  and  5195,  United  States  Revised 
Statutes,  which  prescribe  that  of  the  reserve  reauired  to  be  held  by  banks  of  the 
15  per  cent  class,  three-fifths  may  consist  of  balances  due  from  approved  reserve 
agents,  leaving  two-fifths  to  be  held  in  bank;  and  of  that  required  to  be  held  by  banks 
of  the  25  per  cent  class,  one-half  may  consist  of  balances  due  from  approved  reserve 
agents,  leaving  one-half  to  be  held  in  bank. 

You  are  hereby  notified  to  make  the  lawful  money  reserve  of  your  bank  good  without 
delay  and  to  advise  this  office  when  this  has  been  done. 
Rejpectfully, 

T.  P.  Kane,  Deputy  Comptroller. 


The  Rioos  National  Bank  of  Washington,  D.  C, 

Washington,  D,  C,  July  S,  1907, 
Hon.  T.  P.  Kane, 

Depuiy  Controller  of  the  Currency, 

Washington,  D.  C. 

Sir:  Replying  to  your  letter  of  the  2d  instant,  in  which  you  call  attention  to  a  loan 

of  1500,000  to  the Railroad  Co.  made  by  us  through  the  National  City  Bank 

of  New  York,  we  have  the  honor  to  advise  you  that  before  the  receipt  of  your  letter  this 
loan  wa.8  paid  off. 

In  this  connection  we  also  beg  to  call  your  attention  to  the  fact  that  railroad  com- 
panies during  the  past  two  or  three  years  have  been  borrowing  large  sums  of  money 
through  the  issuance  of  temporary  notes  secured  by  deposits  of  collateral  or  otherwise, 
and  it  has  been  our  understandinier  that  we  could  purchase  notes  of  this  character  in 
amounts  as  desired,  without  running  counter  to  the  wishes  of  the  comptroller. 
Very  respectfully, 

M,  E.  Ailes,  F.  p. 
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The  Higos  National  Bank  of  Washington,  D.  i\, 

Washington,  D.  T.,  Januiiry  Si.  J9US. 
Tho  honorable  thoCoMi'TRoi.LKR  ok  the  Currency, 

Washhigtan,  D.  C. 

Sir:  We  underKtand  that  the  National  City  Bank  of  New  York  will  to-day  depoeit 
with  the  Subtreaaury  at  New  York  the  sum  of  $1,389,000  in  lawful  money  for  tibe 
retirement  of  a  like  amount  of  it8  circulation. 

It  ip  to  depoflit  also  to-morrow,  the  M  proximo,  with  the  aspifitant  trcafiurer  at  New 
York  the  sum  of  $146,000  as  additional  retirement,  making  a  total  of  f  1,535,000. 

We  incloee  you  herewith  Treasurer's  receipt  covering  $1,535,000  United  States  3  per 
cent  bonds  of  1908-1918,  which  please  release  from  the  circulation  account  of  the 
National  City  Bank  of  New  York  and  transfer  to  the  depository  account  of  that  bank 
to  effect  the  release  of  other  bonds. 
Respectfully, 

M.  E.  AiLES,  Tw  PrfMdrnl. 


Treasury  Department. 
Office  op  the  Sbcrbtaky, 
\ya9hi¥igton^  Febnuay  ^6,  J 908. 

Dear  Mr.  Secretary:  1  now  have  $100,000  in  not«s  of  the  National  City  Bank. 
held  in  the  Office  of  the  Comptroller  of  the  Currency,  which  that  bank  desiree  to  haw 
canceled. 

As  1  leave  for  New  York  at  4  o'clock  this  afternoon,  1  would  appreciate  it  very  much 
if  you  would  see  the  Comptroller  of  the  Currency  about  this  retirement  in  sufficient 
time  to  let  me  know  your  decision  about  having  the  circulation  retired. 

1  am  told  byMr.  Iu)ger8,  Chief  of  the  Redemption  Division,  that  there  is  no  doubt 
as  to  the  validity  of  the  method,  and  it  has  been  practiced  by  banks  ever  since  the 
beginning  of  the  national  banking  system.  In  fact,  the  matter  is  in  such  shape  tbat 
an  ordinary  application  to  effect  a  retirement  in  this  way  would  ^  through  as  a  matter 
of  course,  except  that  I  do  not  want  to  make  any  retirement  of  circulation  which  does 
not  meet  with  the  approval  of  the  Secretary  of  the  Treasury. 

Since  dictating  the  foregoing,  I  learn  that  you  may  not  be  in  your  office  until  late 
this  afternoon.  As  I  will  be  at  the  Nationaf  City  Bank,  New  York,  to-monx>w,  will 
you  kindly,  therefore,  have  Mr.  Ridgely  wire  me  there  as  to  your  decision  in  thin 
matter? 

Verv  sincerelv,  vours, 

M.  E.  AiLES. 

Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency. 

Washington,  June  24,  190S. 
President  The  Rigor  National  Bank, 

Washington^  D.  (\ 

Sir:  The  report  of  an  examination  of  your  bank  made  on  the  2d  instant  has  been 
received  and  has  had  careful  consideration. 

The  lawful  money  reserve  was  deficient  $94,640  on  the  day  the  examination  com- 
menced ,  but  is  repK)rted  to  have  been  made  good  the  following  day .  The  lawfu I  reser\*e 
should  be  maintained  at  all  times. 

Fourteen  loans  are  reported  as  secured  by  real  estate  notes  as  collateral.     Y'ou  are 
again  reminded  t^hat  the  loans  secured  by  real  estate  must  be  disposed  of  and  the 
practice  of  acquiring  such  assets  should  be  discontinued,  as  it  is  unlawful  for  a  n^t^^^^ 
bank  to  make  loans  on  or  discount  paper  secured  by  real  estate  in  any  form. 
An  early  reply  to  this  letter  is  requested. 
Respectfully, 

T.  P.  Kane, 
Dejnity  and  Acting  Cotnphx>lUr. 
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The  Riogs  Natioxal  Hank  op  Washington,  D.  C. 

Washington,  D.  C,  Jun^  25,  190S. 
Hon.  T.  P.  Kane, 

Deputif  and  Acting  Comptroller  of  the  Currency,  Washington,  D.  C. 

Sir:  Referring  to  your  favor  of  the  24th  instant,  we  beg  to  say  that  the  deficiency 
in  our  law-ful  money  reserve  of  $94,640,  on  the  2d  instant,  was  due  to  the  extraordinarily 
heavy  deivands  made  upon  us  by  the  collector  of  taxes.  On  the  following  day  the 
amount  wa^  promptly  made  good  as  reported  by  the  bank  examiner. 

As  to  the  loans  secured  by  real  estate  notes,  we  beg  to  advise  you  that  we  are  grad- 
ually reducing  the  number  of  these  loans,  and  will  endeavor  to  eliminate  them  entirely 
in  the  near  future. 

Very  respectfully. 

Wm.  J.  Flather,  Vice  President. 


The  Rigos  National  Bank  op  Washington,  D.  C, 

Washington,  D.  C,  July  J8,  1908. 

The  Honorable  the  Comptroller  op  the  Currency, 

Washington,  D.  C. 

Sir:  We  have  the  honor  to  hand  you  herewith  our  statement  of  condition  at  the 
close  of  buflinees  the  15th  day  of  July,  1908.  Your  special  attention  is  directed  to  the 
figures  relating  to  our  reserve,  from  which  it  appears  that  while  the  aggregate  was 
38tV  per  cent,  yet  the  actual  cash  on  hand  was  only  10^  per  cent  against  the  required 
reserve  in  cash  of  12i  per  cent.  On  the  following  day,  and,  in  fact,  ever  since,  we 
have  been  well  above  our  reserve  requirements  in  cash,  but  we  wish  to  advise  you 
that  the  temporary  reduction  in  cash  below  the  required  amount  was  occasioned  by 
large  and  excessive  depositfi  made  at  the  Treasury  on  the  15th  instant,  the  very  day 
to  which  your  call  related.  These  deposits  were  made  for  various  banks  on  account  of 
transfer  of  funds,  covering  the  return  of  public  deposits  which  the  Secretary  of  the 
Treasury  required  to  be  transferred  on  the  15th  instant. 
Very  respectfully,  yours, 

M.  E.  Ailes,  Vice  President. 

The  files  of  the  comptroller's  bureau  show  that  in  pursuance  of  the  policy  adopted 
in  1908  by  Comptroller  Murray,  the  practice  of  writing  letters  of  criticism  to  national 
banks  after  each  examination  was  suspended,  and  the  national-bank  examiners  were 
thereafter  supposed  to  make  their  criticisms  direct  to  the  oflScere  or  directors  of  the 
bank  at  the  time  of  each  examination  without  having  these  subjects  of  censure  fol- 
lowed up  by  formal  admonitions  from  the  Treasury  Department. 

The  reporti^  of  examiners  submitted  to  the  comptroller  by  the  national-bank  exam- 
iners after  each  examination  of  the  Rigge  National  Bank,  however,  showed  that  these 
direct  criticisms  from  the  examiner  were  no  more  effective  than  letters  from  the 
Comptroller  of  the  Currency  had  been.  The  bank  continued  to  violate  the  law  and 
the  regulations  of  the  comptroller's  bureau,  as  is  convincingly  shown  by  the  following 
excerpts  from  the  reports  of  national-bank  examiners  and  disclosures  revealed  by  these 
re|X)rtH  as  to  the  bank's  operations  after  each  semiannual  examination  of  the  bank 
between  1908  and  1912: 

In  the  examination  of  Jime,  1908:  Examiner  Owen  T.  Reeves,  jr.,  reported  the 
bank  short  in  reserv^e,  $94,640;  real-estate  loans  and  stocks  unlawfully  held;  bank 
carrying  loans  to  both  vice  presidents,  cashier,  ladies*  teller,  exchange  teller,  and 
note  teller;  also  loan  of  $25,000  to  the  wife  of  President  Glover.  The  loans  to  the  two 
vice  presidents  and  the  cashier  at  that  time  exceeded  $100,000.  Stocks  irregularly 
carried  as  caeh,  $15,752;  overdrafts,  $13,757;  111  accounts  overdra^Ti. 

Examination  of. May.  1909:  Examiner  Owen  T.  Ree^e8,  jr.,  reported  the  bank's 
cash  reserve  ehort  $32,745.  Bank  was  still  making  large  loans  to  executive  officers 
and  employees,  including,  as  analysis  of  list  of  lar^e  loans  shows,  ''dummy"  loans; 
still  carrying  stocks  contrary  to  law;  attention  again  called  to  the  bank's  irregular 
real-estate  and  stock-brokerage  business. 

Examination  of  November,  1909:  Examiner  Owen  T.  Reeves,  jr.,  showed  bank 
again  short  in  its  cash  reserve;  laiige  loans  to  officers  and  employees,  including 
"dummy"  loans;  stocks  carried  contrary  to  law.  Examiner  states  in  his  report: 
"Old-fashioned   methods  of  keeping   books  and   accounts  existf.    An   up-to-date 
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Hy8tom  of  handling  loans  ha«  repeatedly  been  FUggfceted  by  this  examiner,  but  the 
officers  feel  the  j)resenl  scheme  has  worked  well  enough  for  a  half  century  and  balk  on 
making  any  change."  Stock-brokerage  and  real-estate  biieineas  again  commented 
upon. 

Examiner  of  June,  1910:  Examiner  Owen  T.  Reeves,  jr.,  reported  cash  reeen'B 
short  $122,925;  bank  still  lending  large  sums  to  officers  and  employees,  includiiii 
"dummy"  loans;  direct  loans  to  executive  officers  at  that  time  included  President 
Glover,  $67,000,  Vice  Prtwdent  Flather,  $48,000,  Cashier  Flather,  $61  ,OOa--exclua^ie 
of  "dummy"  or  concealed  loaiiF.  Examiner  stated  in  report:  **A8  many  tiires 
stated  by  this  examiner,  the  system  of  keeping  the  books  and  accounts,  eepecdally  the 
method  of  handling  the  collateral  loans,  is  old-faphioned  and  sloppy.  For  a  lai^esod 
flourishing  bank,  it  lacks  all  the  featurt»s  of  system  employed  in  well  manp^sed  city 
banks."  Hank  still  holding  stocks  unlawfully;  also  carrying  improperly  $23,257  in 
stocks  for  customers  as  "cash." 

Examination  of  November,  1910:  Examiner  Owen  T.  Reeves,  jr.,  reported  bank 
carrying  large  loans  of  president,  vice  presidents,  cashier  and  other  officers  and  «n- 
ployees  (exclusive  of  "dummy  "  loans)  exceeding  $436,000.  Stocks  still  held  contiwy 
to  law.  Examiner  again  reports:  "As  stated  in  former  rej:>orts,  the  system  of  kee]»i4t 
the  books  and  accounts  lacks  all  the  features  of  a  city  bank.  Methods  are  antiouated 
and  cimibersome."  Again  criticises  brokerage  and  real  estate  business  conducted  by 
bank's  officials. 

Examination  of  May,  1911 :  Examiner  Owen  T.  Reeves,  reported  bank  short  in  iti 
reserve  $62,800.  Large  loans  to  officers  and  employees  contmue,  including  loans  to 
"dummy"  makers.     Stocks  still  unlawfully  held. 

Examination  of  December,  1911:  Examiner  S.  M.  Hann  reported  bank  short  in  it? 
cash  reserve  $184,630;  stocks  unlawfully  held;  large  loans  to  executive  officers;  atten- 
tion again  called  to  overdrafts. 

Examination  of  August,  1912:  Examiner  S.  M.  Hann  reports  bank  short  in  iti 
cash  reperve,  $148,175;  large  loans  to  executive  officers;  stocks  still  unla^rfully  held; 
over  $70,000  due  for  stocks  bought  for  customers  improperly  carried  as  •*c«li.'* 
Examiner  re|X)rts  stock  certificate  book  not  properly  kept.  Larf^  amount  of  can- 
celed certificates  of  deposit  rt»|)orted  missing.  lx)ans  to  bank's  officers  and  directow— 
nearly  all  on  bonds  and  stocks — $389,640. 

Examination  of  May,  1913:  Examiner  S.  M.  TIann  reported  bank  lending  lo  ill 
president,  two  vice  presidents  and  cashier,  $260,425;  other  direct  and  indirect  k»ni 
to  directors  (exclusive  oi  "dummy"  loans)  $481,196;  total,  $741,621.  The  bank  mi 
(!arr>ing  $23,447  of  securities  and  real  estate  loans  improperly  as  "cash,"  includic^in 
"cash"  a  $5,000  real  estate  loan  for  President  Glover  (taken  out  during  the  exfmini- 
tion).  The  bank  had  lx?en  short  in  its  average  reserve  for  the  preceding  30  days, 
both  as  to  reserve  in  bank  and  reserve  with  reserve  agents.  Examiner  reported 
President  Glover  had  informed  him  as  to  profits  on  real  estate  operations  that  the 
"commission  or  profits  belong  to  him  (Glover)  and  that  he  first  began  turning  than 
over  to  the  bank  when  the  Riggs  Bank  went  over  into  the  national  system.** 

Examiner  further  says:  "1  was  also  informed  by  Glover  that  in  order  to  hold  himself 
above  criticism,  he  has  turned  over  every  dollar  of  profit  to  the  bank.**  ^A  statement 
to  this  etTect  was  made  by  Mr.  Glover  to  the  comptroller  a  year  later,  in  June  and 
July,  1914;  and  it  was  subsequently  developed  that  over  $46,000  of  thoee  profitfi 
collect fHl  l)etween  1897  and  May,  1902,  had  been  personally  divided  between 
Mr.  Glover  and  certain  other  officers  of  the  bank  iGlover,  Hyie,  Johnson,  et  al.\ 
disproving  the  statements  made  by  Mr.  Glover  both  to  Examiner  Hann  and  to  tlw 
Comptroller.  Attention  is  also  called  by  Examiner  Hann  to  $173,003  note  of  J.  D- 
Richardson,  which  had  been  the  subject  of  constant  criticism  for  several  y«ire.  On 
this  note  the  bank  eventually  lost  $29,468. 

Examination  of  Octoln^r  15,  1913:  Examiner  R.  W.  Goodhart  reported  bank  short 
in  its  reserve  $207,950;  and  the  average  reser\'e  in  the  preceding  30  days  in  the  bank 
also  ^hort.  The  examiner  said — "considerable  difficulty  was  expetienced  in  be  lancing 
the  notes  due  to  the  fact  that  no  one  man  seems  to  have  control  of  them.  Bank  mi 
carr>diig  impro|)erly  $55,572  of  stocks  purchased,  as  "cash,**  including  $6,562.50  dw 
from  President  Glover  for  200  shares  of  -'Vmeri(.»an  Can.  (herdrafts,  $23,344  abo 
critized,  including  overdraft  of  wife  of  President  Glover  of  $6,652.03.  The  examiner 
also  reported  violation  by  bank  of  section  5202,  United  States  Revised  StatutePi  on 
account  of  excessive  liability  for  bonds  borrowed  by  the  bank.  Exr miner  recom- 
mended that  bank  charge  off  loses  and  eliminate  doubtful  paper  as  rapidly  as  poeribfe- 
At  the  next  ensuing  call  for  rejwrt  of  condition,  November  8, 1913,  the  bank  "was  again 
short  in  its  reserve  $374,785,  and  also  the  average  reserve  was  short  during  the  |«^ 
ceding  30  days.) 
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It  is  noted  that  the  foregoing  examinations  of  the  Riggs  National  Bank  between 
1908  and  1913,  inclusive,  except  the  examination  of  October,  1913,  by  Examiner 
Goodhart,  were  all  made  by  the  two  examiners.  Reeves  and  Hann,  whose  efficiency 
and  reliability  were  so  highly  complimented  by  Mr.  Ilc^n  in  his  testimony  before 
the  Senate  committee  in  July,  1919.  Despite  the  criticisms  by  practically  every 
examiner,  the  record  shows  that  the  bank  persisted  in  its  disregard  of  the  law  and  of 
the  regulations  and  admonitions  of  the  comptroller's  bureau  from  the  time  of  its  organi- 
zation in  1896  until  July,  1914. 


Treasury  Department, 
Comptroller  op  the  Currency, 

Washington,  November  11,  191S. 

The  Board  of  Directors,  Riogs  National  Bank, 

Washingtonj  D.  C. 

Gentlemen:  The  report  of  the  examination  of  your  bank  completed  October  23 
shows  a  reserve  deficiency  of  $207,980,  overdrafts  of  $23,344.69,  and  the  following 
paper  classed  as  doubtful  by  the  examiner: 

A $7,150.00 

B 32,948.98 

C 2,700.00 


42,  798.  98 

Liability  for  money  borrowed  is  as  follows: 

Bonds  borrowed $900,000.00 

3onds  sold  under  agreement  to  repurchase 1, 221, 823. 45 

2, 121, 823.  45 

The  examiner  states  it  is  the  practice  of  the  bank  to  carry  items  of  stock  purchased 
for  customera  in  the  cash,  such  items  amounting  to  $55,572.86  at  the  time  of  his  visit. 

The  report  of  condition  of  the  bank  Jor  October  21  shows  the  above  liability  for 
money  borrowed  and  a  reserve  deficiency  of  $374,786. 

The  required  legal  reserve  must  be  made  good  at  once  and  this  office  advised. 
Liability  for  borrowed  money  must  be  brought  within  the  requirements  without 
delay,  the  amount  of  overdrafts  materially  curtailed,  and  the  doubtful  i>aper  given 
particular  attention  and  collected,  charged  off  or  secured  beyond  question  of  loss. 
The  irregular  items  in  the  cash  must  be  eliminated  and  the  practice  of  carrying  stock 
items  in  the  cash  discontinued. 

The  directors  are  requested  to  advise  this  office  promptly,  over  their  individual 
signatures,  of  the  action  taken  to  comply  with  these  requirements. 
Respectfully, 

T.  P.  Kane, 
Acting  Comptroller. 


The  Rigos  National  Bank  op  Washington,  D.  C, 

Washingtonj  D.  C,  November  19,  191 S. 

Acting  Comptroller  op  the  Currency, 

Washington,  D.  C. 

Dear  Sir:  We  are  in  receipt  of  your  letter  of  the  11th  instant,  calling  our  attention 
to  various  matters  in  connection  with  the  report  of  the  examination  of  this  bank 
which  was  completed  by  the  examiner  October  23  last. 

With  respect  to  a  reserve  deficiency  of  $207,980,  you  are  advised  that  this  was 
temporary  and  was  occasioned,  in  part,  by  the  demand  at  this  season  of  the  year  of 
our  southern  correspondents  for  shipments  of  currency.  It  is  our  practice  to  respond 
promptly  to  requests  from  our  correspondents  for  cash,  and  occasionally  it  happens 
that  such  shipments  involve  a  decrease  in  our  cash  on  hand  which  we  immediately 
replenish  by  having  currency  shipped  to  us  from  our  northern  correspondents.  The 
deficiency  noted  had  disappeared  by  October  22.  A  large  part  of  the  deficiency 
referred  to,  as  shown  by  our  report  of  condition  on  October  21,  was  occasioned  by  your 
office  counting  reserve  against  our  Canal  Zone  deposits,  which,  according  to  the  act 
of  August  24,  1912,  are  required  to  be  treated  in  toe  same  manner  as  ''other  funds  of 
the  United  States  "  and  against  which  other  funds  your  office  does  not  require  reserve 
to  be  maintained. 
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You  invdte  attention  to  overdrafts  of  $23,344.69.  To  a  very  large  extent  these 
overdrafts  related  to  transactions  growing  out  of  the  issuance  by  us  of  letters  of  oedit 
to  our  customers  against  the  deposit  of  collateral  with  us  to  secure  auch  sums  as  (Ley 
might  draw  against  their  letters.  In  the  amount  shown  as  overdrafts  there  wa5  alfo 
included  an  item  of  some  $6,500  which  should  not  have  been  reported  as  an  overdraft, 
in  view  of  the  fact  that  the  customer  in  this  instance  maintained  two  acoount:^^  with 
us,  in  one  of  which  there  was  to  his  credit  more  than  $26,000,  the  other  being  over- 
drawn $6,500. 

You  call  attention  to  the  following  i>aper  classed  by  the  examiner  as  doubtful: 

A $7,15aOO 

B 32,94a» 

C 2,70aOO 


42. 798.  % 


We  have  classed  the  above  items  as  slow  instead  of  doubtful.  None  of  the  peisooi' 
mentioned  has  ever  failed  to  |>ay  interest  on  the  loans  whenever  the  same  was  due. 

In  the  case  of  Mr. ,  the  loan  was  originally  for  $11,000,  and  has  been  reduced 

to  $7,150.    Mr. has  given  us  assurance  that  with  patience  on  our  jmrt  he  will 

be  able  to  liquidate  this  loan  either  from  the  collateral  we  hold,  which  is  said  to  be 
improving,  or  from  other  resources  he  may  be  able  to  command  growing  out  of  {)» 

settlement  of  his  father's  estate.     Collateral  against  the  loan  to  Mrs. is  defident 

to  the  extent  of  about  $4,000,  but  she  has  always  been  prompt  in  the  pa>'menl  d 
interest,  and  we  have  been  disposed  to  wait  patiently  for  an  improvement  in  the  mazl^ei 

value  of  the  collateral  held  against  her  loan.    With  respect  to  the  loan  to  Dr. of 

$2,700,  wo  believe  that  his  family  connections  are  such  that  the  loan,  with  patient 
handling,  will  be  liquidated  without  loss. 

In  view  of  this  statement  we  believe  it  would  be  more  advantageous  to  this  batik 
not  to  write  off  these  comparatively  small  amounts.  Our  large  surplus  of  $2,000,000 
and  undivided  profits  account  of  more  than  $130,000  make  it  a  matter  of  small  conse- 
quence to  our  totals  whether  the  loans  are  written  off  or  not;  but  in  actual  practice 
we  have  found  we  can  give  better  attention  to  the  collection  of  loans  when  tney  are 
carried  in  our  live  paper,  for  the  reason  that  we  are  not  so  apt  to  lose  sight  of  ihem 
as  when  they  are  written  off. 

With  respect  to  the  item  of  $1,221,823.45,  relating  to  bonds  sold  under  agreement 
to  repurchase,  we  desire  to  advise  you  fully  as  to  the  facts.  We  hold  certain  GaittI 
Zone  deposits  which  the  authorities  require  lis  to  secure  by  the  deposit  with  them  uf 
such  bonds  as  are  legal  investments  for  savings  banks  in  the  States  of  New  York, 
Massachusetts,  Connecticut,  and  New  Jersey.  We  do  not  at  all  times  own  a  suffidenl 
amount  of  such  bonds  oursc^lves  to  »c»cure  these  deix)8its,  but  we  do  own  at  all  tiinw 
a  large  amount  of  other  bonds  which  are  carried  in  our  investment  accounts,  whidi 
bonus  are  not  available  for  the  purpose  of  securing  the  deposits  mentioned  above.  We 
have,  therefore,  obtained  from  our  correspondents  bonus  that  are  acceptable  under 
the  8a\aiigs-bank  rule  and  have  exchanged  with  them,  at  fixed  valuations,  a  sufficient 
amount  of  the  bonds  owned  by  us  to  secure  them  for  the  savings-bank  bond?  tho* 
obtained.  It  is  understood,  of  course,  that  at  their  option  or  oiirs  they  are  to  have 
their  bonds  back  and  we  are  to  have  ours  back.  It  is  really  an  exchange  with  the 
understanding  that  either  party  may  exchange  back  as  occasion  requires.  In  ihi§ 
manner  we  are  able  to  secure  to  the  satisfaction  of  the  authorities  these  Canal  Zooe 
deposits,  and  we  trust  this  explanation  of  the  matter  >\'ill  be  satisfactory  to  vour  office 

With  resi)ect  to  the  statement  of  the  examiner  that  it  is  the  practict^  of  tlie  bank  to 
carry  items  of  stock  purchased  for  customers  in  the  cash,  such  items  amoimtiii?  ti» 
$55,572.86  at  the  time  of  his  visit,  you  are  advised  that  for  the  most  part  our  purcli*# 
for  customers  are  immediately  charge<l  against  their  accounts.  It  sometimes  luippeitf 
that  an  order  can  not  be  fully  executed  at  once,  and  we  have  met  with  some  tonafl 
delays  in  completing  orders,  as  well  as  in  charging  purchases  to  accounts.  The  iVem 
above  mentioned  was  largely  caused  by  the  absence  of  one  of  our  important  cupt^miei" 
in  Jamaica  at  the  time  his  order  was  executed.  In  the  future  we  will  endeavor  m 
avoid  carrying  these  items  in  cash  by  making  prompt  charges  against  customeis' 
accounts. 

Respectfully, 

Chas.  C.  Glover,  James  M.  Johnston,  Thos.  Hyde,  Wm.  J.  Flatber.  M.  E 
Ailes,  Frank  C.  Henr>%  Joseph  Paul,  Henry  H.  Flather,  J.  R,  McLeaa- 
H.  Hurt,  C.  I.  (:k)rby,  Robert  C.  WlVins,  H.  Rozicr  Dulany,  F  ^. 
McKenney,  R.  Ross  Perry. 
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This  letter  hears  the  eignatures  of  all  the  diret.tore  with  the  exception  of  three. 
namely,  Admiral  Willard  H.  BrowDHon,  wbo  ia  al.road:  Mr,  F.  A.  Vanderiip,  who  is 
in  California,  and  Mr.  .S.  W.  l^Lrot,  who  is  in  Kew  Qrleane. 


The  Riouh  National  Bank  of  WAeiiisoTCN,  D.  C. 

Waihinglon,  D.  C,  June  IS,  I9I4. 
To  the  board  of  rlireclort  of  Ihe  Rigg»  National  Baixlc,  Waihinglon.  D.  C. 

Gkntlembn:  There  is  an  account  on  vour  booVa  entitled  W.  J.  and  H.  H.  Flatlier, 
the  cash  balance  now  to  the  credit  of  which  is  9503.98,  and  the  following  investment 
Bjcuritiee  which  have  been  purchaBcd  from  time  to  time  with  money^  withdrawn  from 
this  account  and  another  account,  entitled  Charles  0.  Glover  and  William  J.  Flalher, 
are  now  in  the  bank  vault,  viz: 

PromieBorv  notes  of 

A...'. $500.  5  per  cent,  due  10  Dec,  1916. 

B 1, 250,  5  per  cent,  due  20  Apr.,  1916. 

C 500,  5  per  cent,  due  14  May,    1915. 

D per  cent,  due  23  Apr,  1919. 

E ^^      per  cent,  due  23  Oct.,   1919. 

F per  cent,  due  19  May,  1915. 

r. 'i              per  cent,  due  30  Apr.,   1917. 

H 1          5  per  cent,  due  14  May,   1916, 

I per  cent,  di:e  28  May,    1917. 

J per  cent,  due  20  May,    1915. 

K per  cent,  due  20  Apr,,  1916. 

L 1, 000,  5  per  cent,  due  25  Oct.,    1914. 

M 1, 000,  5  per  cent,  due    3  Jnne,  1916. 

\ 850, 51  per  cent,  due  20  Dec.,  1916. 

0 2, 000,  5  per  cent,  due    6  Jan.,    1916. 

P 1, 500,  5  per  cent,  due    2  July,  1916, 

Q 6.000,  5  per  cent,  due    2  Nov.,  1914. 

R 2,500,  5  per  cent,  due  26  Mar.,  1B17. 

S 1,000,  6  per  cent,  due  29  Nov.,  1914, 

T 1,000,  5  per  cent,  due  19  May,   1915. 

Total .• 3H,  000 

.StockH:  42  flharefl  Real  Estate  Title  Insurance  Co.;  1,757  shares  Columbia  Title 
Insurance  Co.;  25  sharea  American  Graphophone  Co.,  common. 

During  the  partnership  of  RigKsA  Co.,  it  waa  custom ary  for  one  or  more  of  its  mem- 
bers to  assiet  ila  cuetomera  to  make  inveetmenta,  receiving  certain  compenaation  by 
way  of  commiffiionB  therefor,  which  compensation  was  at  finrt  credited  to  the  commis- 
sion account  on  the  boots  of  the  firm  and  later  transferred  to  the  credit  of  the  profit 
and  loes  account  of  the  partnership.  After  the  incorporation  of  the  Riggs  National 
Bank  auch  buaineaa  was  continued  to  be  done  by  certain  of  the  ofTicers  of  the  bank 
acting  in  their  indi\idual  capacities,  and  suma  received' by  way  of  compenaalion  on 
account  of  auch  transactions  were  passed  to  the  credit  of  the  ac'Counte  on  the  hooka  of 
fhia  bank,  entitled  CharUa  C.  Glover  and  William  J,  Flather,  and  W.  J,  and  H.  H. 
Flalher,  which  accounta  commonly  have  been  and  arc  referred  to  aa  the  ' '  Glover  and 
Flather"  and  the  ■'Flather  and  Flather^'  accounts. 

The  existence  of  theae  arcoiinla  and  the  character  of  the  transacliona  which  the 
entries  noted  therein  were  intended  to  evidence,  have  been  made  known  to  every 
bank  examiner  who  has  exaibined  and  reported  upon  the  bank's  condition,  and  like- 
wise has  been  made  k'nown  to  the  succeesive  Comptrollers  of  the  Currency  and  aome, 
if  not  all,  of  the  Secretaries  of  the  Treasury  in  office  since  lOOe,  with  the  exception  of 
the  present  incumbent,  have  been  personally  informed  of  the  practice  of  the  bank 
officers  in  thia  regard  and  no  objection  has  at  anytime  been  made  to  their  continuing 
the  aame. 
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On  April  17. 1914,  the  account— Tharles  C.  Glover  and  William  J.  Flather— lor  pu^ 
pcseB  of  convenience,  was  closed  out  and  its  credits  of  every  sort  were  tranelened  to 
the  credit  of  the  account  W.  J.  and  H.  II.  Flather. 

\\liether  the  ofliccrs  of  the  VanV,  who  in  their  indi^  idual  caparities  rendered  tke 
servicers  which  produced  the  revenues  which  passed  to  the  credit  of  the  above  account, 
were  entitled  to  receive  and  retain  such  revenues  for  their  personal  benefit,  is  not 
material,  for  no  one  of  them  has  ever  claimed  or  has  ever  intended  to  claim,  or  \m 
ever  retained  or  ever  expected  to  retain  any  part  of  such  re'^*enue8  for  his  p^BOul 
henefit.  From  time  to  time  various  amounts  have  1  een  yrithdrawn  from  eacn  of  nid 
accounts  and  used  for  the  I  enefit  of  the  banV,  and  from  time  to  time  siims  have  leen 
withdrawn  from  eacH  of  said  accounts  and  directly  pafsed  to  the  credit  of  the  profit 
and  loss  account  of  the  bank. 

These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you,  but  we  maH 
this  statement  at  the  present  time  in  view  of  the  communications  referring  to  the 
general  sul  ject  lately  received  from  the  Comptroller  of  the  Currency,  and  in  order 
that  this  statement  may  1  c  made  of  record  in  tne  minutes  of  the  bank. 
Respectfully,  yours, 

CiiAs.  C.  Glovbr, 
Wm.  J.  Flather. 
Henry  H.  Flatheb. 


Comptroller  of  tiie  Currency, 

Washington,  June  9,  1914. 

Dear  Mr.  iSecretary:  Referring  to  my  letter  of  the  14th  ultimo,  regarding  the 
status  of  the  Riggs  National  Bank  and  that  ban^-'s  application  for  a  special  dejpoeit 
of  District  funds,  I  now  Veg  leave  to  hand  you  with  this  an  analysis  showing  the  loaiiB 
made  by  all  the  national  V  ani  s  in  the  city  of  Waphington  as  of  March  4,  1914. 

From  this  statement  you  will  oVserve  that  of  the  loans  of  the  Rig^  National  Bank 
but  little  more  than  25  per  cent  are  made  on  commercial  paper,  while  approximately 
75  per  cent  of  their  loans  are  made  on  bonds  and  stocks. 

The  Commercial  National  Ban^,  which  in  the  amount  of  money  loaned  ran^s  next 
to  the  Riggs,  is  lending  only  37  per  cent  of  its  loans  on  bonds  and  stocks  and  63  i)er  cent 
on  common  ial  paper,  etc. 

The  banV  ran^  ing  next  in  the  amount  of  money  loans  is  the  National  Bank  of  Wash- 
ington, which  has  47  per  cent  of  its  loans  on  bonds  and  stocks  and  53  per  cent  on  com- 
merrial  paper,  etc. 

The  examiner  advipes  this  office  that  Mr.  Glover,  the  president  of  the  Riggs  National 
BanV,  has  for  some  years  past  kept  a  special  account  in  the  bank  to  cover  his  oisen- 
tions  and  deals  in  real  estate,  from  which  he  has  been  collecting  commissions  on  real 
estate  loans ^  which  he  has  V(»en  placing  for  depositors  of  the  Vank,  the  commisEioDE 
going  personally  to  Mr.  Glover.  This  department  is  not  advised  as  to  whether  or  not 
the  board  of  directors  were  all  informecl  that  Mr.  Glover  was  collectinjf  personally 
these  commissions  at  the  same  time  that  he  was  drawing  a  salary  of  $25,000  per  annum 
from  the  bank. 

The  bank  examiner  informs  me  that  on  the  17th  of  April  the  real  estate  account 
heretofore  carried  in  Glover's  name  was  transferred  to  the  name  of  W.  J.  and  H.  H. 
Flather,  and  since  that  time  the  deals  and  operations  have  been  conducted  in  their 
name  and  the  commissions  collected  by  them  and  appropriated  for  their  personal 
benefit. 


>  The  real  meaning  of  the  "  Glover  and  Flather"  and  "  Flathr r  and  Klathrr"  accounts  to  whi'  h  thecon- 
]nis8io"*8 attested  on  stot-ks  nnd  bonds  and  rcBl estate  w«  rr  r;cordcd,  is  n;on  fully  shown  In  Exhil  it  H  zvA 
affiJavit  of  John  Sk.  lion  Williams.  ComptroIIt  r  of  the  Currency,  .setting  forih  the  tCMtixnony  nven  by  tfa^ 
bank's  own  officers,  before  national  bank  examiners,  sec  p.  - . 
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I  also  understand  that  President  Glover  and  Vice  President  Flather  are  both 
members  of  the  stock  exchange,  and  that  the  two  Flathers,  especially,  have  been 
and  are  conducting  a  brokerage  business,  charging  commissions  on  the  purchase  and 
sale  of  stocks.  It  appears  that  the  bonds  and  stocks  which  are  thus  bought  and  sold, 
and  the  customers  for  whom  the  bonds  and  stocks  are  being  purchased,  are  being  car- 
ried by  the  bank,  with  whom  the  Flathers  arrange  the  loans.  The  two  Flathers  appear 
as  borrowers  of  money  personally  from  the  Riggs  National  Bank  to  the  extent  of 
$127,300,  secured  by  divers  bonds  and  stocks,  and  nearly  all  of  the  assets  of  the  bank 
have  been  loaned  out  on  bond  and  stock  collateral,  not  on  commercial  paper  and  not 
lor  the  promotion  of  the  conmiercial  interests  of  the  city  and  the  advancement  of  it 
industries  and  general  business. 

There  are,  however,  some  large  loans  in  the  bank  based  on  local  public-utility 
stocks,  sue  has  gas  company,  street  railway  company,  etc.,  and  there  is  one  loan  in  the 
bank  for  about  $170,000,  which  has  been  there,  to  a  greater  or  less  extent,  for  more 
than  10  years  past,  which  was  made  to  a  former  Member  of  Congress,  and  which  is 
secured  largely  by  the  shares  of  a  street  railway  company.  The  former  Congressman 
to  whom  this  loan  is  made  was  at  one  time,  I  understand,  a  member  of  the  District 
Committee  of  the  House,  but  this  I  have  not  yet  verified,  and  I  understand  that  a 
consolidation  of  the  street-car  lines  took  place  while  he  was  in  Congress. 

It  is  believed  that  such  operations  as  are  being  carried  on  by  Mr.  Glover  and  the 
vice  president  and  cashier  of  this  bank  are  directly  in  violation  of  the  provisions  of 
the  Federal  reserve  act. 

The  Riggs  National  Bank  has  been  subjected  to  frequent  criticisms  by  this  depart- 
ment for  the  past  10  years  for  various  irregularities,  but  the  admonitions  of  the  depart- 
ment have  been  persistently  ignored,  the  bank  feeling  apparently  secure  and  immune 
from  drastic  action  on  the  part  of  the  powers  that  were. 

In  April,  1904,  Comptroller  Ridgely  called  the  attention  of  the  bank  to  10  loans, 
aggregating  about  $2,000,000,  all  excessive.     At  the  same  time,  he  said  to  them: 

"You  are  again  reminded  that  the  stocks  of  other  corporations,  which  were  acquired 
as  investments,  should  be  disposed  of,  as  such  investments  can  not  be  lawfully  made 
by  a  national  bank. 

"The  examiner  reports  48  loans,  aggregating  $134,402.65,  for  which  real  estate  notes 
are  held  as  collateral.  You  are  again  reminded  that  it  is  unlawful  for  a  national  bank 
to  make  loans  of  this  character,  and  such  loans  should  be  disposed  of  and  the  practice 
of  making  them  discontinued. 

"The  examiner  also  reports  the  j)urchase  and  sale  of  stocks,  bonds,  etc.,  on  com- 
mission. As  heretofore  advised,  it  is  ultra  vires  of  a  national  bank  to  engage  in  this 
business,  and  this  practices  should  also  be  discontinued.^' 

About  six  months  later  the  comptroller  again  called  attention  to  eight  excessive 
loans  which  had  been  the  subject  of  criticism  at  the  preAdous  examination  in  April, 
aggregating  about  12,000,000,  which  were  still  being  unlawfully  carried,  and  in  repeat- 
ing the  instructions  which  had  been  given  in  April,  said: 

"The  stock  purchased  as  an  investment  by  your  bank  should  be  disposed  of,  as  it  is 
unlawful  for  a  national  bank  to  purchase  stock  of  other  corporations  as  an  investment. 
As  heretofore  advised,  the  bank  exceeds  its  corporate  powers  in  the  purchase  and  sale 
of  stocks,  bonds,  etc.,  on  commimon.  This  business  is  evidenced  by  the  character 
of  ca«h  items,  and  the  books  of  the  bank  which  show  commiEsions  on  sales  and  pur- 
chases of  stocks  and  bonds,  as  well  as  on  real  estate  loans  negotiated.  It  is  ultra  vires 
of  a  national  bank  to  traffic  in  stocks  and  bonds  by  buying  and  selling  such  securities 
on  commission. 

"  The  items  of  stock  purchased  on  account  of  customers,  and  interest  due  on  demand 
loans,  now  carried  in  cat h-items  account,  should  be  transferred  to  the  proper  accounts 
without  delay,  and  this  use  of  caeh  items  should  be  discontinued. 

"  Loans  aggregating  $99,052.65  are  secured  by  real  estate  notes.  These  loans  should 
be  disposed  of,  as  it  is  unlawful  for  a  national  bank  to  make  loans  on  or  to  discount 
paper  secured  directly  or  indirectly  by  real  estate. 

"There  was  a  deficiency  of  $131,985  in  that  portion  of  the  lawful  money  reserve 
required  to  be  kept  on  hand.  In  this  connection  attention  is  called  to  section  5191, 
U.  S.  R.  S." 
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The  bank  persistently  disregarded  the  instructions  of  the  comptroller,  and  there- 
fore, in  May.  1905,  the  comptroller  wrote  as  follows:  **  The  following  loans  are  exceanve 
and  should  l)e  reduced  to  the  limit  prescrilwjd  by  section  5200,  U.  S.  R.  S.,''  givinc 
a  list  of  8  or  10  loans,  aggregating  about  $2,000,000,  which  the  bank  had  been  warned 
a^inst  in  April,  1904.  In  this  letter  the  bank  was  again  admonished  as  to  its  de&- 
ciency  in  reserve,  and  the  deputy  comptroller  said: 

"You  are  again  reminded  that  the  stocks  of  other  corporations  acquired  by  tht* 
bank  as  investments  should  be  disposed  of.  as  such  investments  can  not  be  lawhJly 
made  by  a  national  bank.  -' 

It  was  again  warned  as  to  the  49  loans  secured  by  real  estate  notes,  carried  impcop* 
erly.     It  was  also  warned  as  to  lending  money  on  the  bank's  own  stock. 

Again,  in  December.  1905,  the  comptroller  wrote  as  follows: 
'The  following  loans  are  excessive  and  should  be  reduced  to  the  limit  prescribed 
by  section  5200   U.  S.  R.  S.  * 

Then  followed  a  list  of  the  same  loans  complained  of  diu-ing  the  preNious  three 
examinations,  aggregating  about  $2,000,000.    The  comptroller  said: 

"With  two  exceptions,  these  accounts  were  all  excessive  at  the  time  of  the jwe- 
ceding  examination.  You  were  then  required  to  reduce  them  to  the  legal  limit.  Tnev 
remain  jjractic  ally  the  same  as  before.  The  accommodation  extended  George  T. 
Dunlop  IS  not  only  excessive,  but  is  out  of  proportion  to  the  capital  of  your  l>ank. 
They  should  all  be  reduced  to  the  lawful  limit  without  unnecessary  delay. 

"  Effort  should  Ikj  <^on tinned  to  dispose  of  the  59  loans  which  are  secured  by  reil 
estate  notes  held  as  collateral,  as  it  is  unlawful  for  a  national  bank  to  make  loans  on 
or  to  purchase  paper  secured  by  real  estate  in  any  form. 

"It  is  noted  that  a  large  number  of  shares  of  various  corporations  are  still  carried. 
These  should  disposed  of  as  soon  as  possible,  as  it  is  unlawful  for  a  national  bank  to 
invest  in  the  shares  of  stock  of  other  corixirations.-* 

On  June  (>,  1900,  the  deputy  comptroller  a^in  wrote  the  bank,  calling  attention 
to  the  excessive  loans  whicii  had  been  complauied  of  more  than  two  yearsnefore  and 
at  each  examination  since  that  time.     He  also  said: 

''The  stocks  of  the  Columbia  Title  Insurance  Co..  Pennsylvania  Telegraph  Co.. 
People's  Insurance  Co.,  and  the  Real  Estate  Insurance  Co.,  heretofore  camea  by  t!»f 
bank  in  bonds,  securities,  claims,  etc.,  appear  to  be  still  owned  by  the  bank  in  the 
form  of  collateral  for  a  loan  of  $11,039.88  to  one  of  the  employees  of  the  bank.  Tlie 
transfer  of  these  securities  to  loans  and  disc  ounts  is  not  a  cligposiUons  of  theee  stocks. 
The^'  should  be  restored  to  the  account  of  bonds,  securities,  claims,  etc.,  and  be  eo 
carried  until  regularly  dispoeed  of. 

"  Efforts  to  dispose  of  the  loans  seciu-ed  by  real  estate  should  be  continueil.  In  thit* 
connection  you  are  referred  to  office  letter  of  December  1,  1905.  *' 

On  June  24,  1908,  Deputy  Kane  wrote  as  follows: 

**The  lawful  money  reserve  was  deficient  $94,640  on  the  day  the  examination  com- 
menced, but  is  reported  to  have  be(m  made  good  the  following  day.  The  lawful 
reserve  should  be  maintained  at  all  times. 

"  Fourteen  loans  are  reported  as  secured  by  real  estate  notes  as  collateral.  You  an* 
again  reminded  that  the  loans  securiMl  ]>y  real  estate  must  be  disposed  of  and  the 
practice  of  acquiring  such  assets  should  be  diwontinued,  as  it  is  unlawful  for  a  nt- 
tional  bank  to  make  loans  on  or  discount  paper  secured  bv  real  estate  in  any  form. '* 

Comptroller  Murray  came  in  in  September,  1908,  and  for  the  next  several  yean». 
under  his  administrat  ion.  the  ])ank  appears  to  have  been  allowed  to  do  largely  as  they 
])leased,  and  f(?w  or  not  letters  of  admonition  and  warning  were  written. 

At  the  time  of  the  first  examination  under  the  present  administration  the  Lank 
was  found  to  be  carrying  S24,278  of  ca^h  items,  representing  largely  bonds  and  stocks 
Iwught  for  customers.  The  bank  had  b(H?n  running  ])elow  the  reserve  requirement? 
for  the  preceding  30  days.  Vice  Presidents  Flather  and  Ailes  and  Cashier  Flatber 
were  borrowing  from  the  bank  something  in  excess  of  $200,000,  and  President  GIoatt 
was  borrowing  $54,000,    The  total  loans  to  directors  aggregated  about  $600,()00. 

At  the  time  of  the  October,  1913,  examination  the  bank  was  carrying  inx>gular  items 
as  cash  items,  $55,572,  which  it  claimed  were  represented  by  stock  purchased  lor 
customers  and  carried  in  cash  instead  of  being  charged  to  their  personal  accounts. 
The  bank  had  at  that  time  $23,344  of  overdrafts,  including  $H,652  to  Mrs.  C.  C.  Glover. 
The  bank's  reserve  on  the  the  date  of  this  examination  was  deficient. 
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The  report  of  the  national-bank  examiner  made  in  May,  1914,  ehovp  a  great  improve- 
ment in  the  matter  of  the  irregular  practices  previously  complained  of.  Its  fimds, 
however,  were  still  being  loaned  on  Dond  and  stock  collateral,  rather  than  on  com- 
mercial paper,  and  the  bank  had  more  than  its  reserve  on  hand.  There  was  also 
an  improvement  in  the  matter  of  overdrafts. 
Sincerelv,  vours, 

J.  S.  Williams. 
Hon.  W.  G.  McAdoo, 

Secretory  of  the  Treasury. 

In  the  Supreme  Court  of  the  District  of  (Columbia. 

[Equity  No.  33360.1 

The  Riqos  National  Bank,  of  Washington,  D.  C,  versus  John  Skelton 
WiLLL\M8,  Comptroller  of  the  Currency;  William  Gibbs  McAdoo,  Secretary 
OF  the  Treasury;  John  Burke.  Treasurer  of  the  United  States. 

Affidavit  of  Wesley  M.  Bennett. 

District  of  Columbia,  ss: 

Wesley  M.  Bennett,  being  sworn,  says:  I  reside  in  Pittsburgh,  in  the  State  of 
Pennsylvania,  and  am  an  expert  bank  accountant  connected  with  the  Department 
of  Justice. 

Hereto  attached  are — 

(1)  Transcript  of  the  account  between  H.  H.  Flather  and  Lewis  Johnson  &  Co. 
from  1909  to  1914,  as  it  appears  upon  the  books  of  Lewis  Johnson  &  Co.,  except  that 
the  names  of  the  stocks  that  are  written  out  in  full  on  the  books  of  Lewis  Johnson 
&  Co.  are  abbreviated  in  this  transcript. 

(2)  A  like  transcript  of  the  account  between  William  J.  Flather  and  Lewis  Johnson 
A  Co.,  covering  the  same  period. 

(3)  A  like  transcript  of  the  account  between  the  Biggs  National  Bank  and  Lewis 
Johnson  &  Co.,  except  that  there  was  not  time  to  comp^lete  the  full  account  for  the  years 
1910  and  1911.  The  1911  account  contains  the  debit  side  complete,  but  the  credit 
side  only  partly  complete  up  to  April  7, 191 1 .  The  1910  account  could  not  be  obtained 
in  time. 

I  have  had  time  only  thus  far  to  analyze  part  of  the  accounts  of  the  Riggs  National 
Bank,  and  I  refer  to  the  following  transactions  appearing  upon  the  face  of  that  account. 
The  short  sales  among  the  12  transactions  are  so  de6ignate<l  In  the  analysis. 


short  sale. 


1/29/12.  2C0  U.  P.,  at  166 33, 226. 00 

1/29/12.  200  U.  P.,  at  165 33, 025. 00 

1/27/12.  Check 742. 00 

66, 992. 00 


1/18/12.  200  U.  P.,  at  167 33, 371. 00 

1/22/12.  100  U.  P.,  at  167i.  -   •  16, 735.  50 
1/22/12.  100  U.  P.,  at  169 16, 885. 50 

66, 992. 00 


On  February  1,  1912,  100  Union  Pacific  bought  at  162,  $16,212.50,  covered  by 
deposit;  stock  not  delivered,  but  sold  on  February  6,  1912,  at  162},  $16,260.50,  check 
bemg  issued  therefor. 


short  sale. 


2/12/12.  100  U.  P.,  at  162| 
2A0/12.  Check 


2/15/12.  lOOU.  P.,  atl64i.. 
2/14/12.  Check 


16, 287. 50 
98.00 

16, 385.  50 

16, 462. 50 
210.50 


2/8A2.  100  U.  P.,  at  164 16, 385.  50 


2/15/12.  100  U.  P.,  at  165i-  •  • 
2/14A2.  Div.  100  U.  P 


16, 673. 00 

short  sale. 


16, 498. 00 
175.00 

16. 673. 00 


2/19/12.  100  U.  P.,  atl64|. 
2A6/12.  Check 


16, 487. 50 
23.00 

16, 510. 50 


2/16/12.  100  U.  P.,  at  165i. ...  16. 510. 50 
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On  February  19,  1912,  100  Union  Pacific  bought  at  164,  $16,412.50,  covered  by 
deposit;  stock  not  delivered,  but  sold  on  February  20,  1912,  for  $16,448,  check  being 
iflsued  therefor. 


1/15/12.  Div.  100  W.  U 75. 00 

3/5/12.  100  U.  P.,  at  164i....  16,475.00 

3/6/12.  100  Steel,  at  63| 6,375.00 

3/7/12.  Check 131. 50 

3/7/11.  lOON.  P.,  atll8| 11,875.00 

34, 931. 50 


3/6/12.  100  U.  P.,  at  166i 16,610.90 

3/6/12.  100  N.  P..  at  119J 11,910.50 

3/6/12.  100  Steel,  at  64J 6,410.50 


34, 931. 50 


On  March  18,  1912,  100  Northern  Pacific  sold  at  121,  $12,085.50;  check  issued  there- 
for under  date  of  March  15,  1915. 

4/8/12.  100  Can,  at  25} 2, 587.  50     4/8/12.  100  Can,  at  26} 2, 660. 50 

4/6/12.  Check 73. 00 

2,660.50  i 

On  April  8, 1912, 100  Can  bought  at  26},  $2,650,  covered  by  deposit.     Stock  delivered 
April  13,  1912. 

4/24/12.  200  L.  V.,  at  1661.  -   -  16, 625. 00     4/25/12.  200  L.  V.,  at  1674 16. 735.50 

4/24/12.  Check 110. 50 


16,735.50  1 

SHORT  SALE. 

8/21/12.  100  Cen.  Lea.,  at  29^.     2, 962. 50  j  8/18/12.  100  Cen.  Leath.,  at  30.     2. 96&5D 
8/21/12.  Check 23. 00 

2, 985.  50 

On  September  9,  1912,  100  Central  Leather  sold  at  30,  $2,985.50;  settled  by  check. 

1/30/13.  100  Can,  at  391 13, 937. 50     1/30/13.  100  Can,  at  401 $4,  Oia  SO 

1/29/13.  Check 73. 00 

4, 010.  50 

On  January  29,  1913,  200  Can  received,  check  issued  for  $7,883.50;  sales  beii^ 
made  on  January  30,  1913,  of  100  shares  each  at  39|  and  39j;  total,  $7,883.50. 

SHORT  BALE. 

2/3/13.  100  Can,  at  42 $4,  212.  50     1/31/13.  100  Can,  at  42f S4, 260.50 

2/1/13.  Check 48. 00 

4,  260.  50 

On  January  30,  1913,  100  Can  received  and  check  issued  for  $4,285.50;  sale  beii^ 
under  date  of  January  31,  1913,  at  43. 


5/6/13.  100  Can,  at  331. , 


$3,335i50 


6/24/13.  100  Steel,  at  52J 5,223.00 


5/5/13.  100  Caa,  at  32i $3, 262.  50 

5/6/13.  Check 73. 00 

3, 335.  50 

6/23/13.  100  Steel,  at  51 5, 112. 50 

6/23/13.  Check 110. 50 

5, 223. 00 

In  connection  with  the  above  transactions  I  have  examined  the  checks  and  tbe 
indorsements  thereon.  In  each  case  the  check  for  the  profit  was  made  to  the  older 
of  Mr.  H.  H.  Flather  and  indorsed  by  him. 

Weslby  M.  Bbnnbtt. 

Subscribed  and  sworn  to  before  me  this  10th  day  of  May,  A.  D.  1915. 
[seal.]  F.  a.  Couro&D, 

JVblory  PufcKe. 
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Comptroller  op  the  Currency, 

Washington^  June  9,  1914. 

Dear  Mr.  Secretary:  Referring  to  my  letter  of  the  14th  ultimo,  regarding  the 
status  of  the  Rigss  National  Bank  and  that  bank's  application  for  a  special  deposit 
of  District  f  undsTl  now  beg  leave  to  hand  you  with  this  an  analysis  showing  the  loans 
made  by  all  the  national  banks  in  th^  city  of  Washington  as  of  March  4,  1914. 

From  this  statement  you  will  observe  that  cf  the  loans  of  the  Riggs  National  Bank 
but  little  more  than  25  per  cent  are  made  on  commercial  paper,  while  approximately 
75  per  c:ent  of  their  loans  are  made  on  bonds  and  stocks. 

The  Commercial  National  Bank,  which  in  the  amount  of  money  loaned  ranks  next 
to  the  Riggs,  is  lending  only  37  per  cent  of  its  loans  on  bonds  and  stocks  and  63  per 
cent  on  commen  ial  paper,  etc. 

The  bank  ranking  next  in  the  amount  of  money  loaned  is  the  National  Bank  of 
Washington,  which  nas  47  per  cent  of  its  loans  on  bonds  and  stocks  and  53  per  cent 
on  commerc  ial  paper,  etc. 

The  examiner  aavises  this  office  that  Mr.  Glover,  the  president  of  the  Riggs  National 
Bank,  has  for  some  years  past  kept  a  special  account  in  the  bank  to  coyer  his  opera- 
tions and  deals  in  real  estate,  from  which  he  has  been  collecting  commissions  on  real 
estate  loans  which  he  has  been  placing  for  depositors  of  l^e  bank,  the  commissions 
going  personally  to  Mr.  Glover.  This  department  is  not  advised  as  to  whether  or  not 
the  board  of  directors  were  all  informed  that  Mr.  Glover  was  collecting  personally 
these  commissions  at  the  same  time  that  he  was  drawing  a  salary  of  $25,000  per  annum 
from  the  bank. 

The  bank  examiner  informs  me  that  on  the  17th  of  April  the  real  estate  account 
heretofore  carried  in  Glover's  name  was  transferred  to  the  name  of  W.  J.  and  H.  H. 
Flather,  and  since  that  time  the  deals  and  operations  have  been  conducted  in  their 
name  and  the  commissions  collected  by  them  and  appropriated  for  their  personal 
benefit. 

I  also  understand  that  President  Glover  and  Vice  President  Flather  are  both  mem- 
bers of  the  stock  exchange,  and  that  the  two  Flathers,  especially,  have  been  and  are 
conducting  a  brokerage  business,  charging  commissions  on  the  purchase  and  sale  of 
stocks.  It  appears  tlmt  the  bonds  and  stocks  which  are  thus  bought  and  sold,  and 
the  customers  for  whom  the  bonds  and  stocks  are  being  purchased,  are  being  carried 
by  the  bank,  with  whom  the  Flathers  arrange  the  loans.  The  two  Flathers  appear  as 
borrowers  of  monev  personally  from  the  Riggs  National  Bank  to  the  extent  of  $127,300, 
secured  by  divers  bonds  and  stocks,  and  nearly  all  of  the  assets  of  the  bank  have  been 
loaned  out  on  bond  and  stock  collateral,  not  on  commercial  paper  and  not  for  the 
promotion  of  the  commercial  interests  of  the  city  and  the  advancement  of  its  industries 
and  general  business. 

There  are,  however,  some  large  loans  in  the  bank  based  on  local  public-utility 
stocks,  such  as  gas  company,  street  railway  company,  etc.,  and  there  is  one  loan  in 
the  bank  for  about  $170,000  which  has  been  there,  to  a  Rxeater  or  less  extent,  for  more 
than  10  vears  past,  which  was  made  to  a  former  Member  of  Congress,  and  which  is 
secured  largely  by  the  shares  of  a  street  railway  company.  The  former  Congressman 
to  whom  this  loan  is  made  was  at  one  time,  I  understand,  a  member  of  the  District 
Committee  of  the  House,  but  this  I  have  not  yet  verified,  and  I  understand  that  a 
consolidation  of  the  street  car  lines  took  place  while  he  was  in  Congress. 

It  is  believed  that  such  operations  as  are  being  carried  on  by  Mr.  Glover  and  the 
vice  president  and  cashier  of  this  bank  are  directly  in  violation  of  the  provisions  of 
the  Ifederal  reserve  act. 

The  Kiggs  National  Bank  has  been  subjected  to  frequent  criticisms  by  this  depart^ 
ment  for  the  past  10  years  for  various  irregularities,  but  the  admonitions  of  the  depart- 
ment have  been  persistently  ignored,  the  bank  feeling,  apparently,  secure  and  immune 
from  drastic  action  on  the  part  of  the  powers  that  were. 

In  April,  1904,  Comptroller  Ridgely  called  the  attention  of  the  bank  to  10  loans, 
aggregating  about  $2,000,000,  all  excessive.    At  the  same  time,  he  said  to  them: 

**  You  are  again  reminded  that  the  stocks  of  other  corporations,  which  were  acquired 
as  investments,  should  be  disposed  of,  as  such  investments  can  not  be  lawfully  made 
by  a  national  bank. 

*'The  examiner  reports  46  loans,  aggregating  $134,402.65,  for  which  real  estate  notes 
are  held  as  collateral.  You  are  again  reminded  that  it  is  unlawful  for  a  national  bank 
to  make  loans  of  this  character,  and  such  loans  should  be  disposed  of  and  the  practice 
of  making  them  discontinued. 
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"The  examiner  alno  rc'iK)rt8  the  purchaHe  and  Male  of  Htockrt,  bonds,  etc.,  (Hi  com- 
mit»ion.  As  heretofore  advised  it  is  ultra  vires  of  a  national  bank  to  engage  in  this 
business,  and  this  practice  should  also  be  discontinued.'* 

About  six  months  later  the  (Comptroller  ag^in  called  attention  to  ei|rht  excesBive 
loans  which  had  been  the  subject  of  criticisnl  tt  the  previous  examination  in  April, 
aggregating  about  12,000,000,  which  were  still  being  unlawfully  carried,  and  in  repeat- 
ing the  instructions  which  had  been  given  in  A^^i],  said: 

*'The  stock  purchased  as  an  investment  by  your  bank  should  be  dispoeed  of,  as  it 
is  unlawful  for  a  national  bank  to  purchase  stock  of  other  corporation?  as  an  investment. 
As  heretofore  advised,  the  bank  exceeds  its  corporate  powers  in  the  purchase  and  mik 
of  stocks,  bonds,  etc.,  on  commission.  This  business  is  evidenced  by  the  character 
of  cash  items  and  the  books  of  the  bank,  which  show  commissions  on  aalea  and  pur- 
chases of  stocks  and  bonds,  as  well  as  on  real  estate  loans  negotiated.  It  is  ultxa  \iat 
of  a  national  bank  to  traffic  in  stocks  and  bonds  by  buying  and  selling  such  secuiitiei 
on  commission. 

**The  items  of  stock  purchased  on  account  of  customers,  and  interest  due  on  demand 
loans,  now  carried  in  cash-items  account,  should  be  tranderred  to  the  proper  accounts 
without  delay,  and  this  use  of  cash  items  should  be  discontinued. 

' '  lx)ans  aggregating  199,052.65  arc  secured  b v  real  estate  notes.  These  loans  should 
be  disposed  of,  as  it  is  unlawful  for  a  national  bank  to  make  loans  on  or  to  discount 
paper  secured  directly  or  indirectly  by  real  estate. 

'* There  was  a  deficiency  of  $131,985  in  that  portion  of  the  lawful  money  reserve 
required  to  be  kept  on  hand.  In  this  connection  attention  is  called  to  section  5191. 
United  States  Revised  Statute*." 

The  bank  persistently  disregarded  the  instructions  of  the  comptroller,  and  there^ 
fore,  in  May,  1905,  tke  comptroller  wrote  as  follows:  '*The  following  loans  are  excesa^^ 
and  should  be  reduced  to  the  limit  prescribed  by  section  5200,  United  States  Kevised 
Statutes,*'  giving  a  list  of  8  or  10  loans,  aggregating  about  $2,()00,000,  which  the  bank 
had  been  warned  against  in  April,  1904.  In  this  letter  the  bank  was  again  admon- 
ished as  to  its  deficiency  in  reserve,  and  the  deputy  comptroller  said: 

''You  are  again  reminded  that  the  stocks  of  other  corporations  acquired  by  the 
bank  as  investments  should  be  disposed  of,  as  such  investments  can  not  be  lawfuUy 
made  by  a  national  bank." 

It  was  again  warned  as  to  the  49  loans  secured  by  real  estate  notes,  carried  im- 
properly.    It  was  also  warned  as  to  lending  money  on  the  bank's  own  stock. 

Again,  in  December,  1905,  the  comptroller  wrote  as  follows:  *'The  following  loans 
are  excessive  and  should  be  reduced  to  the  limit  prescribed  by  section  5200,  United 
States  Revised  Statutes. ' '  Then  followed  a  list  of  the  same  loans  complained  of  durinr 
the  previous  three  examinations,  aggregating  about  12,000,000.    The  comptroller  said: 

"With  two  exceptions,  these  accounts  were  all  excessive  at  the  time  of  the  pie- 
ceding  examination.  You  were  then  required  to  reduce  them  to  the  legal  limit. 
They  remain  practically  the  same  as  before.  The  accommodation  extended  Geo.  T. 
Dunlap  is  not  only  excessive,  but  is  out  of  proportion  to  the  capital  of  your  bank. 
They  should  all  be  reduced  to  the  lawful  limit  without  uimccessary  delay. 

''Effort  should  be  continued  to  dispose  of  the  59  loans  which  are  secured  by  reil 
estate  notes  held  as  collateral,  as  it  is  unlawful  for  a  national  bank  to  make  loans  od 
or  to  purchase  paper  secured  by  real  estate  in  any  form. 

'*It  is  notiHi  tliat  a  large  number  of  shares  of  various  corporations  are  still  carried. 
These  should  be  disposed  of  as  soon  as  possible,  as  it  is  unlawful  for  a  national  bank 
to  invest  in  the  shares  of  stock  of  other  corporations." 

On  June  G,  1906,  the  deputy  comptroller  again  ^Tote  the  bank,  calling  attention  » 
the  excessive  loans  which  haci  been  complained  of  more  than  two  years  before  and 
at  each  examination  since  that  time.    He  also  said: 

"The  stocks  of  the  ('olumbia  Title  Insurance  Co.,  Pennsylvania  Telegraph  Co., 
People's  Insurance  Co.,  and  the  Real  Estate  Insurance  Co.,  heretofore  cameaby  the 
bank  in  bonds,  securities,  claims,  etc.,  appear  to  bo  still  owned  by  the  bank  in  the 
form  of  collateral  for  a  loan  of  |1 1,039.88  to  one  of  the  employees  of  the  bank.  The 
transfer  of  these  securities  to  loans  and  discounts  is  not  a  dlBposition  of  these  stocks. 
They  should  be  restored  to  the  account  of  bonds,  securities,  claims,  etc.,  and  be  ao 
earned  until  regularly  disposed  of. 
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"Effort  to  dispone  of  the  loans  secured  by  real  estate  Hhould  be  continued.  In  thi^ 
connection  you  are  referred  to  office  letter  of  December  1.  1905. " 

On  June  24,  1908,  Deputy  Kane  wrote  as  follows: 

"The  lawful  naoney  reserve  wa?  deficient  $94,640  on  the  day  the  examination 
commenced,  but  is  reported  to  have  been  made  good  the  following  day.  The  lawful 
reserve  should  be  maintained  at  all  times. 

"Fouiteen  loans  are  reported  a* secured  by  real  estate  notes  as  collateral.  You  are 
again  reminded  that  the  loans  secured  by  real  estate  must  be  disposed  of  and  the 

gractice  of  acquiring  such  assets  should  be  discontinued,  as  it  is  unlawful  for  a  national 
ank  to  make  loans  on  or  discount  paper  secured  by  real  estate  in  any  form. " 

Comptroller  Murrajr  came  in  in  September,  1908,  and  for  the  next  several  years, 
under  nis  administration,  the  bank  appears  to  have  been  allowed  to  do  largely  as  they 
pleased,  and  few  or  no  letters  of  admonition  and  warning  were  written. 

At  the  time  of  the  first  examination  under  the  present  administration  the  bank  was 
found  to  be  carrying  $24,278  of  cash  items,  representing  largely  bonds  and  stocks 
bought  for  customers.  The  bank  had  been  running  below  the  reserve  requirements 
for  the  preceding  30  days.  Vice  Presidents  Flather  and  Ailes  and  Cashier  Flather 
were  borrowing  from  the  bank  something  in  excess  of  $200,000,  and  President  Glover 
was  borrowing  $54,000.     The  total  loans  to  directors  aggregated  about  $600,000. 

At  the  time  of  the  October,  1913,  examination  the  bank  was  carrying  irregular  items 
as  cash  items,  $55,572,  which  it  claimed  were  represented  by  stock  purchased  for  cus- 
tomers and  carried  in  cash  instead  of  being  charged  to  their  personal  accounts.  The 
bank  had  at  that  time  $23,344  of  overdrafts,  including  $6,652  to  Mrs.  C.  C.  Glover. 
The  bank's  reserve  on  the  date  of  this  examination  was  deficient. 

The  report  of  the  national-bank  examiner  made  in  May,  1914,  shows  a  great  improve- 
ment in  the  matter  of  the  irregular  practices  previously  complained  of.  Its  funds, 
however,  were  still  being  loaned  on  bond  and  stock  collateral,  rather  than  on  commer- 
cial paper,  and  the  bank  had  more  than  its  reserve  on  hand.  There  was  also  an  im- 
provement in  the  matter  of  overdrafts. 
Sincerely,  yours, 

J.  S.  Williams. 

In  the  Supreme  Court  op  the  District  of  Columbia. 

Equity  No.  33360. 

The  Rioos  National  Bank,  of  Washington,  D.  C,  v.  John  Skelton  Williams, 
Comptroller  of  the  Currency;  Wiluam  Gibbs  McAdoo,  Secretary  of  the 
Treasury;  John  Burke,  Treasurer  of  the  United  States. 

Affidavit  of  Wesley  M.  Bennett: 

District  of  Columbia,  M.- 
Wesley M.  Bennett,  being  sworn,  says:  I  reside  in  Pittsburgh,  in  the  State  of  Penn- 
sylvania, and  am  an  expert  bank  accountant  connected  with  the  Department  of 
Justice. 

Herto  attached  are— 

(1)  Transcript  of  the  account  between  H.  H.  Flather  and  Lewis  Johnson  A  Co. 
from  1909  to  1914,  as  it  appears  upon  the  books  of  Lewis  Johnson  <&  Co.,  except  that  the 
names  of  the  stocks  that  are  written  out  in  full  on  the  books  of  Lewis  Johnson  &  Co. 
are  abbreviated  in  this  transcript. 

(2)  A  like  transcript  of  the  account  between  William  J.  Flather  and  Lewis  Johnson 
&  Co.,  covering  the  same  period. 

(3)  A  like  transcript  of  the  account  between  the  Riggs  National  Bank  and  Lewis 
Johnson  &  Co.,  except  that  there  was  not  time  to  complete  the  full  account  for  the 
years  1910  and  1914.  The  1911  account  contains  the  debit  side  complete,  but  the 
credit  side  only  partly  complete  up  to  April  7,  1911.  The  1910  account  could  not  be 
obtained  in  time. 

I  have  had  time  only  thus  far  to  analyze  part  of  the  accounts  of  the  Riggs  National 
Bank  and  I  refer  to  ^e  following  transactions  appearing  upon  the  face  of  that  account. 
The  short  sales  among  the  12  transactions  are  so  designated  in  the  analysis. 

144»36— 19 50 
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SHORT  SALE. 


1/29/12.  200  U.  p.,  at  166. ...  33,  225. 00 
1/29/12.  200  U.  P.,  at  165....  33,025.00 
1/27/12.    Check 742.00 


66, 992.  00 


1/18/12.  200  U.  P..  at  167....  33,371.00 
1/22/12.  100  U.  P.,  at  167J...  16,735.50 
1/22/12.     100  U.  P.,  at  169. ...   16. 885. 50 


66,992.00 


On  February  1,  1912,  100  Union  Pacific  bought  at  162,  $16,212.50,  covered  bx 
deposit;  stock  not  delivered,  but  sold  on  Februar>'  6,  1912,  at  162},  $16,260.50,  check 
being  issued  therefor. 


SHORT  SALE. 


2/12/12.     100  U.  P.,  at  162} ...  16, 287.  50     2/8/12.     100  U.  P.,  at  164 
2/10/12.     Check 98.00 


16  385  50 
2A5/12.  100  U.  P.,  at  164. . . .  16*,  462*.  50 
2/14/12.     Check 210.  50 


16,385.50 


2/15/12.     100  U.  P.,  at  165J.. .   16,498.00 
2/14/12.     Div.  100  U.  P 175. 00 


16,673.00 


2/19/12.     100  U.  P.,  at  164}. . .   16, 487.  50 
2/16/12.     Check 23.00 


16, 673.  00 

SHORT  SALE. 

2/16/12.     100  U.  p.,  at  165^. . .   16, 510. (» 


16, 510.  50 


On  February  19, 1912, 100  Union  Pacific  bought  at  164.  $16,412.50,  covered  by  deposit; 
stock  not  delivered,  but  sold  on  February  20,  1912,  for  $16,448,  check  being  issued 
therefor. 


1/15/12.  Div.  100  W.  U 75. 00 

3/5  /12.  100  U.  P.,  at  164|. . .  16, 475.  00 

3/6  /12.  100  Steel,  at  63J 6, 375. 00 

3/7/12.  Check 131.50 

3/7  /12.  100  N.  P.,  at  118f...  11,875.00 

34,931.00 


3/6/12.  100  U.  P.,  at  166}. ...  16, 6ia 50 
3/6/12.  100  N.  P.,  at  119}....  11.9ia50 
3/6/12.     100  Steel,  at  64} 6, 140. 50 


34, 931. 50 


On  March  18, 1912, 100  Northern  Pacific  sold  at  121,  $12,085.50;  check  issued  theie- 
for  under  date  of  March  15,  1915. 

4/8/12.     100  Can,  at  25} 2,587.50     4/8/12.     100  Can,  at  26} 2.660  50 

4/6/12.     Check 73.00 

2, 660.  50 

On  April  8, 1912, 100  Can  bought  at  26},  $2,650,  covered  by  deposit.     Stock  delivered 
April  13,  1912. 

4/24/12.     200  L.  V.,  at  166}. . .   16,  625.  00     4/25/12.     200  L.  V.,  at  167*. . .    16  735. 50 
4/24/12.     Check 110.50 

16.  735.  50 

SHORT  SALE. 

8/21/12.     Cen.  Lea.,  at  29i . . . .    2, 962.  50  :  8/18/12.    100  Cen.  I.euth.,  at  30     2  985. 60 
8/21/12,     Check 23.00  ' 

8/18/12.  lOOCen.  Leath.,at30.    2,985.50 

On  September  9,  1912,  100  Central  Leather  sold  at  30,  $2,985.50;  settled  by  dieck. 

1/30/12.     100  Can,  at  39i 3, 937.  50  I     /30/13.     100  Can,  at  40}. . . .         4  OiaSO 

1/29/13.     Check 73.00 

4, 010.  50 

On  January  29,  1913.  200  Can  received  check  issued  for  $7,883.50;  salee  beins  m«A 
on  /anuary  30,  1913,  ot  100  shares  each  at  391  and  39J.  total  $7,883.50.       ■''"—6 
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SHORT  SALE. 


2/3/13.     100  Can,  at  42 4,212.50 

2/1/13.     Check 48.00 


1/31/13.     100  (^an,  at  42i 4, 260.  50 


4,  260.  50 

SHORT  SALE. 

On  January  30,  1913,  100  Can  received  and  check  issued  for  $4,285.50,  sale  being 
oU 


under  date  of  January  31,  1913,  at  43. 

6/5A3.  100  Can,  at  32J 3, 262. 50 

5/6/13.  Check 73.00 

3, 335. 50 

6/23/13.  100  Steel,  at  51 5,112.50 

6/23/13.  Check 110.50 

5, 223. 00 


5/6A3.  lODCan,  at33i 3,335.50 


6/24/13.  100  Steel,  at  52| 5, 223. 00 


In  connection  with  the  above  transactions  I  have  examined  the  checks  and  the  in- 
dorsements thereon.  In  each  case  the  check  for  the  profit  was  made  to  the  order  of 
Mr.  H.  H.  Flather  and  indorsed  by  him. 

Wesley  M.  Bennett. 

Subscribed  and  sworn  to  before  me  this  10th  day  of  May,  A.  D.  1915. 

[seal.]  F  .a.  Colford, 

Notary  Public. 


Treasury  Department, 

Washingtoriy  August  /,    1919. 
Hon.  George  P.  McI.ean, 

Chairman  Banking  and  Currency  Committee  j 

United  States  Senate  J  Washington  f  D.  C. 

Dear  Sir:  In  my  letter  to  you  of  the  29th  ultimo  1  submitted,  in  reply  to  an  inquiry 
from  you,  fijjures  which  show  that  from  June,  1904,  to  June,  1914,  the  percental  of 
increase  m  the  resources  of  the  Riggs  National  Bank  had  amounted  to  only  about 
one-fourth  of  the  percentage  of  increa.se  which  had  taken  place  in  the  same  period  in 
all  the  other  national  banks  throughout  the  country. 

In  the  iiame  letter  I  pointed  out  that  the  Riggs  National  Bank  had  been  required 
in  1914  by  the  comptroller's  office  to  desist  from  their  irregular  and  unlawful  operations, 
and  that  after  the  officers  of  the  bank  had  been  required  to  confine  their  time  and  at- 
tention more  closely  to  the  legitimate  business  of  a  national  bank,  the  resources  of  the 
Ri^rs  National  Bank  had  in  the  five-year  period  from  June,  1914,  to  May,  1919,  in- 
creased 83.29  per  cent,  against  an  increase  in  the  resources  of  all  the  national  banks 
in  the  country  of  81.37  per  cent. 

I  understand  that  the  question  has  also  been  raised  as  to  whether  or  not  the  increase 
in  resources  of  18.64  per  cent  shown  by  the  Riggs  National  Bank  between  June,  1904, 
and  June,  1914,  was  out  of  line  with  the  increase  shown  by  all  the  other  banks  in  the 
District  of  (Mlumbia  for  that  same  period. 

In  reply  to  that  suggestion,  I  have  the  honor  to  advise  you  that  the  records  give  the 
following  figures: 

A^inst  an  increase  in  total  resources  from  June,  1904,  to  June,  1914,  of  the  Riggs 
National  Bank  of  18.64  per  cent,  we  find  that  the  total  resources  of  all  other  banks 
in  the  District  of  Columbia  for  that  same  period  increased  114.07  per  cent,  which 
means  that  the  percentage  of  increase  in  resources  from  1904  to  1914  of  all  the  other 
banks  in  the  District  of  Columbia  was  more  than  six  times  as  great  as  the  percentage  of 
increase  shown  by  the  Ri^s  Bank  during  that  period. 

It  is  true  that  tne  Rimi  National  Bank  made  large  earnings  in  those  years,  but  those 
big  earnings  are  traceiHble  very  laii^ly  or  mainly  to  the  favoritism  which  the  bank 
enjoyed  from  the  Treasury  Department  in  various  ways.  The  records  show  clearly 
that  a  large  part  of  the  dividends  paid  by  the  Riggs  Bank  on  its  capital  stock  from 
1904  to  1914  ^-as  directly  due  to  the  large  profits  wiuch  the  bank  derived  from  the 
"grossly  abnormal "  proportion  of  Government  funds  placed  with  it  without  interest 
during  those  years  through  ^voritism  or  the  exercise  of  special  ii\&\i<^\ic:^. 
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In  tliis  counection  1  invito  your  attention  to  a  paragraph  in  Secretary  MrAdoo> 
afiidavit  in  tho  Ritoxs equity  (m\  in  which  he  said  (p.  510  of  Fobruan'  hearing;? befofe 
the  committee): 

"The  total  depi^sits  of  the  ])laintiff  bank,  exchisive  of  Government  funds,  on  April 
».  190H,  wert^  ap])roxima1lye  $7,381,912.20.  The  proportion  of  Go\'enunent  funds  to 
total  deposits  and  to  the  then  rapital  and  Rurplu.**  of  the  bank  ($900,000)  waa  grosAy 
abnormal  and  unpppce<lent<d.    *    »    ♦ 

"Durinjr  that  time  then*  were  11  national  banks  in  the  cit^'  of  Washington,  and  the 
depoflit.s  of  the  plaintiff  bank  averaged  not  exceeding  39  ))er  cent  of  the  total  averi^ 
defwwts  of  f»ai<l  national  banks.  The  total  def)osit8  of  Government  funds  in  all  of  the 
renmining  national  banks  of  Washinirton  durinjx  raid  period  averaged  approximately 
S278,874.  Th(*  average  balance  of  Government  funds  on  <lepoeit  with  the  plaintiff 
bank  from  the  time  the  said  Ailes  became  connected  with  the  bank  in  Apnl,  1903, 
until  March,  1907,  was  $2,018,957." 

The  whole  rt^fonl,  Mr.  Chairinan,  ]m»sentH  a  com])lele  and  hverwlielininjj  refutation 
of  Mr.  Ilojjan'.s  reckleps  but  delilwrate  and  brazen  denial  made  in  his  testimony  before 
vour  committee  on  the  9th  ultimo  (p.  99V  At  that  time,  in  reflponse  to  Senator  Pie- 
linghuysen'H  question,  "Is  there  anything  in  the  re(»ord  which  shows  undue  favorit- 
ism by  previous  administrations  to  the  Rij^s  Bank  or  any  other  bank?"  Mr.  Uogan 
unblushingly,  and  with  the  same  disrepanl  for  the  truth  which  had  characterised 
his  preparation  of  the  affidavit  which  resulted  in  the  indictment  for  perjury  of  three  of 
the  Riggs'  officers,  answered,  "There  is  not." 

I  respectfully  ask  that  this  complete  letter  be  printed  in  the  recortl  of  these  hearim? 
a«  supplementary'  to  my  letter  to  you  of  July  29,  1919. 
Your-',  very  truly, 

.John  Skklton  Williams, 

Comptroller. 


Treasury  Department, 

Washington,  August  ft,  1919. 
lion.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  is tatis  Senate,  Washington,  D.  C. 

Dear  Sir:  In  my  letter  to  you  of  the  29th  ultimo,  1  gave  you  a  list  of  five  of  the  ao- 
railed  ** Coofier  "  banks  which  have  already  become  defunct.  In  that  list  was  included 
the  Waycross  Savings  &  Trust  Co.,  which  I  had  been  ad\Tsed  by  a  bank  examiner 
was  in  receiver's  hands.  The  examiner  now  tells  me  that,  although  that  bank  became 
"utterly  and  notoriously  insolvent,"  as  stated  under  oath  by  N.  r.  Jenrette,  close  as- 
sociate and  kinsman  of  Wade  Cooi)er  and  L.  J.  Cooper  (p.  223,  present  hearings),  and 
although  the  bank  is  closed  and  application  made  for  recjeiver,  the  examiner  is  not 
advised  whether  or  not  a  rec-eiver  lias  yet  been  actually  appointed. 

As  illustrative  of  the  deceptive  methods  of  that  particular  Cooper  bank,  the  Wavoroas 
Savings  &  Trust  Co.,  I  invite  your  attention  to  a  letter,  copy  of  which  I  ha\'e  in  my 
|)osse8sion,  addressed  before  the  company  failed  by  the  secretary  of  tliat  companV 
to  N.  P.  Jenrette.  maker  of  the  affidavit  above  referred  to,  in  which  the  secretary  Bai<{. 

"Wo  had  a  State  bank  examiner  here  last  week,  but  I  made  that  one  belie^'e  w  iwie 
not  subject.  If  one  who  'knows  his  business'  comes  along,  I  can  not  do  it,  and  we  will 
check  up  short  the  amount  of  that  Townsend  paper  unless  we  have  something  el* 
in  its  place.  *  *  *  To  have  been  on  the  safe  side,  1  should  have  let  Mr.  Cooper  do 
the  canceling  and  take  the  responsibility,  but  relyinj;  on  your  promise  I  did  not  'play 
safe'  and  now  I  am  left  to  be  blamed  if  any  shortagt*  is  shown  on  account  of  it.  What 
will  you  do  about  it?" 

Other  documents  in  my  possession  furnish  complete  proof  of  the  crookedness  and 
utter  unreliability  of  the  Cooper  clique  and  fully  corroborate  my  statement  heietofoie 
made  to  your  committee  that  such  men  arc  not  fit  to  have  charge  of  the  operations  of 
any  banlc. 

1  ask  that  this  letter  l)e  printed  in  the  record. 

Respectfully,  John  Skelton  Williams, 

Comptroller, 

'*lt  seeins  to  me,  on  the  record  that  is  made  here  before  me  now,  that  the  Govern- 
ment officials  would  have  been  remiss  if  they  had  consented  to  permit  the  (Riggv) 
bank  to  act  as  agent  for  a  new  applicant  bank,  because  ♦  ♦  ♦  there  is  evidence  hew 
of  persistent  \'iolations  of  the  law,  and  that  they  began  not  with  Mr.  Williams's  in- 
cumbency of  the  office,  ♦  «  *  but  they  began  before  he  came  there,  and  tbeie  v 
evidence  that  they  are  continuing  until  tms  day."  (May,  1915.)  (Decision  of  So- 
Dteme  Court,  District  of  C<)\\mibV«L,\ii^^!BR^«^'^\»:^ 
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<«♦  ♦  »  J  jJq  j^q^  ggg  i^Q^  anybody  can  fail  reasonably  to  reach  that  conclusion'' 
(that  if  there  was  a  manifestation  of  malice,  it  was  on  the  part  of  the  Riggs  Bank) 
'*and  that  if  there  was  bad  blood — I  do  not  know  as  to  that — if  there  is  anything 
between  the  parties,  there  is  nothing  here  to  show  that  the  two  defendants"  (the 
Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency)  "were  the  aggressors 
in  the  matter."     (Decision  Supreme  (.ourt^  District  of  Columbia,  in  Riggs  suit.) 

"Tlie  affidavits  submitted  by  the  defendants  on  the  motion  for  preliminary  relief 
completely  met  and  overcame  the  charges  of  malice  and  bad  faith  on  the  part  of  the 
Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency;  *  *  *  ."  (Deci- 
sion Supreme  Court,  District  of  (Columbia,  in  Riggs  suit.) 

"The  court  sustains  the  right  of  the  comptroller  to  have  the  reports  and  information 
called  for;  and  the  right  to  impose  fines  in  accordance  with  the  provisions  of  the 
statute,  if  the  bank  shall  refuse  them."  (Letter  to  the  comptroller  from  Riggs  Na- 
tional Bank.  June  21,  1916,  signed  by  its  officers  and  11  directors.) 


Treasury  Department, 
Office  op  Comptroller  of  the  Currency, 

Washington,  August  12,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate. 

Dear  Sir:  I  am  anxious  to  impress  on  your  mind  and  on  the  committee  the  unmis- 
takable fact  that  the  Riggs  National  Bank  had  been  under  censure  and  criticism 
by  the  Treasury  Department  for  17  years  before  I  entered  the  Government  service. 
Much  of  the  time  of  your  committee  was  taken  up  listening  to  efforts  to  put  me  in 
the  position  of  a  bitter  enemy  persecuting  an  inoffensive  ana  law-abiding  institution. 
The  truth  is,  the  bank  had  \iolated  the  laws  and  regulations  and  the  principles  of 
safe  banking  persistently  and  defiantly,  and  was  brought  to  order  at  last,  after  a  very 
strenuous  and,  I  regret  to  say,  noisy  battle.  It  was  simply  my  fate  to  be  in  office 
when  the  offenses  became  intolerable  and  hope  of  reformation,  except  under  pressure, 
had  disappeared. 

To  submit  full  proof  of  this  I  take  advantage  of  the  permission  you  gave  me  at  the 
hearing  before  your  committee  on  July  29,  1919,  to  insert  in  the  record  a  portion  of 
the  correspondence  between  the  Treasury  Department  and  the  Riggs  National  Bank, 
which,  though  not  filed  in  the  case,  had  been  originally  printed  in  Volume  III,  Mis- 
cellaneous Correspondence,  as  an  appendix  to  the  brief  of  the  Secretary  of  the  Treas- 
ury, Comptroller  of  the  Currency,  and  the  Treasurer  of  the  United  States  in  the  Riggs 
equity  case. 

Mr.  Hogan,  former  attorney  for  the  Riggs  Bank,  in  his  testimony  before  your  com- 
mittee, indicated  that  the  comptroller's  office  woula  deprecate  publication  of  the 
entire  correspondence  with  the  Kiggs  Natior.al  Bank.  His  insinuation  or  statement 
to  that  effect  is  untrue  and  was,  I  believe,  deliberately  intended  to  mislead  or  preju- 
dice your  committee.  The  truth  is  it  is  Mr.  Hogan,  or  his  former  client,  the  xliggs 
Bank,  who  now  objects  to  having  the  daylight  thrown  upon  that  correspondence,  not 
the  comptroller.    1  refer  you  to  page  150  of  the  printed  hearings: 

"The  Chairman.  That  volume  of  letters  will  be  left  with  the  committee,  Mr.  Hogan? 

**Mr.  Hooan.  Yes,  sir.  I  do  not  think  that  volume  of  letters,  however,  should  be 
published,  because,  as  I  say,  name  after  name  of  persons  having  no  connection  with 
this  are  in  it." 

I  venture  to  suggest  that  it  was  not  the  names  of  '*  persons  having  no  connection  with 
this''  that  prompted  Mr.  Hogan's  eagerness  to  prevent  that  correspondence  from  being 
printed,  for  names  which  should  not  be  given  could  easily  be  deleted.  It  was  more 
I>robably  his  desire  to  keep  from  the  public  illuminating  racts  regarding  the  unlawful 
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and  discreditable  practices  of  the  bank  and  its  officers,  including  the  bmuduleot 
operationB  of  Mr.  If.  H.  Flather,  formerly  cashier  of  the  bank,  who,  acting  under  Mr. 
Hogan*8  advice  or  instructions,  pendstently  refused  to  answer  questions  addressed  to 
him  by  a  national-hank  examiner  for  fear  of  incriminating  himself  further. 

On  this  point  I  ask  your  attention  to  the  language  of  Justice  McCoy,  who,  in  bis 
decision,  printed  on  page  374  of  thetse  hearings,  says: 

''The  hBLuk  can  not  excuse  the  failure  to  give  a  report  simply  because  any  of  ite 
officers  required  to  fumieih  it  rai^  the  question  of  self-incrimination." 

(Mntinuing,  the  decision  further  decLares: 

''The  plaintiff  can  not  object  to  giving  the  information  demanded  of  it  by  the 
comptroller  nor  luge  any  constitutional  ground  as  a  basis  for  refusing,  having  accepted 
its  charter  under  a  statute  gi^'ing  the  right  to  call  for  such  reports. 

On  May  28,  1915,  National  l)ank  Examiners  Sherrill  Smith  and  James  Trimble 
were  examining  the  officers  of  the  Riggs  National  Bank  in  refouti  to  certain  irregular 
stock  transactiouH  between  the  Riggs  National  Hank,  H.  H.  Flather,  and  Lewie 
Johnson  &  Co. 

1  ask  yoiu"  attention  to  the  following  excerpts  from  the  stenographic  report  of  thit 
examination  showing  how  Mr.  U.  H.  Flather,  acting  under  the  advice  of  bis  persontl 
counsel,  Mr.  F.  J.  Hoiran,  had  refused  to  answer  the  examiner's  questions  on  the 
ground  that  if  he  should  do  so  he  might  incriminate  himself: 

**  Examiner  Smith.  You  usually  handled  these  transactions,  didnH  you,  Mr.  H.  H. 
Flather,  with  Lewis  Johnson  &  Co.? 

**Mr.  II.  II.  Flather.  Well,  do  you  mean  by  giving  the  orders  to  receiving 

"Examiner  Smfth  (interrupting).  Yes;  giving  the  orders  and  receiving  the  checb 
or  the  notices. 

**Mr.  H.  II.  Flather.  I  gave  a  good  many  of  the  orders. 

"Examiner  Smith.  For  instance,  I  have  a  memorandum  here  of  one  item  on  Feb- 
ruary H,  1913,  which  seems  to  be  the  sale  of  200  shares  of  Southern  Pteific  and  the 
buying  in  of  the  same  amount,  with  a  check  on  February  8  to  the  order  of  the  Rigga 
National  Bank  for  $258.50.     Wliat  would  be  the  ultimate  destination  of  that  check? 

**Mr.  IlodAN.  We  would  have  to  look  that  up. 

**Mr.  H.  II.  Flather.  I  would  have  to  see  the  check. 

'*Mr.  Hoc. AN.  He  would  have  to  look  that  up.  He  could  not  remember  one  trans- 
action two  years. 

"Examiner  Smfth  antemiptiug).  I  would  rather  have  Mr.  Flather  answer  it. 

**Mr.  HoGAN.  I  can  not  have  him  answer  that,  and  I  will  tell  you  why,  and  give 
my  reasons.  In  view  of  the  direct  charcres  made  in  this  case  of  the  Rig^  National 
Bank  versus  Williams  ct  al.  by  Mr.  Untermeyer,  Mr.  Flather  has  looked  these  things 
up  and  given  them  to  me  as  his  counsel.  They  are,  of  course,  privileged  communi- 
cations between  m>*8elf  and  Mr.  Flather.  I  will  prefer  to  have  Mr.  Flather  stand 
upon  his  rights  with  respect  to  the  information  that  he  gave  his  counsel. 

"Examiner  Smith.  His  counsel  could  retain  that  information  as  privileged,  but  I 
do  not  see  that  Mr.  Flather  can  retain  it  as  privileged  from  me,  and  I  am  not  asddng 
him  for  the  information  which  he  gave  you. 

*'Mr.  IIooAN.  I  shall  direct  Mr.  Flather  that  all  the  information  he  has  gained  in 
the  way  of  tracing  this  information  up  and  tracing  it  down  is  priv^eged,  and  I  sbaO 
direct  him  not  to  divulge  it. 

'*  Examiner  Smith.  Just  to  make  that  absolutely  of  record  I  am  going  to  ask  Mr. 
Flather  to  put  himself  under  oath,  or,  rather,  to  put  Mr.  Flather  under  oath,  and 
ask  hira  the  direct  questions  about  these. 

'*Mr.  IIo(}AN.  As  a  bank  examiner  you  have  a  right  to  put  Mr.  Flather  under  oath. 
As  Mr.  Flather's  attorney  I  shall  advise  him  not  to  answer. 

'*  Examiner  Smfth.  Certainly.  Mr.  Flather,  do  you  solemnly  swear  that  the  answen 
which  you  make  to  questions  propounded  to  you  in  the  examination  of  the  affain 
shall  be  the  truth,  the  whole  tnith  and  nothing  but  the  truth,  so  help  you  God? 
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**Mr.  Flathee.  I  beg  your  pardon.    You  said  'Examination  of  the  affairs'  of  what? 

"Examiner  Smith.  Of  the  Riggs  National  Bank. 

"Mr.  H.  H.  Flather.  I  do. 

"Examiner  Smith.  Mr.  Flather,  are  you  cashier  of  the  Riggs  National  Bank? 

"Mr.  H.  H.  Flather.  I  am. 

"Examiner  Smith.  And  have  been  during  the  years— well,  for  how  long? 

"Mr.  H.  H.  Flather.  Since  January,  1907. 

"Examiner  Smfth.  Since  January,  1907? 

"Mr.  H.  H.  Flather.  Yes. 

"Examiner  Smith.  In  the  account  kept  by  Lewis  Johnson  &  Co.  with  the  Riggs 
National  Bank,  under  date  of  February  4,  1913,  is  shown  the  following  transaction: 
200  shares  of  Southern  Pacific  sold  at  the  aggregate  amount  of  $21,221,  and  on  February 
5,  100  shares  bought,  and  on  February  10,  100  shares  bought,  leaving  $258.50,  whicn 
was  paid  to  the  Riggs  National  Bank  by  a  check  of  Lewis  Johnson  &  Co.  on  February  8. 
Have  you  had  a  transcript  at  your  disposal  of  Lewis  Johnson  &  Co.'s  account? 

Mr.  Hog  AN.  You  can  answer  that. 

"Mr.  H.  H.  Flather.  Yes. 

"  Examiner  Smfth.  Have  you  looked  up  the  details  of  this  transaction? 

"Mr.  Hog  AN.  Of  that  transaction  there  [indicating]? 

"Examiner  Smith.  Yes. 

"Mr.  Hog  AN.  Do  you  have  any  recollection  of  that  transaction? 

"Mr.  H.  H.  Flather.  I  have  not  a  recollection  of  it  just  now. 

"Examiner  Smi-TH.  Did  you  or  did  you  not  look  up  this  transaction? 

"Mr.  H.  H.  Flather.  In  the  affidavit? 

"Mr.  Hooan.  In  the  Bennett  affidavit? 

"Examiner  Smith.  I  do  not  think  it  is  in  the  Bennett  affidavit. 

"Mr.  HooAN.  That  is  the  only  one  you  looked  up? 

"Mr.  H.  H.  Flather.  That  is  the  only  one  I  looked  up. 

"Mr.  HooAN.  Then  you  can  answer. 

"Examiner  Smith.  You  have  not  looked  this  transaction  up? 

"Mr.  Hog  AN.  If  it  is  not  in  the  Bennett  affidavit. 

"Examiner  Smith.  No;  it  is  not. 

Mr.  HoGAN.  Then  he  has  not.    You  see  we  can  not  carry  the  dates  in  our  minds. 

"Examiner  SMrrn.  I  thought  he  might  have  a  record  of  what  he  did  look  up  and 
he  could  tell  by  looking  at  that. 

"Mr.  HoGAN.  He  can  say  about  the  Bennett  transaction. 

"Examiner  Snrrn.  Then  you  have  simply  looked  up  the  transactions  that  were 
in  the  Bennett  affidavit? 

"Mr.  H.  H.  Flather.  I  looked  those  up. 

"Examiner  Smfth.  Referring  to  the  Bennett  affidavit,  Mr.  Flather — — 

"Mr.  HoGAN  (interrupting).  Pardon  me,  Mr.  Smith.  [Addressing  Mr.  H.  H. 
Flatherl.    Have  you  a  copy,  or  will  you  get  it? 

(Mr.  H.  H.  Flather  left  the  room  for  a  moment,  and  upon  returning  handed  Mr. 
Hogan  a  copy  of  the  Bennett  affidavit.) 

"Mr.  Hogan.  Mr.  Smith,  I  shall  decline  to  allow  Mr.  Flather  to  answer  any  Ques- 
tions pertaining  to  the  Bennett  affidavit,  or  any  of  the  items  therein  containea.  I 
take  the  position,  as  one  of  the  counsel  for  this  bank  and  as  Mr.  Flather's  personal 
counsel,  tnat  they  have  no  relation  to  the  condition  of  this  bank,  as  that  term  is  used 
in  section  5240  of  the  Revised  Statutes  of  the  United  States;  and  I  will  have  to  be 
absolutely  convinced,  first,  that  this  is  an  attempt  to  examine  into  the  condition 
of  this  bank  for  the  purpose  of  ascertaining  its  condition,  ftnd,  second,  I  will  have 
to  have  assurance  from  proper  authority  of  the  United  States  ubvemment  that  any 
information  Mr.  Flather  gives  with  respect  to  that  would  be  given  with  full  immunity 
that  it  would  never  be  i^ed  in  any  sort  of  proceedings  in  any  court  hereafter.  Until 
that  assurance  is  given  by  the  authorities  having  the  right  to  give  it,  Mr.  Flather 
will  not  answer  any  question  about  the  Bennett  affidavit. 

"Examiner  Smfth.  Then  he  declines  to  answer  on  the  ground  he  might  incriminate 
himself? 

"Mr.  Hogan.  You  heard  what  I  said,  and  I  have  nothing  to  add  to  that." 
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I  have  heretofore,  a»  a  matter  of  fact,  already  read  into  the  record  a  laree  part  of 
my  corre8ix)ndence  ^dth  the  Rigp:f«  Bank,  and  I  should  be  pleased  to  have  the  entire 
oon'e8j)onaen('e  printe<i— for  study  of  it  will  furnish  further  conviucinf?  e%Tden« 
of  the  correctness  of  the  statements  an<l  r»»presentation8  made  by  me  before  j*our 
coinmittee,  and  will  show  clearly  that  the  charts,  criticisms,  and  complaints  made 
by  this  office  ai^inst  the  Rigps  National  Bank  were  abundantly  well  founded.  The 
bank's  abuses  and  violations  of  law  continued  through  a  lon^  period  of  yean*  unabated 
imtil  it  was  finally  com|)elled,  as  a  result  of  the  efforts  of  this  bureau,  to  desist  from 
the  unlawful  antf  danprerous  practices  and  ownitions  which  it  had  been  carrjine 
on  unrestrained  during  practically  its  entire  lite. 

The  attached  volume  of  corrc»spondence  covers  the  pt»riod  prior  to  my  tenure  of 
the  ollice  of  Comptroller  of  the  Currency,  and  includes  38  letters  of  criticism  addreflsed 
to  the  bank  by  comptrollers  or  acting  comptrollers  between  August  20,  1896,  and 
November,  1913,  and  36  communications  from  the  Riggs  National  Bank  to  the  comp- 
troller in  the  same  period. 

The  irregularities,  violations  of  law,  and  other  subjects  of  criticism  shown  in  xlae 
correspondence  include: 

1.  Excessive  loans. 

2.  Irregular  and  ** sloppy  "  methods  of  bookkeeping. 

3.  Unlawful  investments  in  stocks. 

4.  Unlawful  brokerage  oiieration»s  in  bonds  and  stocks. 

5.  Unlawful  real  estate  loans. 

6.  Deficiency  in  la^^'ful  money  reserves. 

7.  Shortage  in  average  re8er\'e  for  30  days  preceding  nearly  every  examinatioD 
of  the  bank. 

8.  Excessive  borrowings  by  the  Riggs  Bank. 

9.  Irregular  bond  and  stock  purchases  carried  as  "cash." 

10.  Overdrafts  irregularly  carried. 

11.  Omissions  to  hold  meetings  of  directors. 

12.  Failure  to  charge  off  bed  debts. 

13.  Unpaid  int<?rest  items  improperlv  carried  as  **cash." 

14.  Loans  unlawfully  made  on  bank'^s  own  stock. 

15.  Improper  use  of  "dummy"  or  concelaed  loans,  etc.,  etc. 

The  recorci  also  shows  various  false  statements  made  by  officers  of  the  bank — wine- 
times  in  writing  under  oath  and  sometimes  orally — to  the  examiners,  ob\'iouBly  for 
the  purpose  of  misleading  and  decei\'iiig  the  department  and  to  cover  up  unlawful 
or  irregular  oi)erations. 

The  absence  from  the  corresiwndcnce  of  letters  of  criti<d8m  from  the  comptroller's 
office  to  the  Riggs  National  Bank  in  1909,  1910,  1911,  and  1912  is  due  to  the  custom 
observed  by  my  predecessor.  Comptroller  Ahirrav,  of  ha%'ing  criticisms  of  nationii 
banks  made  plainly  by  the  examiner's  direct  to  tbe  bank's  board  of  directors  rather 
than  by  letters  from  the  comptroller's  office  addressed  to  the  bank  and  supplementary 
to  the  examiner's  direct  criticism  to  the  board.  It  may  be  assumed  confidentlV 
that  various  matters  of  criticism  ambraced  in  the  examiner's  reports  to  this  of&ct 
during  that  period  were  brought  directly  by  the  examiner  to  the  board  of  directois 
or  the  bank  s  oflicers,  even  though  the  bank's  unlawful  practices  were  allowed  to 
continue.  To  sustain  this  assumption  I  submit,  for  printm^  with  the  38  letters  of 
criticism  above  referred  to,  excerpts  from  the  reports  of  exammers  from  1908  to  1913, 
both  inclusive,  and  notations  of  matters  subject  to  criticism  at  the  time  of  tbo» 
examinations. 

The  correspondence  which  I  submit  hercN^ith  also  includes  a  letter  addrt>s£^ 
jointly  by  President  Glover,  Vice  President  W.  J.  Flather.  and  Cashier  H.  H.  Flatb«r 
to  the  board  of  directors  of  the  Riggs  National  Bank  on  June  18,  1914,  regarding  the 
"Glover  and  Flather"  and  "Flather  and  Flat  her"  accounts,  to  which  were  crcdited 
the  brokerage  profits  and  commissions  derived  from  the  bank's  real  estate  and  stock 
business,  and  which  have  been  the  subject  of  so  much  controversy.  In  that  letter 
these  officers  of  the  Riggs  Bank  assumed  to  explain  the  nature  of  these  accounts  and 
in  the  concluding  paragraph  declared: 
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''These  facts  are  each  and  all  doubtless  perfectly  well  known  to  you,  but  we  make 
this  statement  at  the  present  time  in  view  of  the  communications  referring  to  the  gen- 
eral subject  lately  received  from  the  Comptroller  of  the  Currency,  and  in  order  that 
this  statement  may  be  made  of  record  in  the  minutes  of  the  bank/' 

That  the  facts  concerning  the  accounts  of  "Glover  and  Flather"  and  ''Flathcr  and 
Flather"  were  not  "perfectly  well  known"  to  the  directors  is  proved  by  Mr.  F.  S. 
McKenney,  a  director  and  also  counsel  for  the  bank. 

In  January,  1915,  seven  months  after  the  date  of  the  letter  above  quoted,  during  an 
examination  by  the  national  bank  examiner  of  President  Glover  and  Vice  Presiaent 
W.  J.  Flather  and  Cashier  H.  H.  Flather  he  said: 

"I  venture  to  say  that  there  was  no  director  on  the  board,  outside  of  the  officers, 
who  ever  knew  any  such  accounts  were  carried  on  the  books.  I  have  been  a  director 
since  January  1, 1910,  and  never  heard  of  the  accounts  until  this  correspondence  began, 
and  I  do  not  believe  that,  outside  of  the  officers,  you  will  find  any  other  directors  on 
this  board  who  knew  anything  about  it,  with  the  possible  exception    ♦    ♦    ♦ 

"Bank  Examiner:  You  make  that  statement  as  a  director  of  the  Riggs  National 
Bank? 

' '  Mr.  McKenney :  I  say  that  as  a  director  of  the  Riggs  National  Bank  since  January  1, 
1910, 1  never  heard  of  the  account  of  either  Glover  and  Flather  or  Flather  and  Flather, 
up  to  the  time  of  this  correspondence  beginning.  I  did  not  know  that  any  such  ac- 
count existed. 

Mr.  McKenney,  counsel  and  director  of  the  Ri^  National  Bank,  thus  squarely 
refutes  and  contrjEidicts  the  statement  on  this  subject  which  President  Glover,  Vice 
President  W.  J.  Flather,  and  Cashier  H.  H.  Flather  had  made  in  that  joint  letter  to 
the  board  of  directors  (which  they  hurriedly  sought  to  get  on  the  bank's  minute  bank) 
after  they  had  made  to  Bank  Examiner  Trimble  various  inconsistent  statements  shown 
to  be  untrue  and  contradictory,  and  which  will  be  found  elsewhere  in  this  record. 

Not  only  was  Director  McKenney,  of  counsel  for  the  bank,  deceived  or  misled  in 
regard  to  tne  nature  of  these  accounts,  but  the  record  further  shows  that  former  Senator 
Bailey,  then  acting  as  counsel  for  the  bank,  was  also  deceived  by  the  bank's  officers, 
as  I  pointed  out  in  my  letter  to  the  Riggs  National  Bank  of  April  5, 1915,  which  appears 
in  this  record.  In  that  same  letter  I  also  deemed  it  my  duty  as  comptroller  to  direct 
that  the  record  as  then  made  be  placed  before  the  bank's  board  of  directors,  which  I 
did  in  the  following  language: 

"The  statement  made  under  oath  by  the  officers  of  your  bank  at  the  examinations 
recently  conducted  by  the  national  bank  examiner,  in  accordance  with  section  5240 
of  the  Revised  Statuteis  of  the  United  States,  have  been  shown  to  have  been  so  evasive, 
so  contradictory,  so  misleading,  and  so  untruthful  that  this  office  feels  called  upon  to 
direct  that  this  whole  matter  be  brought  forthwith  to  the  attention  of  your  board  of 
directors  for  their  consideration;  and  you  are  now  directed  to  read  this  letter  to  your 
board  of  directors  at  their  next  meeting  and  also  to  lay  before  that  meeting  for  its  infor- 
mation the  full  stenographic  reports  of  the  several  examinations  made  since  January  1, 
1915,  by  national  bank  examiners,  of  the  officers  of  your  bank." 

It  was  in  that  same  letter  that  I  notified  the  bank  in  the  following  language  that  the 
Treasury  Department  would  refuse  thereafter  to  approve  the  Riggs  National  Bank  as 
a  depository  for  other  national  banks: 

"Meanwnile,  in  view  of  the  unsatisfactory  and  dangerous  conditions  which  have 
eome  to  light  as  a  result  of  the  investigations  of  your  bank  by  this  office  and  the  national 
bank  examiner,  and  in  view  of  the  unreliability  of  statements  made  by  your  officers, 
under  oath  or  otherwise,  and  your  long-continued  defiance  of  the  law  and  disregard 
of  the  instructionB  of  this  office,  you  are  hereby  notified  that  the  Comptroller  of  the 
Currency  will,  until  further  notice,  refuse  to  approve  the  Riggs  Natioxial  Bank  as  a 
depository  for  the  reserves  of  other  national  banks." 
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Justice  McCoy,  of  the  Supreme  (*ourt  of  the  District  of  Columbia,  both  in  his  inter- 
locutory decision,  rendered  May  21,  1915,  and  in  his  final  dedsioii.  rendered  If  ay  31, 
1916.  fully  approved  and  confirmed  the  action  of  the  comptroller  in  refusiiig  to  ap- 
prove the  Ki^:^  National  Bank  as  a  depK)6itory  for  reserves  of  other  banks.  The  lan- 
guage of  his  interlocutory  decision  on  this  point  was  as  follows: 

"It  seems  to  me,  on  the  record  that  is  made  here  before  me  now,  that  the  Goven- 
ment  officials  would  have  been  remiss  if  they  had  consented  to  permit  the  bank  to  act 
as  agent  for  a  new  applicant  bank,  because,  I  think,  for  the  purposes  of  this  motioQ, 
always — now,  I  am  not  passing  on  the  ultimate  merits  of  the  case — there  is  evidenc* 
here  of  persistent  violations  of  the  law,  and  that  they  began,  not  with  Mr.  WilKam^i 
incumbency  of  the  office  (and  that  has  another  bearing,  perhaps,  on  the  question  d 
what  animated  Mr.  Williams)  but  they  began  before  he  came  tnere,  and  there  is  evi- 
dence that  they  are  continuing  until  this  day;  and  even  if  the  comptroller  is  wroot 
about  what  kind  of  a  bank  ought  to  have  Government  deposits  (namely,  so-odm 
commercial  bank  or  stock  exchange  bank),  even  if  those  features  were  not  in  there, 
the  other  features  of  violations  of  the  law  are  in  there;  and  I  should  say  that  he  mi 
quite  right  in  determining  to  take  out  those  deposits,  or  at  least  to  say  that  there  ahoold 
not  be  any  further  selection  of  this  bank  as  a  reserve  agent. 

'  *  While  we  have  nothing  to  do  with  the  law  of  the  case,  I  suppose  that  all  judges  haTe 
some  right  to  consider  matters  of  banking  policy  when  they  are  called  upon  to  decide 
legal  questions.  I  should  say  that  the  policy  of  not  having  large  deposits  in  so-calld 
stock-exchange  banks  as  compared  with  the  amount  of  deposits  in  commercial  banb 
was  an  absolutely  good  and  sound  policy,  and  the  fact  that  Congress  thinks  S3  is  nov 
embodied  in  the  Federal  reserve  act.  Tnis  question  about  whether  or  not  stocks  are 
good,  and  whether  or  not  dealing  in  stocks  is  any  different  from  dealing  in  oats  and 
grain  and  steers  and  hogs  and  that  kind  of  thing,  is  an  argument  that  does  not  need 
to  be  answered.*' 

In  denying  the  bank*s  request  that  the  comptroller  be  enjoined  from  refusing  to 
designate  the  Higgs  Bank  as  a  depository  for  the  reserves  of  other  national  banb. 
Justice  McCoy,  inhis  decision,  handed  down  May  31,  1916,  also  said: 

*'It  is  obvious  that  if  the  court  has  any  power  in  the  promises  there  is  no  statement 
of  fact  upon  the  basis  of  which  it  could  act  except  as  far  as  an  allegation  of  the  conip- 
trollor's  alleged  intention  not  to  approve  may  be  an  allegation  of  fact.  To  enjoin  him 
'from  refusing  to  approve  the  plaintiff  bank  as  such  a  depository'  can  mean  nothiog 
unless  it  be  to  require  the  comptroller  to  approve,  and  there  being  no  specific  instance 
of  an  application  ponding,  it  amounts  to  asking  the  court  to  compel  the  comptroller 
to  approve  of  any  application.  To  state  the  request  as  thus  analyzed  is  to  show  that 
it  can  not  be  granted." 

The  letters  of  criticism  to  the  Riggs  National  Bank  presented  herewith  include 
many  lista  of  *' excessive  loans"  made  bv  the  bank  unlawfully  to  numerous  borrowen. 
Out  of  consideration  for  these  borrowers  I  have,  with  your  approval,  as  suq^ested  at  ihe 
hearing  on  the  29th  ultimo,  deleted  the  borrowers'  names  and  s'lbstttuted  numenb 
for  names  in  the  order  in  whicrh  the  excessive  loans  appear  in  the  correspondence. 
Where  the  same  loan  has  been  criticized  more  than  once  there  is  placed  after  the  numenl 
indicating  that  ])articular  borrower  a  dash  (-)  with  anotner  numeral  Indicatiif 
thv?  number  of  times,  up  to  the  date  of  the  letter  of  criticism,  that  loans  to  this  particiilir 
borrower  have  been  criticized  by  the  comptroller's  office  as  excessive.  For  example 
if  attention  is  directed  to  an  excessive  loan  to  John  Smith  and  John  Smith  happens  to 
be  the  fo*  rth  borrower  whose  excessive  loans  had  been  criticized  by  the  examiner, 
and  his  loan  had  been  up  to  tliat  time  criticized  in  saven  different  letters  fromtbe 
comptroller's  office  to  the  bank,  this  item  of  criticism  is  indicated  thus: 

"Excessive  loan  No.  4— seventh  criticism  of  this  borrower." 
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The  bank's  persistent  disregard  of  letters  of  criticism  from  the  comptroller's  office, 
and  the  ensuing  loss  to  shareholders  are  clearly  shown  by  this  record.  For  example: 
**  Excess  loan  No.  39"  for  $243,169  was  criticized  in  the  comptroller's  letter  to  the  bank 
on  December  1,  1905  (eight  years  before  I  was  connected  with  the  Treasury),  for  the 
Beventh  time  and  when  it  was  eventually  closed  out  the  bank  sustained  a  loss  of 
$29  468.  It  is  a  serious  question  whether  the  officers  of  the  bank  should  not  be  held 
responsible  for  that  loss.  This  loan,  or  the  larger  part  of  it  was  still  in  the  bank  and 
under  criticism  when  I  began  my  investigation  in  July.  1914.  It  was  mainly  secured 
by  stock  of  a  local  traction  company  in  which  the  president  of  the  bank  had  been 
heavily  interested  and  the  stock  certificates  were  in  Mr.  Glover's  name.  He  gave 
the  examiners  different  explanations  for  this — one  that  his  influence  in  the  company 
was  thereby  increased,  the  other  that  putting  the  borrowers'  stock  in  Mr.  Glover's 
name  facilitated  dividend  collections.  Excessive  loan  No.  18  for  $159,384  was  criti- 
cized in  the  comptroller's  letter  of  December  1.  1905,  for  the  thirteenth  time,  covering 
a  period  of  nearly  seven  years,  and  the  loan  was  growing  steadily  larger  during  those 
years. 

I  also  ask  your  consideration  to  the  following  list  of  loans  which  Examiner  S .  M .  Hann 
reported  the  bank  as  having  made  to  its  officers  and  directors  at  the  time  of  the  exam- 
ination of  May23. 1913:  C.  0.  Glover,  president,  $54,000:  W.  J.  Flather,  vice  president, 
$71,925;  H.  H.  Flather,  cashier,  $63,500;  M.  E.  Ailes,  vice  president,  $71,000; 
fltraight  loans  to  other  directors.  $387,000:  indirect  liabilities  of  other  directors, 
$113  656.  Total  loans,  direct  and  indirect,  but  exclupdve  of  "dummy  "  loans  to  officers 
and  directors,  on  May  15,  1913  $761,631.  This  total  is  exclusive  of  $43,000  of  con- 
cealed or  "dummy"  loans  then  outstanding  made  by  the  bank  for  the  benefit  of  its 
vice  president  and  cashier.  A  "dummy"  loan  for  $86  COO  to  President  Glover  was 
made  in  April,  1914  on  the  note  of  one  of  the  clerks  of  the  bank  to  facilitate  a  real 
estate  transaction  and  was  paid  three  days  before  the  next  examination. 

The  clerk  in  the  bank  who  had  been  used  as  a  "dummy  "  for  President  Glover  has 
declared,  as  shown  on  page  694  of  the  present  hearings,  in  regard  to  the  bank's 
•* dummy"  or  concealed  loans: 

"We  have  had  these  records  of  loans  of  that  sort  carried  from  one  book  to  another 
for  a  good  many  years.    I  have  been  here  17  years. " 

At  the  very  time  of  Examiner  Hann's  May,  1913,  examination,  to  which  Mr.  Ilogan 
has  appealed  as  furnishing  evidence  of  the  bank's  scrupulous  management  and  sound 
methods,  over  $805,000  of  the  bank's  capital  was  being  loaned,  directly  and  indirectly, 
to  the  bank's  active  officers  and  directors.  Over  $^0,000  of  this  amount  was  being 
borrowed  by  the  bank's  president,  iia  two  vice  presidents  and  its  cashier,  partly  on 
"dummy"  loans,  for  their  speculative  and  stock-market  operations.  This  means 
that  over  80  per  cent  of  the  bank's  capital  was  at  the  time  of  Mr.  Hann's  examination 
being  borrowed  from  the  inside,  largely — especially  as  to  loans  to  its  officers — on 
fancy  stocks  and  securities  of  a  highly  speculative  character. 

After  the  officers  of  the  bank,  as  a  result  of  criticism  from  this  office,  had  largely 
eliminated  their  loans  from  their  own  bank,  the  bank  examiner  reported  to  the  comp- 
troller that  these  officials  had  not  really  liquidated  those  loans,  but  had  simply  trars- 
ferred  them  to  other  banks.  This  is  discussed  in  my  letter  to  the  Riggs  National 
Bank  of  March  30.  1915,  in  which  I  said : 

"  It  is  instructive,  though  not  reassuring,  just  here  to  point  out  that  these  payments 
were  largely  made  by  transferring  the  loans  of  your  officers  to  other  national  banks 
and  to  some  ot  the  trust  compames  of  the  District.  The  reports  of  national  bank 
examiners  to  this  office  indicate  that  the  money  being  borrowed  at  a  recent  date  from 
national  banks  and  from  trust  companies  of  the  District  by  four  of  the  senior  and 
junior  active  officers  of  your  bank  amounted  to  more  than  $750,000. 
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''Thosf'  loaiiH  were  all  being  carried  by  bankiiif^  institutions  Id  which  one  nr  nav 
of  your  olliren*  w(»re  either  directors  or  employees,  and  by  two  of  the  local  trust  con- 
pani(*H,  and  were  8erure<l  mainly  by  stocks  and  bonds,  many  of  the  stocks  decidedW 
8pe<:ulative,  such  as  GrcK'ne-Cananea  Copper.  I/anston  Monotype,  Nevada Consohdatcd 
Copper,  Missouri  Pacific  Railway,  American  (^an,  common;  Reading,  comnui)^ 
B,  &  O.,  common;  United  States  Steel,  common;  Pacific  Gas  &  Electric  Co.,  commoi: 
Wabash  is;  Pacific  Coast  2d  preferred;  United  States  Rubber,  preferred;  Interconti- 
nental Rubber,  comnum;  Pittsburgh  Coal,  preferred ;  Washington  Railway  &  Electric: 
Seaboard  Air  Line,  preferred;  Southern  Railway,  preferred;  Utah  Uopper  and  Wadk- 
inp^ton  l.^tilities  stock:  and  there  was  hypothecated  in  these  loans  n€*arl3'  all  of  the 
stock  of  the  Riggs  National  Hank  owned  by  the  borrowing  officers. 

The  bank  was  examined  usually  twice  a  year,  and  durine  the  w^hole  period,  fm 
its  inauguration  in  lS9r>  until  its  unlawful  operations  were  fchecked  by  the  praent 
comptroller,  it  had  been  criticized  at  the  time  of  practically  every  examination  bf 
G  successive  comptrollers  and  10  different  national  bank  examiners.  It  continnnL 
however,  as  I  have  shown  you,  its  defiance  of  the  law  and  its  persistent  durej^ 
of  the  admonitions  and  criticisms  of  the  Comptroller's  Ofhco  until  finally  restrained 
through  the  efforts  of  this  administration  in  1914  and  1915. 

I  have  also  taken  the  liberty  of  including  with  these  lettern  a  letter  which  I  wrote 
to  Secretary'  McAdoo  on  June  9,  1914 — The  day  which  Mr.  nc^[an  has  fixed  as  the 
beginning  of  this  coiitrovers>' — in  which  I  brought  to  the  attention  of  the  Secretan" 
of  the  Treasury  the  conditions  then  existing  in  the  Riggs  National  Bank,  to  whin 
my  attention  had  just  been  called  by  the  national  bank  examiner.  That  letter,  1 
believe,  was  submitted  to  the  court  in  the  Riggs  Equity  caae  as  Exhibit  H  tu  the 
affidavit  and  answer  to  lion.  William  G.  McAdoo,  Secretary  of  the  Treasury.  It 
presented  a  clear,  though  incomplete,  picture  of  conditions  in  the  Riggs  bazLC  and 
its  methcKls  of  operation  as  disclosed  at  that  time. 

I  also  desire  to  introduce'  into  this  record  the  afhda^dt  which  Messrs.  O.  C.  Glover, 
W.  J.  Flather,  and  II.  II.  Flather,  president,  vice  president,  and  cashier,  respectivriy. 
of  the  Riggs  National  Hank,  submitttKl  in  the  Riggs  Equity  case,  in  which  they 
declared  that  the  Riggs  National  Bank  had  not  been  buying  and  selling  stocb. 
although  the  bank  examiners  in  their  investigation  for  a  few  years  prior  to  JuDe. 
1914,  had  brought  to  light  about  six  thousand  (6,000)  such  transac^tionB  with  Lewie 
Johnson  &  Co.  alone  were  uncovered  by  the  examiners. 

"In  the  Superme  Court  of  the  District  of  Columbia. 

"Filed  May  20,  1915,  J.  R.  Young,  clerk. 

"The  Riggs  National  Bank  of  Washington  ,D.  C.,  v,  John  Skelton  Williams.  Ocnp- 
troller  of  the  Currencv;  William  Gibbs  McAdoo.  Secretary  of  th«  Treasury  John 
Burke,  Treasurer  of  tlie  United  States.     Equity  No.  33300!     (Seal.) 

"Charles  (-.  Olover,  William  J.  Flather,  and  Henry  H.  Flather,  being  first  dnlT 
sworn,  on  oath  say  they  are.  respectively,  the  president,  one  of  the  vice  prfsidento. 
and  the  cashier  of  the  lliggs  National  Bank;  that  they  have  been  connected  with  thit 
institution  since  the  first  day  of  its  organization  as  a  national  banking  associatka: 
that  the  said  bank  never  at  any  time  bought  or  sold  any  stock  whatever  from  or  throud^ 
the  firm  of  I>ewis  Johnson  &  Co.:  that  the  Riggs  National  Bank  never  at  anv  tintf 
from  its  organization  to  the  pn^sent  ever  made  a  short  sale  of  stock  to  or  through  Lewu 
Johnson  &  Co.;  that  if  there  are  any  entries  on  the  books  of  the  bankrupt  firm  (A 
Lewis  Johnsf)n  &  Co.  which  purport  to  show  that  the  Riggs  National  Bank  bouzbt 
stock,  sold  Ft>ck.  or  made  short  sales,  those  entries  are  false;  these  affiants,  on  infor- 
mation and  belief,  say  that  an  examination  of  the  books  of  Lewis  Johnson  &  ('o.  sin« 
that  firm  was  declared  bankrupt  has  shown  many  fictitious  accounts,  and  the  uf«  d 
manv  accounts  for  the  false  entries  of  alleged  transaction. 

"Charles  C.  Glover. 

•William  J.  Flather. 

**Hbnry  H.  Flather. 

"Subscribed  and  sworn  to  before  me  this  19th  day  of  May,  A.  D.  1015. 

[seal.]  "Bessie  B.  Shbehy 

'' Notary  Puhlir,  D.  r: 
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The  above  affidavit  resulted  in  the  indictment  of  C  C.  Glover,  W.  J.  Flather, 
and  H.  H.  Flather  for  perjury;  but  they  were  acquitted  after  Frank  J.  Hogan  had 
taken  the  stand  and  had  testified  that  the  affidavit  had  been  drawn  by  him  as  their 
dninsel  and  had  been  signed  by  them  at  his  instance.  In  the  preparation  of  that 
affidavit  Mr.  Hogan  had  shown  the  same  unscrupulous  contempt  for  truth  and  facts 
which  he  recently  displayed  in  his  testimony  before  your  committee. 

In  contrast  with  the  bank's  denial  of  its  dealings  in  stocks,  I  here  ask  your  attention 
to  the  bank's  newspaper  advertisements  as  to  it«  business  in  stocks,  referred  to  by 
Mr.  Adkins  in  his  testimony  before  this  committee  (p.  327)  and  to  the  following 
extract  from  a  letter  from  the  bank  to  the  comptroller,  dated  November  19,  1913, 
^jjnitting  its  stock  business  and  ^^our  purchases  for  customers,"  etc.,  in  wlSch  the 
tekk  stated  over  the  signature  of  its  officers,  Messrs.  Glover,  M.  E.  Ailes,  W.  J.  Flather, 
aiad  H.  H.  Flather,  and  U  other  directors — Messrs.  Johnson,  Hyde,  Henry,  Paul, 
McLean,  Hurt.  Corby,  Wilkins,  Dulany,  McKenney,  and  Perry,  that— 

:  *' With  respect  to  the  statement  of  the  examiner  that  it  is  the  t)ractice  of  the  bank 
to  carry  items  of  stock  purchased  for  customers  in  the  cash,  such  items  amounting  to 
$68,572.86  at  the  time  of  his  visit,  you  are  advised  that  for  the  most  part  our  purchases 
Jar  customers  are  immediately  charged  against  their  accounts.  It  sometimes  happens 
that  an  order  can  not  be  fully  executed  at  once  and  we  have  met  with  some  small 
delays  in  completing  orders  as  well  as  in  charging  purchases  to  accounts.  The  item 
flCbove  mentioned  was  largely  caused  by  the  absence  of  one  of  our  important  customers 
in  .Jamaica  at  the  time  his  order  was  executed.  In  the  future  we  will  endeavor  to 
avoid  carrying  these  items  in  cash  by  making  prompt  charges  against  customers' 
accounts."     (Italics  mine.) 

I  also  hand  you  with  this  a  copy  of  the  affidavit  of  Wesley  M.  Bennett^  which  was 
filed  in  the  Riggs  equity  case  and  which  illustrates  the  methods  by  which  the  cus- 
tomers of  the  Higgs  Bank  were  defrauded  by  its  former  cashier,  Henry  H.  Flather,  on 
orders  placed  with  the  bank  for  the  purchase  and  sale  of  bonds  and  stocks. 

I  also  hand  you  with  this  copies  of  notices  relating  to  purchases  and  sales  of  stocks 
pissing  between  the  now  defunct  firm  of  Lewis  Johnson  &  Co.  and  the  Riggs  National 
Bank  and  H.  H.  Flather,  cashier  of  the  bank;  also  copies  of  checks  delivered  by  Lewis 
Jolmson  &  Co.  to  H.  H.  Flather,  bearing  Flather's  indorsement  and  cashed  by  him, 
which  were  filed  in  court  with  the  Lammond  affidavit^  but  not  printed  with  that 
affidavit,  and  which  (seep.  659,  printed  hearings)  I  was  given  permission  to  introduce 
into  the  record.    The  exnibits  are  numbered  A  to  Z-4. 

When  the  national  bank  examiners  were  investigating  the  irregular  stock  transactions 
between  the  Riggs  National  Bank  and  the  firm  of  LeWis  Johnson  &  Co.  they  put 
President  Glover,  Vice  President  Flather,  and  C^hier  Flather  under  oath  and  ques- 
tioned them  in  regard  to  those  purchases  and  sales.  The  following  extracts  from  the 
testimony  given  by  these  officials  at  the  examination  on  May  28, 1915,  show  the  evasive 
character  of  their  answers,  and  also  show  that  these  officers  tried  to  excuse  themselves 
from  submitting  certain  papers  and  documents  needed  to  explain  those  irregular 
transactions  on  the  groundf  that  the  papers  had  not  been  kept,  but  had  been  destroyed 
by  the  bank: 
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''Examiner  Smith.  Mr.  Glover.  1  want  to  find  out,  either  from  you  or  from  ^ 
other  officers  of  the  bank  that  may  have  the  details  in  charae — I  want  to  get  the  record 
of  the  stocks  purchased  and  s^jld  through  I^wis  Johnson  A -Co.  from  the  yeaia  1906  to 
1913,  when  the  account  was  closed,  the  commissions  which  part  of  the  time  went  into 
commiasion  account.  I  believe,  and  after  that  into  Glover  and  Flather. 

"Mr.  Glover.  Yes? 

"Examiner  Smith.  Has  the  bank  got  such  a  record? 

"Mr.  Glover.  I  do  not  think  so.    A  committee  has  been  appointed 

"Mr.  HooAN  (interrupting).  Wait  a  minute.  Do  you  know  whether  tlie  bmak  fan 
such  a  record? 

"Mr.  Glover.  No;  I  do  not  know  that  they  have.  I  think  they  have  not,  but  I 
do  not  know. 

*  «  *  *  *  *^« 

"Examiner  Smith.  I  want  access  to  any  of  the  books  of  the  hank  fizBt,  and  instnd 
of  just  simply  having  the  officers  say  the  books  are  all  within  these  four  walls  I  wait 
to  find  odt  what  books  the  various  items  are  kept  on. 

"Mr.  HooAN.  We  will  have  to  ascertain  for  you  whether  or  not  there  are  any  boob 
kept  of  thoee  transactions. 

"Examiner  Smith.  I  am  asking  that  question  of  Mr.  Glover. 

"Mr.  HooAN.  Mr.  Glover  does  not  know  himself,  as  I  understand  you? 

"Mr.  Glover.  No;  I  do  not;  at  least  I  have  no  knowledge  on  that  point. 

"Examiner  Smith.  Then  suppose  we  ask  both  the  Mr.  Flathers  to  come  in,  so  I  cia 
find  out? 

*¥*««<»  • 

"Mr.  Hog  AN.  Mr.  Flather,  Mr.  Smith  wants  to  know  if  there  is  any  book  kept  ia 
the  bank  or  any  books  kept  in  the  bank  in  wnich  there  were  entered  a  record  of  any  of 
the  transactions  of  purchases  of  stock  or  anything  else  with  Lewis  Johnson  A  Co. 

"Mr.  W\  J.  Flather.  Let  me  understand  this,  jrst  what  the  question  is? 

"Mr.  Hog  AN.  Are  there  books,  or  did  the  bank  keep  any  books,  in  which  thqr 
entered  the  transactions — did  the  bank  or  its  officers  or  anybody  connected  with  it 
keep  any  books  in  which  were  kept  a  record  of  the  purchases  of  stock  which  yoi 
maae? 

"Mr.  W.  J.  Flather.  We  have  an  order  book  there.    Is  that  what  you  refer  to? 

"Examiner  Smith.  That  would  contain  orders  and  sales? 

"Mr.  W.  J.  Flather.  That  would  contain  orders  and  sales. 

"Examiner  Smfth.  Orders  and  sales? 

"Mr.  W.  J.  Flather.  Yes;  purchases  and  sales. 

"Examiner  Smith.  That  book  has  been  kept  all 

**Mr.  W.  J.  Flather  (interrupting).  I  do  not  know  how  long  it  was  kept. 

"Mr.  HoGAN.  It  will  show  for  itsalf. 

^ '  Examiner  Smith.  He  said  there  is  a  book,  and  I  was  going  to  ask  if  thcsre  was  one  flr 
several? 

"Mr.  W.  J.  Flather.  There  is  a  book  in  which  the  orders  for  the  purchase  and  mk 
of  stocks  and  bonds  have  been  entered.     Is  that  what  you  want  to  know? 

"Mr.  HooAN.  Yes;  there  is  such  a  book? 

"Mr.  W.  J.  Flather.  Yes;  there  is  such  a  book. 

"Mr.  HoGAN.  Are  there  more  than  one  of  that  kind? 

"Mr.  W.  J.  Flather.  Yes;  I  think  there  are.  I  think  there  are  two  books,  •!• 
there  not? 

"Mr.  Glover.  I  don't  know. 

"Examiner  Smith.  That  is,  two  books  or  probably  three?  I  mean  a  book  likt 
that  has  been  kept  continually  for  the  purpose  of  recording  pjux^hasas  and  silesor 
orders,  as  you  call  them? 

"Mr.  W.  J.  Flather.  Yes;  which  have  been  kept.  I  can  not  say  that  thatia* 
complete  book,  Mr.  Smith. 
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'*Mr.  Hog  AN.  Is  that  all  you  have?    . 
"Mr.  W.  J.  Flather.  Itisall  we  have. 
«  *•♦  ♦  *  «  « 

*' Examiner  Smith.  How  alfout — I  will  address  this  remark  generally,  because  I 
do  not  know — or  I  can  ask  each  separately.  How  about  the  confirmation  slips  of 
purchases  and  sales  sent  to  the  bank  by  Lewis  Johnson  &  Co.?    Are  those  filed? 

**Mr.  W.  J.  Flather.  Filed,  you  say? 

"Examiner  Smith.  Yes. 

**Mr.  W.  J.  Flather.  There  may  be  some  of  them  in  the  oflSce,  Mr.  Smith,  but  I 
do  not  know  that  they  were  filed.  They  were  frequently  put  on  the  spindle,  as  other 
orders  for  <Irafts  and  the  like  of  that.  There  may  be  some  of  them  in  the  office.  I 
do  not  know. 

"Examiner  Smith.  Do  you  mean 

"Mr.  W.  J.  Flather  (interrupting).  They  were  not  kept  for  any  time. 

**  Examiner  Smith.  Not  kept  at  all,  you  mean? 

"Mr.  W.  J.  Flather.  No;  they  were  not  considered  of  any  value. 

"  Examiner  Smith.  Were  they  just 

"Mr.  W.  J.  Flather  (interrupting).  They  were  put  on  the  spindle,  and  from 
time  to  time,  like  other  waste  paper,  tney  were  thrown  away. 

"Examiner  Smith.  They  were  never  permanently  filed? 

"Mr.  W.  J.  Flather.  No. 

"Examiner  Smith.  So  there  is  no  complete  file  of  them? 

"Mr.  W.  J.  Flather.  No,  sir. 

"Examiner  Smith.  You  usually  handled  these  transactions,  didn't  you,   Mr. 
H.  H.  Flather,  with  Lewis  Johnson  &  Co.? 
■^       "Mr.  H.  H.  Flather,  Well,  do  you  mean  by  giving  the  orders  or  receiving 

"Examiner  Smith  (interrupting).  Yes;  giving  the  orders  and  receiving  the  checks 
or  the  notices. 

"Mr.  H.  H.  Flather.  I  gave  a  good  many  of  the  orders. ' ' 

This  furnishes  only  cumulative  evidence  of  Mr.  Hogari's  complete  disregard  of 
truth.  The  record  snows  that  the  purchases  and  sales  notices  wnich  were  sent  to 
[  the  bank  and  which  the  bank  destroyed  were  in  the  name  of  the  Riggs  National 
Bank  and  addressed  to  the  bank  as  such.  The  purchases  had  been  made  by  Lewis 
r  Johnson  &  Co.  for  the  bank  and  credited  by  tne  bank  on  the  passbook  of  Lewis 
Johnson  &  Co.,  and  the  brokerage  finn  paid  the  bank  by  check  lor  the  proceeds  of 
the  sales  of  the  stock  as  sold. 

On  page  118  we  find  the  {following  statement  was  made  before  your  committee  by 
Mr.  Hogan  on  July  10, 1919. 

"I  want  to  say,  while  I  am  looking  for  this,  that  during  the  entire  existence  of 
the  Riggs  National  Bank  none  of  its  records  were  ever  destroyed.    No  one  had  ever 
intimated  that  any  of  its  records  had  been  or  would  be  destroyed.    There  was  never 
\     any  reason  for  destro^riug  its  records. ' ' 

Mr.  Hogan 's  foregoing  statement  is  proved  by  the  testimony  of  the  bank  officials 

i     quoted  ahove  to  have  oeen  untrue — and  was  knowingly  false— for  Mr.  Hogan  had 

been  present  in  l^}r,  1915,  when  the  officers  of  the  Imnk  excused  themselves  from 

producing  ihoee  notices  reporting  the  purchases  and  sales  of  stocks  on  the  ground 

that  they  had  been  destroyed — iu'fact,  Mr.  Hogan  had  prompted  or  directed  these 

cheers  in  their  replies  during  their  examination. 

I         Allow  me,  Mr.  Chairman,  to  impress  upon  your  committee  the  extremely  suggestive 

feet  that  those  notices  which  the  bank's  officers  claim  were  destroyed  were  the  ver^ 

documents  which  would  have  aided  in  eatablishing  the  guilt  of  Mr.  Hogan 's  parti- 

I      cular  client,  Mr.  H.  H.  Flather,  the  bank's  cashier,  in  connection  with  the  criminal 

traTisactions  with  the  customers  of  the  bank. 

While,  as  the  record  shows,  the  cashier  of  the  bank  was  speculating  actively 
with  the  bank's  funds  and  defrauding  the  bank's  customers  in  the  execution  of 
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orders;  while  Mr.  Glover,  the  president,  and  other  officers  were  also  speculating 
in  the  stock  market,  assisted  l>y  the  three  pri\'ate  wires  connectinp  tne  bank^ 
executive  otfi(*es  with  diiTerent  stock-brokerage  concerns,  and  while  tne  president, 
the  vice  prejideut.  and  the  cashier  of  the  hank  were  making  indirect  or  *  dumnnr" 
loans  in  the  namef)  of  the  l)ank's  clerks  and  outsiders,  to  facilitate  their  real  estate 
and  stock  market  operations,  and  while  these  officials  were  also  borrowing  large 
sums  directly  from  the  bank  and  also  from  other  affiliated  institutions,  we  find  that 
the  junior  officers  and  clerks  of  the  bank,  emulating  the  examples  set  them,  wen 
also  speculating  in  the  market.  The  record  discloses  two  emoezzlements  in  the 
bank — in  one  case  $07,25t)  by  a  note  teller,  which  had  been  going  ou  in  that  demoralia- 
ing  atmosphere  for  six  or  eight  years  prior  to  1914.  and  another  caee.  more  recent 
for  $28,872;  the  same  embezzler  also  forged  the  signature  to  a  check  of  one  of  the 
bank  s  customers  for  an  additional  sum  of  $20,000. 

Mr.  Chairman,  in  fairness  to  naany  of  the  directors  of  the  bank,  allow  me  to  mj 
in  conclusion  that  it  is  my  opinion  that  probably  a  majority  of  the  men  who  weie 
directors  of  the  Kiggs  National  Bank  at  the  beginning  of  my  examination  of  that 
institution  in  1914 — other  than  its  four  principal  officers — ^H'ere  not  cognizant  of  ill 
unlawful  and  reprehensible  operations,  and  probably  knew  no  more  aVout  them  than 
Mr.  McKenney,  director  and  counsel  for  the  bank,  knew  of  those  broker^^e  and  com- 
mission  accounts  known  as  ''Glover  and  Flather*'  and  ''Flatherand  Flather."  of 
which  he  said:  ''  1  venture  to  say  that  there  was  no  director  on  the  board,  outside  of 
the  officers,  who  over  knew  any  such  accounts  were  carried  ou  the  books/'  thus  flatly 
contradicting  Mr.  (i lover,  who  in  his  letter,  to  which  I  have  already  referred,  had 
said  to  his  fellow  directors  concerning  these  same  accounts:  ** These  facts  are  tt(i 
and  all  doubtless  perfectly  well  knwon  to  you.** 

Of  the  18  men  who  were  directors  of  the  Riggs  National  Bank  in  the  summer  ol 
1914,  when  the  investigation  began,  5  are  dead.  One,  a  director,  who  was  alse  the 
senior  counsel  of  the  bank,  died  under  peculiarly  tragic  circumstancee  during  the 
investigation.  Seven  others  have  resigned  or  retired.  One  of  these,  who  was  ako 
casliier  of  the  bank,  was  forced  off  the  l>oard  for  swindling  the  l>ank's  customeiB,  lo 
that  of  the  15  directors  serving  in  June,  1914,  exclusive  of  toe  officials,  Mesan.  Glover, 
Ailes,  and  W.  .F.  Flather,  only  3  survive  on  the  present  l>oard. 

I  have  no  way  of  knowing  whether  members  of  your  committee  gave  to  Mr.  H<MEan> 
statement  any  credence  at  all.  Judpng  by  myself,  however,  I  know  it  is  difficult 
for  any  man  accustomed  to  dealing  with  fairly  honest  men  to  suppose  that  an  iuteUi* 
gent  witness  assuming  solemn  obligation  in  a  serious  matter  and  before  a  responaflik 
l)ody,  would  deliberately  make  reckless,  false  statements.  Therefore  I  afsumeitv 
necessary  for  me  to  Impress  on  you  the  fact  that  Mr.  Hogan  did  make  such  stal^ 
ments,  and  made  them  repeatedly,  and  1  will  now  give  you  proof  that  he  did. 

In  his  testimony,  page  54,  is  this  paragraph: 

'*  When  the  judge  rendered  his  opinion,  with  that  accuracy  and  intelligence  whiA 
ordinarily  characterizes  the  press,  it  had  sent  out  the  report  that  the  Riggs  Bank 
had  won*  as  it  had  on  every  single,  solitary  question  which  was  before  the  court- 


every  one.'* 


If  ne  had  inserted  the  word  ''agent'*  after  ''press,'*  his  tribute  to  the  **intelligeDft 
and  accuracy"  of  that  unhappily  familiar  means  of  reaching  the  public  ear  wouU 
have  been  very  fine  sarcasm.  He  has  told  before  your  committee  that  Mr.  Geng* 
G.  Hill,  author  of  the  venomous  attacks  on  the  Treasury  Department  in  connectkA 
with  the  embarrassed  trust  company  (which  were  publi.^ed  in  the  New  York  TdboM 
and  vised  by  an  official  of  the  Riggs  Bank),  was  taken  into  the  employment  of  the 
Riggs  Bank  as  its  press  agent  for  the  purpose  of  the  trial  immediately  after  his  sepaza* 
tion  from  the  Tribune. 
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The  press,  for  the  moment,  may  have  accepted  Mr.  Hiirs  "intelligent"  interpre- 
tation of  Juage  McCoy's  decision.  It  is  possible  that  Mr.  Hill  derived  from  Mr.  Hogan 
himself  the  view  which  Mr.  Hogan  now  quotes  as  an  illustration  of  intelligence  and 
accuracy — the  same  variety  of  ** intelligence  and  accuracy"  which  governed  Mr. 
Hogan  in  drawing  the  affidavit  which  ca^ed  his  clients  to  be  indicted  for  perjury  and 
required  for  their  actjuittal  his  assumption  of  responsibility  and  their  confession  of 
childlike  confidence  in  his  guidance. 

four  committee  is  invit^,  however,  to  contrast  with  Mr.  Hogan's  tribute  to  the 
X>re6s  the  actual  language  of  the  court's  decision.  The  Bigcs  National  Bank,  in  its 
suit,  charged  the  Secretary  of  the  Treasury  and  the  Gomptrmler  of  the  Currency  with 
<:onspiring  to  injure  that  bank.  It  denied  the  right  of  the  Comptroller  of  the  Currency 
to  call  for  certain  special  reports  which  had  been  demandea  regarding  the  bank  s 
operations,  etc.  The  refusal  of  the  bank  to  furnish  one  of  these  reports  nad  resulted 
in  the  assessment  of  a  fine  of  $5,000,  and  the  bank  toked  that  the  collection  of  that  fine 
be  enjoined,  not  on  the  ground  that  the  bank  had  been  requested  to  furnish  the  infor- 
mation over  the  signatures  of  more  of  its  officers  than  the  statute  specified,  but  on  the 
:ground  that  the  comptroller  had  no  right  to  call  for  the  report. 

The  only  point  de<'ided  in  favor  of  the  bank  in  the  entire  decision  was  the  judge's 
conclusion  tnat,  as  the  comptroller  had  directed  that  the  special  reports  should  be 
iurished  over  the  signature  of  the  president  and  cashier  and  certain  other  officers  of 
the  bank  instead  of  over  the  signature  of  the  president  or  cashier,  attested  by  not  less 
than  three  directors,  the  comptroller  could  not  assess  the  penalty  of  $100  per  day  pro- 
vided by  statute,  on  reports  previously  called  for,  and  on  account  of  the  refusal  to 
Romish  which  the  $5,000  fine  nad  been  imposed.  But  the  court's  decision  declarcKi 
clearly  that  if  the  bank  should  at  any  time  refuse  to  furnish  anv  of  the  reports  called 
for  by  the  comptroller,  signed  as  provided  by  statute,  the  bank  would  be  subject  to 
•the  continuing  penalty  of  $100  per  day  for  each  refufid.  The  exact  language  of  the 
court  on  this  point  was: 

«•*  «  «  therefore  it  must  be  held  in  this  case  that  the  comptroller,  having  called 
ior  a  report  not  verified  and  attested  as  provided  in  the  statute,  did  not  place  himself 
in  a  position  where  he  could  lawfully  assess  a  penalty  for  a  failure  to  comply  with  the 
•demands  which  he  made." 

The  court  also  said  (p.  370): 

''When  a  report  which  relates  to  the  affairs  of  a  bank  is  called  for  by  a  comptroller 
iie  should  not  DO  reauired  to  come  into  court,  and  before  being  permitted  to  proceed 
with  the  inauiry  to  snow  to  the  court  all  the  facts  and  circumstances  which  have  come 
to  his  knowledge  in  a  large  and  imjx)rtant  bureau  of  the  Government  on  which  he  is 
authorized  to  act,  thereby  rendennff  it  impossible,  perhaps,  for  the  comptroller  to 
4nve  a  failure  or  serious  loss,  or  to  apply  cdrrective  measures  to  remedy  a  situation  hav- 
ing in  it  dements  of  dan^,  unless  beyond  a  reasonable  doubt  practically  it  can  be 
Aud  that  the  information  is  not  necessary. 

''The  actions  of  the  comptroller,  on  the  basis  of  which  specific  charges  are  made  to 
the  effect  that  he  was  acting  in  excess  of  bis  powers,  examined  in  the  li^t  of  the  views 
■above  expessed,  must  be  upheld  as  lawful. 

As  against  Mr.  Hogan's  brazen  claim  that  the  bank  had  won  on  "every  point" 
before  the  court  in  the  equity  suit  I  invite  your  attenticm  to  the  statement  made  by 
the  bank  itself  in  its  letter  to  the  ComptroUer  of  the  Currency  of  lone  21,  1916,  in 
which  the  BigfgB  National  Bank  frankly  admitted,  over  the  signature  of  its  president, 
both  vice  presidents,  cashier,  assistant  cashier,  and  11  directors:  "Hie  court  sustains 
the  right  of  the  comptroller  to  have  the  reports  and  information  called  for,  and  tiie 
eight  to  impose  fines  in  accordance  with  the  provisions  of  the  statute,  if  the  bank  shall 
refuse  them." 

144936—19 51 
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I  have  heretofore  giveu  you  the  language  of  the  court  declarinfi:  emphmtically  tfait 
there  was  no  evidence  of  conspiracy  or  malice  on  the  part  of  tne  Seoretaiy  of  ikt 
Treasury  or  the  Comptroller  of  the  Currency  and  expressing  the  opinion  that  if  that 
was  malice  it  was  on  the  part  of  the  officers  of  the  bank. 

I  shall  now  ask  your  attention  to  the  following  verbatim  excerpts  from  the  decinn^ 
showing  clearly  that  the  Comptroller  of  the  Cumncy  was  justified  in  each  and  evciy 
demand  which  he  made  upon  the  bank,  save  only  the  techmcal  question  relatingsoMf 
to  the  signatures  to  the  report. 

Justice  McCoy,  in  the  decision,  reviewed  the  whole  case  at  considerable  length 
quoting  numerous  decisions  of  the  Supreme  Court  of  the  Uiiited  States  in  suppoftof 
his  positions.  Each  of  the  Riggs  Bank's  contentions  was  dealt  with  and  disposed  d 
conclusively. 

I  invite  your  consideration  to  the  language  of  the  court: 

In  opening  the  decision  the  court  said: 

''The  affidavits  submitted  by  the  defendants  on  the  motion  for  preliminary  relief 
completely  met  and  overcame  the  charges  of  malice  and  bad  faith  on  the  part  of  the 
Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency;  consequently,  tfat 
motion  for  preliminary  relief  was  denied  except  in  so  far  as  it  made  necessary  a  c«mi- 
sideration  of  the  question  of  the  powers  of  the  comptroller  to  call  for  special  reports  fran 
banks.'' 

The  \'arious  contentions  of  the  bank  are  then  taken  up  by  the  court  and  dispond 
of  one  by  one. 

1.  Right  ofthe  comptroller  to  information  called  for  June,  1914,  at  beginning  ofeot*- 
troversy. — "The  information  called  for  by  the  comptroller  in  regard  to  me  list  of  lou» 
in  excess  of  $5,000  secured  by  collaterals  should  have  been  furnished .  The  contentioi 
is  made  that  he  made  a  demand  tliat  the  information  be  given  'at  once,'  but  that  faH 
can  not  be  clearly  ascertained  h*om  reading  the  j)aragrai>h,  and  it  ra^er  appears  tfail 
when  the  comptroller  said  that  he  wanted  the  information  at  once  it  was  merely  a 
answer  to  the  suggestion  of  the  officers  of  the  bank  that  they  would  take  the  matter  0 
with  the  board  of  directors."    (P.  370.») 

2.  Demandfor  information  regarding  private  icire$  to  brokers^  offices  "antiiai# 
proper  J*  ^ — "The  demand  to  be  informed  whether  or  not  the  plaintiff  was  twMpt^niiy 
.a  private  telegraph  wire  connected  with  stock-brokerage  houses  in  New  York  was  n 
eminently  proper  inquiry,  but  so  was  that  set  forth  in  the  fifteenth  paracra^  of  tk» 
bill,  as  it  related  to  expenditures  being  made  at  the  time  by  the  bank.*^    QP.  370i^ 

3.  Bank  was  wrong  m  refusal  to  give  information  regarding  **Flather  and  Flatim" 
private  accounts. — "ft  is  stated  that  the  comptroller  demanded  that  c^tain  offices 
of  the  bank  express  an  opinion  as  a  matter  of  law  to  the  best  of  their  knowledge  asd 
belief  as  to  who  was  the  owner  of  a  certain  account  standing  in  the  name  of  '  llathr 
and  Flather.'  The  all^;ation  is  that  the  comptroller  was  informed  of  every  fact  n- 
specting  this  account,  amount  thereof,  source  of  fimds  credited  to  the  account,  nd 
the  use  from  time  to  time  made  of  those  fimds  was  fully  and  repeatedly  stated  to  tlif 
comptroller.  Two  officers  of  the  bank  at  the  time  bore  the  name  of  Flather.  If  th* 
bank  knew  as  much  about  the  account  as  the  allegation  indicates,  the  court  will  Mt 
assume  that  imder  those  circumstances  it  was  unreasonable  to  call  for  an  exproawa 
of  the  knowledge  and  belief  of  the  officers  of  the  bank  as  to  whom,  between  the  baik 
and  Uie  persons  named  as  depositors,  the  funds  really  belonged.  Possibly,  if  all  fact 
in  regard  to  the  account  which,  as  the  bill  says,  were  stated  to  the  comptroller  has  \M 
stated  in  tiie  bill  for  the  information  of  the  court,  a  different  conclusion  mig^  ke 
reached ;  but  Uic  comptroller  did  not  have  the  facts  stated,  and  having  them  may  ir^ 
have  been  justified  in  asking  for  the  best  of  the  knowledge  and  belief  of  the  officentf 
to  the  ownership  of  this  account,  which  is  not  calling  for  an  opinion  on  a  question  i' 
Jaw."  (P.  370.») 

4.  Time  allowed  bank  by  comptroller  for  funishing  reports  approved  by  courL — **C* 
tain  reports  were  called  for  and  a  time  longer  than  five  days  was  specified  for  somecf 
them.  It  is  not  obvious  whv  the  bank  should  complain  of  the  giving  of  a  longer  tiiiie> 
The  paragraph  also  states  that  compliance  was  physically  impossible,  but  it  is  not 
alleged  that  any  effort  was  made  to  get  an  extension  of  tijne,  nor  does  it  state  what  tbe 
demands  were,  so  as  to  permit  the  court  to  form  any  opinion  as  to  whether  there  vtf 
anything  objectionable  m  the  demand."    (P.  370.*) 


I  Reference  is  to  page  in  prraent  printed  hearings. 
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5.  (omptroller^H  demand  for  information  regarding  loans  to  Treamry  officials  ap- 
proved.—  'There  was  a  demand  for  information  in  regard  to  loans  made  by  the  {)laiii- 
tiff ,  directly  or  indirectly,  to  Secretaries  of  the  Treasury  and  Aasiatant  Secretaries  of 
the  Trea8ur\'  of  the  United  States,  to  Comptrollers  of  the  Currency,  to  national-bank 
examiners,  and  to  employees  of  the  comptroller's  office.  The  demand  certainly  can 
not  be  considered  an  improper  one,  especially  if  any  officers  of  the  bank  have  been 
officers  since  its  organization,  to  which  time  reference  is  made  in  the  demand  and  the 
facts  in  that  regard  should  be  fully  stated."    (Pp.  370-371. ») 

6.  Calls  for  special  reports  regarding  commercial  paper  *^ clearly  prop^."—  'The 
demand  for  information  m  regard  to  commerdai  paper  oeing  carried  by  plaintiff  was 
dearly  proper,  relating,  as  it  did,  to  the  assets  of  the  bank.''     (P.  371.*] 

7.  Bank's  complaint  regarding  special  report  concerning  Government  oonds  not  sup- 
ported.— "The  details  of  the  demand  for  a  special  report  in  regard  to  United  State? 
Donds  shown  in  the  regular  report  of  the  banK  are  not  sufficiency  set  forth  to  enable 
the  court  to  determine  what  is  complained  of."    (P.  371.*) 

8.  Calls  for  reports  regarding  shares  held  by  directors  approved. — **The  gist  of  one  of 
the  charges  seems  to  be  that  the  comptroller  made  calls  on  a  certain  national  bank 
other  than  the  plaintiff  and  a  certain  tnist  company  in  which  officers  of  the  plaintiff 
were  directors  and  that  he  disregarded  the  fact  that  while  a  national  bank  director  is 
required  to  own  10  shares  of  stock,  directors  of  trust  companies  are  under  no  such  re- 
quirement. The  comptroller  has  a  right  to  make  an  inquiry  in  r<^;ard  to  ownership 
of  stock  by  the  directors  of  a  bank,  and  it  does  not  appear  what  his  demand  for  infor- 
mation in  regard  to  the  ownership  of  stock  in  tnist  companies  has  to  do  with  this  case 
unless  it  be  to  show  the  malice  cnarged,  but  the  facts  are  not  s^t  forth  fully  enough  to 
enable  the  court  to  take  any  action  based  upon  the  alleged  improper  conduct  of  the 
comptroller.  Moreover,  the  comptroller  has  the  same  powers  over  trust  companies 
in  the  District  of  Columbia  as  he  nas  over  national  banks. 

9.  Bank's  objection  to  employment  of  special  examiners  not  sustained. — "^  The  para- 
graphs of  the  bill  contain  auctions  that  the  defendant  Williams  said  that  he  would 
not  believe  the  statements  of  the  plaintiff's  officers;  that  certain  lengthy  examina- 
tions were  made  by  bank  examiners,  and  that  a  bank  examiner  was  brought  from 
without  the  iuiisdiction  of  the  District  of  Columbia  and  made  a  long  examination  of 
the  plaintiff  8  officers,  are  not  statements  of  facts  entitling  plaintiffs  to  relief."  (P. 
371.») 

10.  Comptroller's  demand  for  printed  copies  of  correspondence  justified. — "  The  comp- 
troller rightly  asked  to  be  informed  in  regard  to  the  expenditure  of  money  for  printed 
copies  of  the  correspondence,  and  for  the  other  information  on  that  matter  in  order  to 
enable  him  to  determine  the  propriety  of  those  expenditures    *    *    *."    (P.  371.*) 

11.  Comptroller  right  in  asking  whether  any  of  plaintiff's  books  or  records  had  been 
destroyed. — The  court  also  declared  that  the  comptroller  was  right  when  he  called  on 
the  bank  to  inform  him  *'as  to  whether  or  not  any  of  the  plaintiff's  books  or  records 
bad  been  destroyed."    (P.  371.») 

12.  Comptroller's  denuxnd  for  information  in  regard  to  '^ dummy"  or  other  loans  to 
officers  ana  employees  was  rightly  made. — ''The  circumstances  surrounding  the  de- 
-inands  for  the  failure  to  comply  with  which  the  penalty  of  $5,000  was  assessed  are 
fully  set  forth  above.  That  demand  was  twofold:  First,  for  information  in  regard  to 
all  airect  loans  made  by  the  bank  to  certain  of  its  then  officers,  and,  second,  for  infor- 
mation in  regard  to  all  indirect  or  dummy  or  concealed  loans  made  since  Uie  o^ani- 
zation  of  the  bank  for  the  benefit,  directly  or  indirectly,  of  those  officers,  or  any  of  tnem. 
including  all  loans  for  which  they  or  any  of  them  had  indorsed  or  for  which  they  had 
f  umishea  the  whole  or  any  part  of  the  collateral  by  which  loans  to  any  of  them  were 
flecured,  and  for  other  information  as  shown  by  the  quotation  of  said  paragraph  above. 
In  the  view  which  the  court  takes  of  the  power  of  the  comptroller  these  demands  were 

.entirely  within  his  power.  The  reply  of^the  bank,  it  will  be  noted,  states  that  when 
the  last  examination  of  the  bank  was  conducted  there  were  no  loans  to  the  officers 
standing  on  the  books,  and  likewise,  in  reg^ard  to  demand  for  loans  made  to  them 
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iiiKlor  c*<)vi'r.  and  it  is  not  deiued  that  tho  latt(T  sort  of  loan  had  been  mad**.  En- 
<l(»ntly  tho  main  (^tntention  nought  to  he  raim-d  hy  the  allegation  in  thi8  paraeiaphii 
that  the  tranrar^tionH  of  the  Hort  referred  to.  having  heen  closed  a  eoneiaerable  tin 
jirior  to  the  making  oi  the  demand,  were  not  the  proper  8iibJ€K*t  of  inquif}'  bvtlR 
romptroller.  The  court  has  indi(*at(Ki  a  view  to  the  contrary  above  and  it  ia  perfmly 
obvious  that  as  to  concealed  Ioan»  made  for  the  benefit  of  the  ofiic*e»  of  the  bank  « 
possible  limit  to  the  8(H)pe  of  an  in(iuir\'  hy  the  comptroller  could  be  reaaonablr  n^ 
eeflted.  The  hill  alleges  that  a  hank  examiner  had  gr)ue  over  the  Itook?  back  to  toe 
date  when  the  olaintift  began  to  do  business."     (P.  371.*) 

13.  Coinptmlhr'M  demand  that  bunk  submit  airnajMnde^icf  to  hitard  oj  dirrc'on  nf- 
held, — '*  It  IS  state<i  that  the  comptroller,  in  requirinj^  that  certain  facts  be  lidd  bete 
the  board  of  dire<'t!)rH.  did  so  for  the  purjiose  of  discrediting  the  plaintiff's  offinv 
before  the  boanl  of  directors  and  to  drive  them  from  their  officriai  positions.  TWi 
practice  is  practically  appnived  by  the  Su])reme  Court  of  the  Ignited  States  in  Jow 
national  Bank  r.  Vates  et  al..  decidtni  April  3.  1916.  in  whi<*li  cane  it  ap})6ared  thaii 
letter  from  the  comptroller  'emphasized  the  duty  of  the  dircctonv  with  respect  toiW 
(•onduct  of  the  bank's  affairs,  and  it  concluded 'with  a  request  for  a  reply  overd* 
directors' individual  signatures/  ''    (P.  371.M 

14.  No  foundation  for  bank's  claim  that  comptroller  acted  maliciONslff. — *'Tlie  biD 
alleges  that  the  acts  of  the  (comptroller  were  uoue  maliciously.  This  is  merely  thff 
statement  of  a  conclusion  of  law  not  admitted  by  demurrer.  Malice  in  law  ineiH 
nothing  more  than  the  intentional  doing  of  a  wrongful  act  witliout  jiit«tificatinnsid 
within  the  meaning  of  the  definitions  such  an  act  is  one  which,  in  the  ordinary  cwim. 
is  calculated  to  infringe  and  doi>s.  in  fact,  infringe  upon  the  rights  of  another  to  hit 
damage  unless  it  be  done  in  the  exercise  of  an  equal  or  superior  ri^t.  Bieonaof. 
United  States  (73  N.  J.  Law,  72U).  The  comptroller  was  a(*ting  within  his  nowenui 
in  {>erforman(re  of  his  duty  so  far  as  calling  for  the  reports  is  concerned;  tneiefbretf 
no  right  of  the  plaintiff  was  infringed .  he  was  not  acting  maliciously. '  *     ( Pp.  271-272}) 

1j.  Hank's  complaint  {"oncerning  Panama  deposits  baseless. — *' There  is  a  comphig 
failure  to  show  that  for  the  ^>ur])o6e  of  wrecking  the  plaintiff  bank  the  defendant  tvi 
advantage  of  conditions  arising  out  of  the  war  m  Europe.  In  fact,  the  plaintiff's  on 
specific  allegations  disprove  the  (coincidence  on  which  alone  such  a  chai^  couhlbe 
based."     (P.  3)9.^ 

10.  Criticism  regarding  Red  Cmss  def)osits  unjounded. — **  There  are  numerous  allM- 
tions  in  the  bill  insertcnl  apparently  for  the  purpose  of  establishing  malice  and  shovof 
a  conspiracy,  notably  tliat  of  the  siction  of  the  comptroller  in  reeard  to  the  Red  Om 
funds,  but  a  reading' of  the  allegations  in  tliat  regard  show  satisfactorily  that  deM- 
ant  Williams,  as  treasurer  of  the  Red  Cross  funds,  was  taking  perfectly  proper  step  to 
obtain  Uie  largest  possible  revenue  from  it  while  on  deposit.  The  plaint  in  was  pni 
the  same  opportunity  that  was  given  to  others  to  have  thoae  deposits  made  la  iP 
bank."    (P.  3i2.') 

17.  No  support  for  cluirges  of  hostility  to  batik's  officers. — "  Anotlier  allegation  is  ihA 
the  defendants,  McAdoo  and  Williams,  'had  in  ways  which  will  be  fuUv  detailed  it 
the  evidence  to  be  taken  in  this  suit  openly  and  publicly  manifested  their  pemnri 
malice  toward  certain  of  the  plaintiff's  ofiicers.'  Without  considering  that  thepliii' 
tiff's  officers  are  not  the  bank  and  that  the  defendant  might  be  hostile  to  plaintifi 
officers  while  being  solicitous  for  the  welfare  of  the  stockholders,  it  is  obvious  llalil 
the  plaintiff  wishtni  any  action  to  be  taken  based  on  the  existence  of  such  hostilitjril 
should  have  stated  the  facts  fully  enough  to  permit  the  court  to  determine  the  eB0r 
ence  of  such  feeling.  The  other  allegations  inserted  in  the  bill  for  the  piupose^ 
Baowing  malice  do  not  require  any  special  referenc^e."    (P.,372.») 

18.  Court  denies  bank's  claim  that  the  fJ()0  per  day  penalty  did  not  applv  to  Sftsd 
reports.  -'The  act  of  March  3.  1869,  section  1.  after  providing  for  five  reffiiuar  lepo* 
provided  as  follows:  And  the  comptroller  shall  also  liaye  power  to  c^l  f or  spedil 
reports  from  any  particular  association  whenever,  in  his  judgment,  the  same  aliillbe 
nicessary  in  order  to  a  full  and  complete  knowledge  of  its  condition. 

"  *  Any  association  failing  to  make  and  transmit  any  such  report  shall  be  subject  li»» 
penalty  of  $100  for  each  day  after  five  days  that  such  bank  shall  delay  to  make  vl^ 
ttansmi- any  report  a"  aforesaid.    «    ♦    ♦.' 
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*  'Section  2  of  the  act  provides: 

*''That,  in  addition  to  said  reports,  each  national-banking  association  shall  report 
to  the  ('omptroUer  of  the  Currency  the  amount  of  each  dividend  declared  by  said 
association  and  the  amount  of  net  earnings  in  excess  of  said  dividends,  which  report 
thall  be  made  within  two  days  after  the  declaration  of  each  dividend  and  attestea  by 
the  oath  of  the  president  or  cashier  of  said  association,  and  a  failure  to  comply  with  the 
provisions  of  this  section  shall  subject  such  association  to  the  penalties  in  tne  foregoing 
section.' 

''In  view  of  this  previous  legislation  it  can  not  be  successfully  maintained  that 
Congress  intended,  in  revising  the  statutes,  to  make  any  change  as  to  what  was  re- 
quired nor  as  to  the  penalty  to  be  imposed .  Con^:re88  simply  enacted  in  three  sections 
what  had  previously  been  contained  in  two  sections  of  a  single  act. ''    (Pp.  37^373.*) 

19.  Refusal  of  bank's  officers  to  furnish  data  on  ground  that  to  do  so  would  incriminate 
tMem  was  unlawful. — '  'The  demands  niade  by  the  comptroller  were  that  the  bank  make 
certain  reports.  If  the  demand  had  inlcuded  the  production  of  books  and  papers  of 
the  plaintiff  the  officers  of  the  l)ank  would  have  no  privilege  of  refusing  to  produce 
them,  because  they  might  contain  matter  which  would  imcriminate  the  officers  or  lead 
to  punishment  of  the  corporation.  Hale  v.  Henkel  (201  U.  S.,  42;  Wilson  v.  IFnited 
States,  221  U.  S.,  361 . )  As  was  stated  in  the  latter  case,  the  State  has  visitorial  powers 
over  corporations.  The  fourth  amendment  of  the  Constitution  protects  a  corporation 
against  unreasonable  searches  and  seizures  but  the  fifth  amendment,  providing  against 
compelling  a  person  to  be  a  witness  against  himself  in  a  criminal  case,  does  not  prevent 
the  compulsory  production  of  the  books  of  the  corporation  by  one  of  its  officers.  So 
liere  the  liank  can  not  excuse  its  failure  to  give  a  report  simply  because  any  of  its 
officers  required  to  furnish  it  raise  the  question  of  self-incrimination. 

**The  plaintiff  can  not  object  to  giving  the  information  demanded  of  it  by  the 
comptroller  nor  urge  any  constitutional  ground  as  a  basis  for  refusing,  having  accepted 
its  cnarter  under  a  statute  giving  tne  right  to  call  for  such  reports. "    (Pp.  373-374. ' ) 

20.  Comptroller's  refusal  to  approve  Riggs  National  Bank  as  depository  sustained. — 
'  'The  plaintiff  would  have  the  court  enjoin  the  comptroller  from  revoking  any  desig- 
nation  of  the  plaintiff  as  a  depository  and  from  refusing  to  approve  of  the  bank  as  such. 
The  prayer  of  the  bill  also  asks  that  if  the  comptroller  has  in  form  revoked  such  desig- 
nation or  in  form  refused  such  approval,  then  that  such  revocation  or  refusal  may  be 
decreed  to  be  null  and  void. 

'4t  is  obvious  that  if  the  court  has  any  power  in  the  premises  there  is  no  state- 
ment of  fact  upon  the  basis  of  which  it  coula  act  except  as  far  as  an  allegation  of  the 
ocMnptroller's  alleged  intention  not  to  approve  may  be  an  allegation  of  fact.  To  enjoin 
him  'from  refusing  to  approve  the  plamtiff's  bank  as  such  a  depository'  can  mean 
nothing,  unless  it  be  to  requircf  the  comptroller  to  approve,  and  there  being  no  specific? 
instance  of  an  application  pending  it  amounts  to  asking  the  court  to  compel  the  comp- 
troller to  approve  of  any  application.  To  state  the  request  thus  analyzed  is  to  show 
that  it  can  not  be  granted.^'    (P.  375.*) 

21.  Court  refuses  bank's  petition  that  the  comptroller  be  enjoined  from  future  riola- 
iions  of  law. — '  'The  plaintiff  seeks  to  have  the  comptroller  enjoined  generally  from 
future  violations  of  the  law  so  iBx  as  his  acts  might  affect  it.  Such  an  injunction  could 
not  be  upheld.  A  court  will  not  stop  an  officer  vested  with  powers  to  be  exercised 
At  his  discretion  from  performing  his  statutory  duty  for  fear  that  he  should  perform  it 
wrongly.'    (P.  375.») 

22.  night  of  comptroller  to  exercise  discretion  as  to  assessment  of  penally  for  delcy  or 
refusal  to  furnish  reports  sustained. — "The  purpose  of  the  act  giving  the  comptroller 
power  to  call  for  special  reports  is  obvious.  Supervision  over  national  banks  is  vested 
in  him.  In  order  that  he  may  perform  his  duties  he  is  given  authority  by  the  section 
here  under  consideration  to  call  for  special  reports  when,  in  his  judgment,  they  are 
necessary  to  a  full  and  complete  knowledge  oi  the  condition  of  the  bank.  He  alone 
having  power  to  act,  and  therefore  being  the  only  one  for  whose  benefit  information 
is  necessary,  is  the  only  one  to  determine  that  question,  and  also  whether  his  call  for 
a  special  report  has  been  complied  with.  There  can  be  no  doubt,  then,  of  his  right  to 
flay  that  the  plaintiff  has  given  him  the  information  desired,  nor  that,  having  so  an- 
nounced to  the  plaintiff  the  liability  of  the  latter  to  penalties  ceased  as  of  the  respec- 
tive times  when  the  reports  were  received. "     (Pp.  353-354.*) 

1  realize  and  r^ret  tnat  the  record  has  been  lengthened  to  proportions  taxing  your 
time  and  patience,  but  because  of  the  latitude  granted  those  who  have  made  wanton 
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charges  a^iiiat  ino  thw  has  wnaiK^d  ncM-esean-  for  my  protection.     From  my  point  of 
\'iew  1  have  l>eon  vindictively  and  remorselesBly  asaaiied.    Ever>'  a\^ilable  weapoiu 

Eereon,  and  method  for  attacking  my  character  as  a  man  and  reputation  as  an  offical 
eforo  your  committee,  the  Senate,  and  the  public  has  been  used  with  eager  malice. 
Each  accusation  or  su^'estion  presented  a^s^inst  mo  had  been  spread  aosiduouBhr 
through  the  newspapers. 

One  drafted — ana  ronlradirted—ivitHessfnym  25,000  national -hank  officer*. — ^But  dcsplle 
the  sinister  and  reckless  efforts  of  the  malicious*  unscrupulous  few  I  direct  your 
attention  to  the  deeply  sveniticant  fact  that  not  one  of  the  25,000  executive  officers  or 
85,000  employees,  including  <jtficers,  of  nearly  8,000  national  lyanks  of  the  counny 
under  my  su])e^^'isi()n  has  appeared  voluntarily  before  your  committee  to  oppose  wr 
confirmation,  and  even  in  re8(xmse  to  summons  by  your  committee  only  one  nationJI 
bank  executive  has  appeared  before  you  thus  far  to  oppose,  althomdi  theee  hearii^ 
have  l>een  now  going  on  at  inter\'als  for  more  than  six  months.  The  teatimooy  ti 
that  one  national -bank  official  who  did  appear  has  been  proven  to  have  been  db- 
ingenuouB  and  without  foundation  from  start  to  finish. 

The  hope  of  mv  assailant  seems  to  have  been  the  Riggs  Bank  case.  Mr.  Hogan, 
former  attorney  oi  the  Riggs  Bank,  whose  false  and  shameless  testimony  I  have  nov 
fully  reN-iewed,  came,  as  he  admits,  l)y  special  request,  solicited  b;^*  ex-Senator  Weeks, 
whose  "fake''  resolution  of  a  •'clearing  house'*  which  never  existed,  presented  by 
Mr.  Weeks  before  this  honorable  committee,  1  have  already  exposed. 

I  understand  that  Mr.  Uogan  came  also  pursuant  to  plans  of  a  certain  official  of  the 
Riggs  Bank  who  w^as  indicted  for  periur\'  for  signing  the  affidavit  prepared  for  him  by 
Mr.  Hogan.  That  same  official  of  the  lliggs  Bank,  1  also  understand,  furnished  ex- 
Senator  Weeks  the  4-year-old  60,000  word  diatribe  against  the  comptroller's  office, 
which  the  ex-Senator  inserted  in  the  record  in  February,  but  which  was  prepared  by 
the  newspaper  man  Hill,  whom  the  Riggs  Bank  had  .employed  as  their  publicu>'  agent 
in  the  Riggs  equity  suit,  and  of  whose  disreputable  work  your  committee  him  ahfady 
been  ad  Noised. 

The  few  witnesses  who  have  been  *  'drummed  up "  and  thrust  forward  by  hidden 
hands  and  who  have  consumed  the  yalualile  time  of  your  conunittee  have,  it  seems, 
tried  to  otTset  their  numerical  inferiority  by  the  abiindance  of  venom,  malice,  and 
slander  which  they  have  poured  without  stint. 

Subviliiition  of  drlaiU  of  facts  made  necessary  by  method  of  attack. — ^Mr.  Chairman,  the 
vindication  of  my  name  and  motives  is  immeasurably  more  important  to  me  y^»*" 
conHrmation  and  further  st»r\-ice  as  ( 'omptroUer  of  the  ( 'urrency .  I  have  that  >'indica- 
tion — even  at  tht?  cost  of  much  lal)or  to  myself  and  inconvenience  to  others — not  only 
to  my  own  self-respect,  but  to  the  President  and  to  the  two  Secretaries  of  the  Treasury 
who  have  honored  me  ^^-ith  their  confidence.  Truth  may  not  overtake  a  He,  but 
mav  outlive  it.  This  record  is  the  only  means  by  which  I  can  put  what  seems  tome 
to  he  absolutelv  established  and  indisputable  truth  in  such  enduring  and  definite 
form  that  it  will  live  to  speak  for  itself  and  for  me  hereafter.  Therefore  1  desire  to 
have  in  the  record  the  full,  whole  truth  on  ever>'  point  and  detail,  large  and  small, 
set  forth  as  clearly  as  1  can  present  it. 

My  endeavor  has  been  to  search  out.  meet,  and  contradict  every  charge  that  hu 
been  uttered  or  written  against  me  and  to  pmve  that  it  was  not  only  falsehood.  Init 
falsehood  incited  l)y  hate  and  by  lust  for  vengeance,  and  that  the  w'hole  proceedinfr 
has  been  a  malign  and  impudent  attempt  to  use  your  committee  to  gratify  the  aai- 
mosity  of  detected  and  battled  lawbreakers.  I  believe  that  in  this  endeavor  I  have 
succeeded. 

1  respectfully  ask  that  this  letter  he  printed  in  the  record  with  the  corresfkondence 
and  other  inclosures  referrtni  to  alwve,  which  1  hand  you  herewith. 
I'^aithfully,  yours, 

John  Skelton  Williams. 

1  take  advantage  of  this  oi>portunity  to  include  and  call  special  attention  to  the 
following  extra(!ts  fri)m  letters  whi(*h  1  wrote  the  Banking  and  Currency'  Committee 
of  the  United  States  Senate  July  29  and  August  1.  1919,  which  also  relate  to  the  Rigp 
Bank  case  and  the  misstatements  before  that  committee  by  the  bank* s  former  attorney. 
Mr.  Hogan;  and  which  illustrate  the  rank  favoritism  which  that  bank  enjoyed  during 
the  many  years  it  persistently  defied  the  linking  laws  and  the  c*omptroi]er*s  re^nihi- 
tions. 

**At  the  hearings  before  vour  committee  on  July  24, 1919, 1  stated  to  your  commit- 
tee that  despite  Mr.  Hogan ^s  positive  denial  that  the  Riggs  National  Bank  had  in  pni( 
years  enjoyed  special  favors  from  the  Treasury  Department,  the  indisputable  recoids 
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of  the  office  prove  that  his  denial  was  wholly  untrue  and  that  in  many  ways  the  Riggs 
National  Bank  had  been  favored,  and  to  a  very  remarkable  degree. 

''I  also  stated  that  there  had  not  only  been  discrimination  in  favor  of  the  Riggs 
National  Bank  in  the  matter  of  Government  de^sits,  but  that  the  bank  had  enjoyed, 
special  favors  in  the  matter  of  obtaining  information  and  data  from  the  various  bureaus 
of  the  Treasury,  and  I  referred  to  an  incident  in  connection  with  my  examinations  of 
the  bank  where  it  had  been  discovered  that  a  copy  of  a  certain  confidential  document 
intended  only  for  national  bank  examiners  had  passed  into  the  possession  of  the  Riggs 
Bank.  I  stated  that  if  you  desired  I  would  be  pleased  to  furnish  you  further  infor- 
mation in  r^ard  to  that  incident.  You  reauested  that  I  do  so.  I  now  have  the 
pleasiire  of  handing  you  a  copy  of  a  letter  which,  as  Comptroller  of  the  Currency,  I 
addressed  on  October  9,  1915,  to  Vice  President  Ailes  of  the  Riggs  National  Baiik» 
which  was  as  follows: 

'^Trbaburt  Depatsment, 
'*  WcahingUm,  D,  C,  October  9, 1915, 
''Mr.  M.  E.  AiLES, 

"  Vice  President  Riggs  National  Bank,  Washington,  D.  C 

''Sir:  The  records  show  that  some  time  ago,  as  vice  president  of  the  Riffis  National 
Bank,  you  wrote  a  letter  to  an  officer  of  the  National  City  Bank,  of  whiS  you  were 
also  an  employee,  in  which  you  said: 

''  'I  am  sending  you  herewith  a  copy  of  the  comptroller's  pamphlet,  Defalcationi 
and  Methods  of  Concealment.' 

''That  pamphlet  was  a  confidential  communication  issued  by  the  office  of  the 
Comptroller  of  the  Currency  for  the  instruction  of  national  ban^  examiners  only. 
There  was  printed  across  the  face  of  the  pamphlet  a  statement  which  recited  that — 

*'  This  IS  a  confidential  publication  whioi  has  been  compiled  for  the  use  of  bank 
examiners,  and  is  to  be  returned  to  the  Comptroller  of  the  Currency  by  the  recipient 
when  the  service  of  the  examiner  is  terminated.' 

"There  can,  therefore,  be  no  question  but  that  you  knew  that  this  was  a  confidential 
document,  published  with  the  intention  that  it  should  not  go  out  of  the  poasession  of 
the  comptroller's  office  or  its  exammers. 

"You  are  requested  to  inform  this  office  immediately  how,  when,  and  throu^ 
whom  you  obtained  this  document,  the  property  of  this  office. 

"In  the  letter  in  which  you  conveyed  tmB  pamphlet  to  an  officer  of  the  National 
City  Bank  of  New  York  you  said: 

"  'The  instructions  to  examiners  are  of  a  very  confidential  character,  and  I  was 
unable  to  obtain  them  to-day.  I  think  perhaps  it  may  be  possible  to  do  so  another 
time,  however,  and  I  will  make  an  effort  early  next  week  to  get  hold  of  a  set  for  you. ' 

"You  are  requested  to  inform  this  office  at  once  whether  the  set  of  'instructions 
to  examiners,'  which  you  admit  that  you  clearly  knew  were  'of  a  very  confidential: 
character,'  was  obtained  eventually  by,  for,  or  through  you  and  transmitted  to  tiie 
National  City  Bank  or  to  any  of  its  officers. 

"If  you  succeeded  in  getting  possession  of  the  documents  referred  to,  you  are 
requested  to  inform  this  office  promptly  how,  when,  and  through  whom  these  confi- 
dential papers  of  the  comptroller's  omce  were  secured  by  or  for  you  and  to  return  them, 
at  once  to  the  office  of  the  Comptroller  of  the  Currency. 
"Respectfully, 

"John  Skblton  Williams, 
"  Comptroller  of  the  Currency, 

"  I  do  not  find  in  Mr.  Ailes's  reply  to  the  foregoing  letter  in  the  files.  My  recollection 
is  that  the  explanation  he  o£fer<Ml  was  that  the  confidential  document  rdEerred  to  had 
been  given  to  him  by  one  of  my  predecessors  in  office. 

«  «  «  «  «  «  « 

"In  m)r  statement  before  your  committee  on  the  25th  instant  in  connection  with 
the  activities  of  the  newspaper  man,  George  G.  Hill  (p.  578,  printed  hearings),  I 
referred  incidentally^  to  the  secret  propaganda  being  conducted  against  me,  apparently 
originating  in  Washington,  but  widi  various  ramifications.  In  support  of  my  assertion 
I  now  respectfully  submit  three  articles  from  obscure  newspapers  in  three  States,  all 
identically  alike  and  evidently  prepared  and  sent  out  by  the  same  journalistic  genius. 
Their  contents,  as  you  will  observe,  are  of  such  coarsely  vulgar  character  that  i  would 
not  ask  any  man  to  read  them  except  as  evidence. 
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*' Obviously  somebody  is  spoidiiig  money  in  hiring  dieap  and  obscure  hangen^m 
of  journalism  to  assail  me.  This  seems  to  be  a  revival  of  the  ancient  prairace  of 
en^loying  professional  assassins  to  wreak  private  vengeance,  only  la^^^ing  the  penonal 
penlB  and  elements  of  tragedy  which  gave  that  system  at  least  a  suggestion  of  dignity. 
I  will  not  ask  you  to  cumbor  the  records  with  tiiese  editorials,  but  present  them  rar 
tiie  inspection  of  your  committee. 

"I  respectfully  ask  that  this  letter  be  printed  in  the  record  of  these  hearings. *' 

"In  my  letter  to  yon  of  the  29th  ultimo  I  submitted,  in  reply  to  an  inqn^  from 
jrou.  figures  to  show  that  from  June,  1904,  to  June,  1914,  the  percentage  of  increase 
in  tne  resources  of  the  Riggs  National  Bank  had  amounted  to  only  about  o&e-fonrth 
of  the  pcntrentage  of  increase  which  had  taken  place  in  the  same  period  in  all  the 
other  national  banks  throughout  the  country. 

''In  the  same  letter  I  pointed  out  that  the  Riggs  National  Bank  had  been  requited, 
in  1914,  by  the  comptroller's  office,  to  desist  from  their  irreg;ular  and  unlawful  open- 
tions,  and  that  after  the  officers  of  the  bank  had  been  required  to  confine  &eir  time 
and  attention  more  closely  to  the  leeitimate  businees  of  a  national  bank  the  resources 
of  the  Riggs  National  Bank  had  in  the  five-year  period  from  June,  1914,  to  May,  1919, 
iiicreasea83.29  per  cent,  against  an  increase  in  tbe  resources  of  all  the  national  buiks 
in  the  country  of  81.37  per  cent. 

"I  understand  that  the  question  has  also  been  raised  as  to  whether  or  not  the  increase 
in  resources  of  18.64  per  cent  shown  bv  the  Riggs  National  Bank  betweoi  June,  1904, 
and  June,  1914,  was  out  of  line  with  the  increase  shown  by  all  the  other  banks  in  Uie 
District  of  Columbia  for  that  same  period. 

''In  r^y  to  that  suggestion  1  have  the  honor  to  advise  you  that  the  records  give  the 
following  figures: 

"Against  an  increase  in  total  resources  from  June,  1904,  to  June,  1914.  of  the  Rigss 
National  Bank  of  18.64  per  cent;,  we  find  that  the  total  resources  of  all  other  banks 
in  the  District  of  Columbia  for  the  same  period  increased  114.7  per  cent. 

"Which  means  that  the  percentage  of  increase  in  resources  from  1904  to  1914  of  all 
the  other  banks  in  the  District  of  Columbia  was  more  than  six  times  as  great  as  the 
percentage  of  increase  shown  by  the  Rii^  Bank  during  that  period. 

"It  is  true  that  the  Riggs  National  6ank  made  large  eanungs  in  those  yean,  but 
those  bi^  earnings  are  traceable  very  largely  or  mainly  to  the  favoritism  which  thi 
bank  enioyed  from  the  Treasury  Department  in  many  ways.  The  records  shon 
clearly  that  a  large  part  of  the  dividends  paid  by  the  Ri0^  Bank  on  its  capital  stock 
from  1904  to  1914  was  directly  due  to  the  large  profits  wmch  the  bank  derived  from 
'nossly  abnormal'  proportions  of  Government  funds  placed  with  it  without  interest 
Ottring  those  years  through  favoritism  or  the  exercise  of  special  influence. 

"In  this  connection  I  invite  your  attention  to  a  paragraph  in  Secretary  McAdoo's 
affidavit  in  the  Riggs  equity  case,  in  ^riiich  he  saia  (p.  M)  of  February  hearings  before 
tibe  committee): 

"  The  total  deposits  of  the  plaintiff  bank,  exclusive  of  Government  funds,  on  April  9, 
1903,  were  ^proximately  $7,381,912.20.  The  proportion  of  Government  fiu«is  to 
total  deposits  and  to  the  then  capital  and  surplus  m  the  bank  ($900,000)  was  groflsly 
abnormal  and  unprecedoited.    *    *    * 

"  'During  that  time  there  were  11  national  banks  in  the  city  of  Washington,  and 
the  deposits  of  the  plaintiff  bank  averaged  not  exceeding  39  per  cent  of  the  total 
average  deposits  of  said  national  banks.  The  total  deposits  of  Government  funds  in 
all  of  the  remaining  national  banks  of  Washington  during  said  period  averaged  approx- 
imatejv  $278,874. 

"'The  average  balance  of  Government  funds  on  deposit  with  the  plaintiff  bank 
from  the  time  the  said  Ailes  became  connected  with  the  bank,  in  Apnl,  1903,  until 
March,  1907,  was  $2,081,957. 
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'*Tlie  whole  record,  Mr.  Chairman,  presents  a  complete  and  overwhelming  refutation 
of  Mr.  Hogan's  reckless  but  deliberate  and  brazen  denial  made  in  his  testimony 
before  your  committee  on  the  9th  ultimo  (p.  99).  At  that  time,  in  response  to  Senator 
Prelinghuysen's  question: 

*"  Is  there  anything  in  the  record  which  shows  undue  favoritism  by  previous  admin- 
istrations to  the  Higgs  Bank  or  any  other  bank?  * 

'*Mr.  Hogan  unblushingly  and  with  the  same  disregard  for  the  truth  which  had 
characterized  his  preparation  of  the  affidavit  which  resulted  in  the  indictment  for 
perjury  of  three  of  the  Riggs'  officers,  answered: 

"'There  ifl  not.' 

"I  respectfully  ask  that  this  complete  letter  be  printed  in  the  record  of  these  hear- 
ings as  supplementary  to  my  letter  to  you  of  July  29,  1919." 

Since  writing  my  letter  of  the  12th  instant  to  Ohainnan  McLean  of  the  Banking 
and  Currency  Committee,  which  is  printed  above,  my  attention  has  been  called  to 
the  propaganda  which  it  appears  is  being  conducted  by  Mr.  F.  J.  Hogan,  former 
attorney  for  the  Riggs  Bank,  whose  untrue  and  malicious  statements  before  the 
Senate  committee  I  Eve  already  exposed. 

Under  date  of  August  6,  1919,  Mr.  Hogan  appears  to  have  disseminated  over  his 
fdgnature  a  letter  calling  attention  to  what  he  describes  as  '*a  most  intelligent  analysiB  '* 
of  the  Ripgs  Bank  controversy,  but  which  is  merely  a  biased  newspaper  report  of  his 
false  testimony  before  the  Senate  committee  and  a  "write  up"  of  himself  as  printed 
in  two  editions  of  gmall  financial  weekly  published  in  Boston,  one  of  which  articles 
he  appears  to  have  had  reprinted,  either  at  his  own  expense  or  at  the  expense  of  the 
interests  cooperating  with  him  in  his  propaganda. 

These  articles,  mainly  a  rehash  of  his  untrue  testimony  which  has  already  been 
answered  by  me,  need  no  further  reply.  They  are  not  only  obvious  propaganda,  but 
ignorant  propaganda.  The  most  interesting  point  is  tlie  optimistic  promise  that 
Congressman  McFadden,  of  Pennsylvania,  was  to  appear  before  the  Senate  committee 
to  testify  against  the  comptroller.  As  this  promise  was  not  verified,  it  seems  to  be 
evident  that  Mr.  McFadden  underwent  some  change  of  mind.  Presumably  he  decided 
to  fall  back  into  the  ranks  of  the  "25,000  banks  more  or  less  "  described  by  Mr.  Hogan 's 
admiring  newspaper  friend  as  abject  slaves  of  the  comptroller,  "cringing  from  the 
fear  of  ms  blows,  like  a  parcel  of  children  terror  stricken  by  some  local  bully" — so 
the  editor  of  the  publication,  purporting  to  be  for  American  financiers,  described 
them. 

In  his  same  communication,  under  date  of  the  6th  instant,  Mr.  Hogan  distributed 
a  copy  of  a  letter  which  he  says  was  addressed  to  the  Comptroller  of  the  Currency  on 
July  10,  1916,  by  an  official  of  a  small  State  bank  in  North  Dakota,  in  which  that 
banker  insinuates  or  charges  that  the  Comptroller  of  the  Currency  is  responsible  for 
"the  numerous  conversions  of  national  banks  into  State  banks  now  taking  place 
throughout  the  country,  which  must  result  in  a  further  weakening  of  the  Federal 
reserve  system.'* 

It  also  intimates  that  the  Comptroller  of  the  Currency  is  responsible  for  the  failure 
of  eligible  State  banks  to  join  the  Federal  reserve  system. 

Mr.  Ilogan  is  manifestly  hard  pressed  for  ammunition  when  the  beat  that  he  can 
do  in  his  effort  to  find  some  one  making  complaints  against  the  comptroller's  office 
is  to  fi;o  back  more  than  three  yean  and  resurrect,  from  an  unstated  and  unknown 
though  suspected  source,  an  unfounded  attack  by  an  official  of  a  State  bank  ($50,000 
capital)  from  North  Dakota,  never  directly  or  indirectly  under  the  comptroller's 
supervision.  The  facts  and  records,  however,  to  which  I  ask  your  attention,  demolish 
the  complaints  of  that  State  banker. 

At  the  time  the  NorUi  Dakota  banker  made  his  gloomy  forecast  concerning  the 
determination  of  banks  to  refrain  from  joining  the  Federal  Reserve  System  there 
were  only  35  State  bank  members  of  the  Federal  Reserve  System,  with  resources  of 
$531,000,000.    Since  then  a  large  proportion  of  the  principal  State  banks  and  trust 
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companies  of  the  country  have  joined  the  sj^rstem,  and  the  number  of  Stat«  bank 
and  trust  company  members  now  is  1,094,  with  resources  of  $8,110,000,000;  and  the 
total  resources  of  all  national  and  State  bank  members  of  the  Federal  Reserve  Svstem. 
which  on  June  30,  1916,  amounted  to  $14,450,000,000,  is  now  $28,900^000,000— an 
increase  of  100  per  cent  in  the  three  years  since  the  State  bank  official  made  his 
pessimistic  forecast. 

The  emptiness  of  the  North  Dakota  banker's  forebodinfiis  as  to  national  banks 
leaving  the  system  is  also  shown  by  the  records.  Between  July  1,  1916,  and  August 
15, 1919,  560  new  national  banks  have  been  chartered,  and  603  of  the  existing  national 
banks  have  increased  their  capital.  The  actual  net  increase  in  the  capital,  surpluB, 
and  undivided  profits  of  national  banks  in  the  United  States  from  Jtuy  1,  1916,  to 
Julv  1, 1919,  was  over  $260,000,000. 

The  retiums  of  our  national  banks  as  of  June  30, 1919,  just  compiled,  show  resources 
of  $20,799,000,000. 

The  increase  in  the  resources  of  the  national  banks  of  the  countr^^  in  the  past  6 
years,  under  the  present  administration,  has  been  greater  than  the  increase  m  the 
preceding  47  years. 

Since  January  1,  1918,  covering  approximately  10  months  of  the  strain  and  riiock 
of  war,  and  10  months  of  the  trials  of  the  reconstruction  period,  there  have  been  two 
national  bank  failures  in  the  entire  United  States — an  avera^  of  one  failure  eadi 
10  months.  In  the  25-vear  period  prior  to  the  present  administration  the  failure  of 
national  banks  averaged  about  18  per  annum,  or,  say,  1  every  20  days. 

Not  only  have  there  been  fewer  national  bank  failures  than  ever  before  in  the 
history  of  the  national  banking  system,  but  the  records  show  that  of  the  national 
banks  which  have  failed  during  the  administration  of  the  present  Comptroller  of  the 
Currency  approximately  60  per  cent  have  either  been  restored  to  solvency,  have  paid 
their  depositors  100  cents  on  the  dollar  or  are  expecting  to  do  so,  whereas  in  the  neariy 
50  vears  prior  to  the  inciunbency  of  the  present  comptroller  only  about  35  per  cent 
of  tne  failed  banks  pud  their  depositors  in  full. 

It  is  deeply  gratifying  to  me  to  be  able  to  point  to  the  record  which  tells  us  that 
in  immunity  from  failure  the  showing  of  the  national  banks  since  January  1 ,  1918, 
has  been  twenty  times,  or  2,000  per  cent  better  than  for  the  period  of  25  years  imme- 
diately preceding  the  present  administration. 

Furthermore,  Uie  netprofits  of  the  national  banks  for  the  year  ending  December 
31,  1918,  amounted  to  $223,531,000 — the  greatest  ever  recorded — compared  with  212 
millions  in  the  fiscal  year  ending  June  30,  1918;  194  millions  for  1917;  157  millions 
for  1916;  and  127  millions  for  1915. 

This  great  increase  in  banking  power  and  resources  and  in  profits  has  been  accom- 
plished contemporaneously  with  a  marked  reduction  in  the  rates  of  interest  chiuged 
to  the  public  in  all  parts  of  the  country  and  with  the  elimination  of  many  tinla^il 
and  irregular  practices  which  formerly  pre^'ailed. 

John  Skelton  Williams. 

August  26,  1919. 


Treasury  Department, 
Office  of  the  Comptroller  of  the  Currency, 

Washington  f  August  SO,  1919. 
Hon.  George  P.  McLean,  United  States  Senator, 

Chairman y  Banking  and  Currenq/  Committer, 

Washington  J  D.  C. 

Sir:  In  my  statement  to  your  committee  on  July  26,  1919,  I  called  attention  to 
loans  which  I  had  understood  from  the  report  made  by  Examiner  Owen  T.  Reeves 
of  May  22,  1906,  were  outstanding  at  that  time  to  varioiLs  officers  and  employees  of 
the  Bank,  including  Vice  President  Ailes  $34,788;  Assistant  Cashier  W.  J.  leather, 
$74,000;  Assistant  (-ashier  H.  H.  Flather,  $47,537;  PaWng  Teller  Rittenhouse,  $600; 
Paying  Teller  Kindelbeiger,  $40;  Receiving  Teller  Ne\an5,  $1,905;  Ladies'  Teller 
Bestor,  $56,500;  Exchange  Teller  E.  D.  Flather,  $3,010;  Note  Teller  (lieseking, 
$28,000;  and  to  General  l^ookkeeper  Evans.  $11,039;  and  to  34  bookkeepers  and 
others.  $101,095. 
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A  closer  examination  of  Examiner  Reeves'  report  indicates  that  the  item  of  ''$101,- 
095  to  34  bookkeepers  and  others"  should  not  have  been  embraced  in  that  table,  and 
their  inclusion  there  was  through  error  in  transposing.  I,  therefore,  make  this  correc- 
tion. The  total  loans  to  officers  and  employees  as  of  May  27,  1906,  as  shown  by  the 
books,  should,  therefore,  be  $257,421  instead  of  $358,516.  The  national  bank  exam- 
iners' reports  on  the  Riggs  National  Bank  had  for  a  long  period  of  years,  shown  repeat- 
edly unusually  large  loans  made  to  its  officers,  directors  and  employees.  For  instance, 
At  the  examination  on  April  25, 1905,  a  year  prior  to  the  examination  above  referred  to, 
the  examiner  had  reported  th«  bank  as  lending  to  its  Ladies'  Teller,  whose  salary  was 
$1,800  per  annum,  $45,100;  to  its  Note  Teller,  salary  $2,000,  the  sum  of  $14,400;  to  its 
Exchange  Teller,  with  salary  of  $1,700,  loans  of  $17,807;  to  its  Receiving  Teller,  with 
a  $1,700  salary,  the  sum  of  $8,506;  and  to  its  Paying  Teller,  whose  salary  was  $2,000, 
the  bank  was-then  lending  $18,200. 

These  loans  to  inside  men — employees,  officers,  and  directors — increased  rather  than 
diminished  as  the  years  went  on.  On  May  15,  1913,  the  loans  to  the  insiders  (includ- 
ing over  $43,000  of "  dummy  "  loans  for  the  benefit  of  the  vice  president  and  the  cashier, 
though  not  recognized  as  such  by  the  examiner)  aggregated  over  $805,000,  as  evidenced 
by  the  reix)rt  of  Examiner  Hann,  whose  examination  was  so  extolled  by  Mr.  Hogan, 
and  whom  Mr.  Hogan  boastin^ly  declared  had  certified  in  his  report  that  the  books 
showed  the  bank's  real  condition.  That  statement  was  incorrect,  for  the  bank  hid 
effectually  concealed  from  the  examiner,  for  instance,  those  *' dummy'*  loans, 
which  were  at  that  very  time  in  the  bank,  though  the  examiner,  ignorant  of  their 
real  status,  had  not  shown  them  in  loans  to  officers.  Those  particular  *'dununy" 
loans  had  been  in  the  bank  for  several  years. 

Please  allow  me  to  take  advantage  of  this  opportunity  to  correct  the  misleading  and 
unwarranted  statement  made  before  your  committee  by  Mr.  F.  J.  Hogan  on  July  10, 
in  which  he  attempted  to  justify  or  palliate  the  irregular  stock  operations  of  the  Uiggs 
Bank  by  claiming  that  11  other  national  banks  in  the  District  of  Columbia  all  had 
*  *  similar  "  accounts  with  the  brokerage  firm  of  Lewis  Johnson  &  Co .  That  statement  is 
untrue  and  was,  I  believe,  made  for  the  purpose  of  misleading  your  committee.  The 
fact  is  that  no  other  national  bank  in  the  District,  as  far  as  the  records  of  this  office  go 
or  the  national-bank  examiners  have  ever  been  able  to  discover,  were  ever  conducting 
operations  with  the  firm  of  Lewis  Johnson  <&  Co.,  or  any  other  brokerage  firm, ''  similar  " 
to  those  carried  on  by  the  Riggs  Bank  with  that  firm.  This  record  contains  copies  of 
newspaper  advertisements  by  the  Riggs  Bank  relative  to  the  stock  business  it  was 
conducting,  and  1  do  not  believe  you  will  find  anyone,  unless  it  be  Mr.  Hogan,  so 
reckless  as  to  charge  the  cashier  of  any  other  bank  of  systematically  defrauduig  the 
bank's  customers  by  "bucketing"  the  orders  of  customers;  nor  do  I  believe  you  will 
find  that  any  other  Washington  national-bank  cashier  or  other  official  outside  of  the 
Rig^  Bank  was  speculating  with  Lewis  Johnson  &  Co.,  and  carrying  their  account  on 
thebroker's  books  under  an  alias  or  fictitious  name,  as  the  bank  examiners  inform  me 
was  done  by  the  cashier  of  that  bank. 

In  corroboration  of  these  statements  I  ask  yoiur  attention  to  the  following  letter, 
which  I  received  from  National  Bank  Examiner  Trimble  under  date  of  July  31,  1919: 

''Hon.  Comptroller  ok  the  Currency, 

Washington  J  D.  C. 

''Sir:  On  July  10,  on  page  131  of  the  hearings  before  the  Committee  on  Banking 
ajid  Currency,  Mr.  Frank  J.  Hogan  made  the  following  statement: 

' '  '  I  digress  to  tell  you  Senators  that  it  developed  in  me  sworn  testimonv  brought  out 
in  the  criminal  case  that  11  national  l)anks  in  the  District  of  Columbia  all  had  similar 
accounts  with  Lewis  Johnson  &  (?o .  That  does  not  mean  that  I  say  that  the  11  national 
banks  of  the  District  of  Columbia  were  either  buying  stocks  or  selling  stocks  or  specu- 
lating in  stocks.  1  mean  to  say  nothing  of  tha  land;  but  I  mean  to  say  that  anyoody 
with  any  intelligence  could  have  found  out  that  11  banks  had  stock  and  bond  accounts 
with  this  brokerage  house,  which,  prior  to  its  failure,  was  the  oldest  established  broker- 
age house  in  the  District  of  Columbia. * 
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''That  statement  was  wholly  misleading. 

*'  In  order  to  advise  you  of  the  facts  in  r^^ard  to  this  matter,  I  wish  to  say  that  I  have 
made  it  a  practice  in  all  of  my  examinations  to  inquire  particularly  as  to  ttie  method 
used  by  all  national  banks  in  the  i>urchase  and  sale  of  bonds  or  other  securities,  when- 
ever there  were  any  such  transactione. 

* '  When  it  was  discovered  that  the  Biggs  National  Bank  had  been  buying  and  aelling 
stocks  almost  daily,  and  on  occasions  many  times  daily,  often  in  large  amounts,  ever 
since  the  bank  was  chartered  as  a  national  bank,  I,  of  course,  made  closer  inquiry  into 
the  methods  used  by  other  national  banks  in  this  city  in  all  of  mjr  subsequent  examina- 
tions. The  violations  of  the  law  on  the  part  of  the  Riggs  National  Bank  impressed 
me  in  such  a  way  as  to  put  me  on  guard  and  cause  me  to  make  particular  investigation 
as  to  whether  or  not  other  national  banks  in  this  city  were  conducting  business  in  ths 
same  way.  B 

''I  have  time  and  again  examined  every  other  national  bank  here,  but  I  have  not 
found  in  any  of  my  examinations  of  the  other  national  banks  in  Washington,  D.  0., 
any  case  where  any  national  bank  in  this  city  participated  in  any  way  in  the  ecHnmis- 
sion  or  profits  or  losses  on  any  stock  bought  or  sold  for  customers,  nor  any  case  where  a 
national  bank  was  dealing  in  stocks  on  its  own  accoimt. 

''Some  of  the  other  national  banks  in  this  city  would  occasionally  transmit  orden 
ot  their  customers  for  the  purchase  or  sale  of  stocks  or  bonds;  and  in  the  ease  of  pur- 
chases the  funds  for  the  piurchase  would  generally  be  provided  by  the  customer  in 
advance  of  the  purchase.  In  the  case  of  sale,  the  stock  would  he  delivered  to  the  bank 
by  the  customer  with  instructions  to  have  the  same  sold  and  credit  the  entire  proceeds 
to  his  account;  but  no  other  national  bank  in  the  District,  as  far  as  I  have  been  able  to 
discover,  ever  carried  on  the  stock  business  in  the  irregular  and  unlawful  manner  so 
long  followed  by  the  Riggs  National  Bank,  nor  did  they  openly  or  secretly  conduct 
such  a  business. 

"Raspectfully, 

"James  Trimblb, 
"  National  Bank  Examiner.*' 

On  page  131  of  the  hearings  Mr.  Hogan,  in  referring  to  the  stock  1)usine8s  which  was 
being  carried  on  by  the  Riggs  Bank,  said: 

*'  Over  and  over  and  over  again  in  this  correspondence,  in  the  nine  months  preceding 
April  12,  1915,  the  comptroller  had  been  given  every  scintilla  of  evidence  regarding 
just  exactly  what  those  accounts  were." 

That  statement  is  also  disingenuous  and  misleading,  for  the  **  Bcintilla(s)  of  evidence  " 
furnished  by  the  bank's  officers  in  regard  to  those  accounts  were  contradictory  in  the 
extreme,  oftentimes  vague  and  frequently  directly  contradicted  by  facts.  The  recoid 
also  shows  that  the  officers  of  the  bank  flatly  refused  to  answer  questions  from  the 
comptroller  as  to  the  ownership  of  funds  carried  in  the  Glover  and  Fiather  and  Flather 
and  Flather  accounts,  representing  brokerages  and  commissions  collected  by  the  bank. 
On  this  very  point  the  Supreme  Court  of  the  District,  in  its  decision,  expressly  de- 
clared : 

''The  court  will  not  assume  that  under  those  circumstances  it  was  unreasonable  to 
call  for  an  expression  of  the  knowledge  and  belief  of  the  officers  of  the  bank  as  to  whom, 
between  the  bank  and  the  persons  named  as  depositors,  the  funds  really  belonged." 
(See  my  letter  to  you  of  August  12,  p.  16.) 

I  will  be  obliged  if  you  will  have  this  letter  printed  in  the  record  of  these  hearings. 
Respectfully, 

Jno.  Skelton  Williams, 

CompthoUer. 


A. 


Lewis  Johnson  &  Co., 

Bankers, 


January  1),  1913—11.20  a.  m. 


Sell  for  my  account  and  risk  in  New  York  100  Can  Com.    31. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


RiOGS. 
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B. 

Lewis  Johnson  &  Co.,  Bankers, 

Washingt(m,  D.  C,  119, 1913. 
BiBOS  National  Bank, 

I>«AR  Sir:  We  have  this  day,  for  your  account  and  risk,  sold  100  Can  C.  31. 

Lewis  Johnson  &  Co. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


C. 
No.  4167. 

Lewis  Johnson  <&  Co.,  Bankers, 
Washington f  D.  C,  January  9, 191S. 

Pay  to  the  order  of  Riggs  National  Bank  three  thousand  eig}ily-five  50/100  (13,085.50) 
dollars. 

Lewis  Johnson  &  Co. 
To  the  RioGs  National  Bank,  WaskingUm^  D.  C. 


D. 

No.  4132. 

Lewis  Johnson  &  Co.,  Banker.«), 
WaMngtanf  D.  C,  January  22,  1913. 

Fay  to  the  order  of  Riggs  National  Bank  Twenty-eight  hundred  eighty-five  fifty 
one-hundredths  ($2,885.50)  dollars. 

Lewis  Johnson  A  Co. 
To  the  Rioos  National  Bank,  Waskington,  D,  C. 


E. 

Lewis  Johnson  A  Co.,  Bankers, 
WaskingUm,  D.  C,  Janvjory  22, 1913. 
Rioos  National  Bank, 

Dear  Sir:  We  have  this  day,  for  your  account  and  risk.  Sold:  100  Can  com.  at 
29;  5  Gt.  Northern  rights  at  21. 

Lewis  Johnson  A  Co. 
Filed  May  21,  1915.    J.  R.  Young,  clerk. 


P. 

January  22, 1913.    10.16  a.  m. 
Lewis  Johnson  A  Co.,  Banktrg: 

Sell  for  my  account  and  risk  in  New  York  100  Can.    29. 

Rioos. 
Filed  May  21,  1915.    J.  R.  Young,  clerk. 


G. 

No.  4155. 


Lewis  Johnson  A  Co.,  Bankers, 
Washington,  D,  C.  Pebruary  6, 1913. 

Pay  to  the  order  of  Riggs  National  Bank  eighteen  hundred  and  seventy-three 
($1,873)  dollars. 
To  the  Riggs  National  Bank,  Washington,  D.  C. 

Lewis  Johnson  A  Co. 
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H. 

Lewis  Johnson  A  Co.,  Bankbrs, 
1505  Pennsylvania  Aykhxtk  NW., 
WaakmgUm,  D.  C,  February  4f  191S. 
The  Riqos  National  Bank: 

Dear  Sir:  We  have  this  day,  for  your  account  and  risk — 

Bought  100  7  B  at  18|;  5  United  S.  and  M.  Pfd.  at  49;  100  San  Foe  at  103j. 

Sold  100  I.  B.  at  18}. 

Lewis  Johnson  &  Co. 
PUed  May  21,  1915.    J.  R.  Young,  Clerk. 


February  4,  1913,  2.54  p.  m. 
Lewis  Johnson  &  Co.,  Bankers: 

Sell  for  my  account  and  risk  in  New  York  100  Int.  Com.    18}. 

Rioos. 
Filed  May  21,  1915.    J.  R.  Yoimg,  Clerk. 


J. 

Lewis  Johnson  &  Co.,  Bankers, 
1505  Pennsylvania  Avenue  NW,, 
Washingtony  D.  C,  January  11^  191S. 
RioGs  National  Bank. 

Dear  Sir:  We  have  this  day,  for  your  account  and  risk — 
Bought  21  General  Electric,  at  184},  503. 
Sold30A.T.  T.  C,  139}. 

Lewis  Johnson  &  Co. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


K. 

January  11,  1913. 
Lewis  Johnson  <&  Co.,  Bankers: 

Buy  for  my  account  and  risk  in  New  York  21  General  Electric.    184f . 

RlGOS. 

Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


LI. 

Lewis  Johnson  &  Co.,  Bankers, 
Washingtofij  D.  C,  November  29 ,  1911. 
No.  3766. 

Pay  to  the  order  of  Riggs  National  Bank  eighty-five  and  fifty-hundredtlis  ($85.50> 
dollars. 

Lewis  Johnson  &  Co. 
Lewis  Johnson,  Bankers,  November  25,  1911.     Paid.     Washington,  D.  C. 


L2. 

Ri^  National  Bank.    Prior  indorsements.    November  25,  1911.    Guaranteeing. 
Washington,  D.  C. 

Ml 

No.  3688.  Lewis  Johnson  &  Co.,  Bankers, 

Waskingtany  D.  C,  OcUihertJ,  1919. 

Pay  to  the  order  of  H.  H.  Flather,  one  hundred  and  thirty-five  50/100  ($135.50) 
dollars. 

Lewis  Johnson  A  Co. 

Levris  Johnson  &  Co.,  bankers.    October  29,  1911.    Paid.    Washington,  D.  0. 


:n^omination  of  john  skelton  welliams.  813 

M2. 

H.  H.  Flather.    The  Riggs  National  Bank.    Prior  indorsements.    October  28, 1911. 
Guaranteed.    Washington,  D.  C. 


Nl. 

No.  3893.  Lewis  Johnson  &  Co.,  Bankers, 

Waskin^toriy  D.  C,  January  f7, 1912. 

Pay  to  the  order  of  H.  H.  Flather  seven  hundred  forty-two  ($742)  dollars. 

Lewis  Johnson  &  Co. 

Lewis  Johnson  &  Co.,  Bankers.    January  29,  1912.    Paid.    Washington,  D.  C. 


N.  2. 


H.  H.  Flather.    The  Riggs  National  Bank,  prior  indorsements  January  29,  1912, 
guaranteed,  of  Washington,  D.  C. 

0. 

.  Lewis  Johnson  A  Co.,  Bankers, 

February  7, 1912. 
Sell  for  my  account  and  risk  in  New  York  100  U.  P.  164. 

Rioos. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


P. 

Lewis  Johnson  &  Co.,  Bankers, 
Washington,  D.  C,  February  7, 1912. 
The  RiGos  National  Bank. 

Dear  Sir:  We  have  this  day,  for  your«ccoimt  and  risk,  sold  100  Union  Pacific  164. 

Lewis  Johnson  A  Co. 

Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


Q. 

February  10,  1912. 
Lewis  Johnson  &  Co.,  Bankers: 

Buy  for  my  account  and  risk  in  New  York  100  U.  P.  163. 

RiOQS. 

Filed  May  21, 1915.    J.  R.  Young,  Clerk. 


Lewis  Johnson  &  Co.,  Bankers, 
Washington,  D.  C,  February  10,  1912. 
The  Riggs  National  Bank, 

City, 
Dear  Sir:  We  have  this  day,  for  your  account  and  risk,  bought  100  Un.  Pacific 
162}.    2,000  Kansas  City  Southern  56  Corepen  100^. 

Lewis  Johnson  d  Co. 
Filed  May  21, 1915.    J.  R.  Young,  clerk. 
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SI. 

Lewis  Johnson  A  Ck>.,  Bakkjibs, 
Washinffton,  D.  C,  February  10,  19 12. 

No.  3914. 

Pay  to  the  order  of  H.  H.  Flather  ninety-eight  ($98)  dollars. 

Lewis  Johnson  &  Co. 

Lewis  Johnson  &  Co.,  bankers.    Feb.  12,  1912.    Paid.    Washington,  D.  C. 


H.  H.  Flather.    (The  Rigra  Nati 
guaranteed.    Of  Washington,  D.  C. 


S2. 
National  Bank.    Prior  endorsement  Feb.  12,  1911 


T. 

FSBRUART   14,  1912. 

Lewis  Johnson  &  Co.,  Bankers: 

Sell  for  my  account  and  risk  in  New  York  100  U.  P.  165. 

Rioos. 
Filed  May  21,  1915.    J.  R.  Young,  clerk. 


U. 

Lewis  Johnson  A  Co.,  BANKBBa, 
Washington,  D.  C,  Febnupy  14^  191  f. 
The  Rioos  National  Bank: 

(Give  notice  to  Mr.  Cooke.) 

Dear  Sir:  We  have  this  day,  for  your  account  and  risk,  bought  100  Union  Pacific, 
164i.    Sold  100  Union  PaciEc,  165};  3  Calumet,  420. 

Lewis  Johnson  A  Co. 
Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


V. 

February  14,  1912,  11.45  a.  m. 
Lewis  Johnson  &  Co.,  Bankers: 

Buy  for  my  account  and  risk  in  New  York  100  U.  P.,  164J. 

Rioos. 

Filed  May  21,  1915.    J.  R.  Young,  Clerk. 


W» 

Lewis  Johnson  A  Co.,  Bankbrs, 
Waskingtonf  D.  C,  February  14^  191t. 

Pay  to  the  order  of  H.  H.  Flather  two  hundred  ten  fifty-himdredUis  ($210.50) 
dollars. 

Lewis  Johnson  A  Co. 

February  12,  1915.    Paid.    Lewis  Johnson  d  Co.,  Bankers,  Washington,  D.  C. 


W* 

H.    H.   Flather.    (February   15,   1912.    Prior  indorsements  guanuiteed.    Rigg^ 
National  Bank  of  Washington,  D.  C.) 
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February  15,  1912. 
Lewis  Johnson  &  Co., 

Bankers: 

Sell  for  my  account  and  risk  in  New  York  100  U.  P.  165 J. 

RiGQS. 

Filed  May  21,  1915.    J.  R.  Youngf,  clerk. 

Y. 

Lewis  Johnson  A  Co.,  Bankers, 

Waghingttmy  D,  C,  February  15,  191t, 

Dear  Sir:  We  have  this  day,  for  vour  account  and  risk,  sold  7  Calumet  420;  100 
U.  P.  162J. 

The  Rioos  National  Bank, 
(Give  to  Mr.  Cooke). 

Lewis  Johnson  &  Co. 
Filed  May  21, 1915.    J.  R.  Young,  clerk. 


Zl. 

Febnwry  16,  191t, 
Lewis  Johnson  &  Co.: 

Buy  for  my  account  and  risk  in  New  York  100  U.  P.  164}. 

RiOGS. 

Filed  May  21, 1915.    J.  R.  Young,  clerk. 


Z2. 
'"  Lewis  Johnson  &  Co., 

WcaihingUm,  D.  C,  February  16,  1912. 

Dear  Sir:  We  have  this  day,  for  your  account  and  risk,  bought  100  Union  Pacific 
164f ;  100  Union  Pacific  164. 
Sold  7  Calumet  425. 

The  RiGGS  National  Bank, 
(Give  notice  to  Mr.  Cooke). 

Lewis  Johnson  &  Co. 
Filed  May  21,  1915.    J.  R.  Young,  clerk. 


.Z3. 


No.  3920.  Lewis  Johnson  &  Co.  ,Bankers, 

Washington,  D.  C,  February  16,  1912. 

Pay  to  the  order  of  H.  H.  Flather  twenty-three  ($23)  dollars. 

Lewis  Johnson  &  Co. 

Lewis  Johnson  &  Co.,  bankers.    February  17,  1912.    Paid.    Washington,  D.  0. 


Z4. 

H.  U.  Flather. 

(The  Riggs  National  Bank.    Prior  indorsements.    February  17,  1912.    Guaranteed 
of  Washington,  D.  C.) 

(Whereupon,  at   10.33  o'clock  a.  m.,  the  committee  stood  ad- 
journed.) 

144986—19 52 


THUBSDAT,  SBPTBIEBBB  4,  1010. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

WashinfftoUy  D.  C, 

The  committee  met,  pursuant  to  adjourmnent,  at  10.25  o'clock  a.  m. 
in  the  committee  room,  Senate  Office  Building,  Senator  George  B. 
McLean  presiding. 

Present:  Senators  McLean  (chairman),  Newberry,  Henderson,  and 
Owens. 

Present  also:  Hon.  Louis  T.  McFadden;  Hon.  John  Skelton  Wil- 
liams, ComptroDer  of  the  Currency;  Mr.  Frank  J.  Hogan,  Mr.  Wade 
H.  Cooper,  Mr.  Jas.  Trimble,  and  others. 

The  committee  had  under  consideration  the  nomination  of  Mr. 
John  Skelton  Williams  as  Comptroller  of  the  Currency. 

The  Chairman.  Mr.  Williams,  you  may  proceed. 

STATEKEVT  OF  HOV.  JOHH  SKELTOV  WHUAKS,  COKPTROL- 

LER  OF  THE  CTTBREVCT. 

Mr.  Williams.  Mr.  Chairman  and  gentlemen,  at  yesterday's  meet- 
ing of  the  committee  the  witness  Hogan  stated  that  he  desired  to  be 
furnished  with  a  list  of  some  eight  or  nine  documents  and  reports. 
I  was  asked  whether  it  would  be  practicable  to  furnish  that  informa- 
tion, Mr.  Chairman,  and  I  stated  that  I  would  be  glad  to  take  the 
matter  up  with  the  Secretary  of  the  Treasury  after  the  list  of  the 
information  which  was  needed  should  be  submitted  to  me,  and  advise 
the  committee.  I  did  not  at  that  time  understand  that  the  desire  of 
the  witness  had  been  approved.  Yesterday  I  received  from  the  offi- 
cial stenographer  a  list  of  the  eight  or  nine  requests,  and  I  promptly 
sent  the  following  telegram: 

September  3,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currencif  Committee^ 

United  States  Senate. 

I  have  only  this  morning  received  from  the  official  stenographer  the  list  of  the  nine 
requests  for  reports  and  documents  which  Witness  Hogan  at  yesterdav's  meeting  of 
your  committee  said  he  desired  to  get  from  the  Treasury.  These  rekte  mainly  to 
confidential  information  concerning  the  national  banks  of  the  District  of  Columbia 
obtained  by  the  Comptroller  of  the  Currency  in  pursuance  of  his  official  duties.  I  am 
directed  bj^  the  Secretary  of  the  Treasury  to  say  that  he  does  not  feel  that  he  could 
with  propriety  authorize  the  revelation  of  such  confidential  information  upon  the 
request  of  a  witness  appearing  before  a  congressional  committee.  I  am  further  directed 
by  the  Secretary  to  say  that  if  the  committee  itself  desires  the  information  and  makes 
an  official  request  for  it  he  will  be  glad  to  give  such  request  prompt  and  careful 
consideration. 

John  Skelton  Williams, 
Comptroller  of  the  Currency. 
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About  half  past  4  yosterday  afternoon  I  rcH'eived  this  letter  from 

the  chairman  of  the  committee: 

September  3,  1919. 
Dear  Sir:  In  reply  to  your  telegram,  will  say  that  Mr.  Hogan's  request  for  informa- 
tion was  gn:ante(l  by  the  committee^  and  thereupon  became  a  request  of  the  committee. 
The  information  will  be  received  m  executive  fsession  and  treated  ae  confideiiliftl,  if 
desired. 

Yours,  sincerely, 

Geo.  p.  McLeax. 
Hon.  John  Skelton  Wiluams. 
Comptroller  of  the  Currenof^ 

Treasury  Depart tnentj  )Vashington,  D.  C. 

To  this  letter  I  made  the  following  reply: 

SEPTBIfBER   3,    1919. 

Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate. 

My  Dear  Senator:  I  have  your  letter  of  to-day  stating  in  reply  to  my  teleffiun 
that  Mr.  Hogan's  request  for  information  was  granted  by  the  committee,  and  t&er»- 
upon  became  a  request  of  the  C(Hnmittee;  and,  further,  that  the  infonnation  will  be 
received  in  executive  session  and  considered  as  confidential,  if  desired. 

Apparently,  Mr.  Ho^n  desires  that  the  information  requested  be  submitted  to  him. 
To  Quote  from  his  testimony: 

''1  request  that  there  be  brought  here  before  this  committee  for  my  use  the  national- 
bank  examiner's  reports  th^nselves.  '* 

He  also  states  that  he  does  not  suggest  that  thoee  reports  be  incorporated  in  the 
printed  record  of  the  heariugn  "for  the  obvious  and  exceedingly  fair  reason  that  they 
will  contain  data  of  a  confidential  character  referring  to  persons,  citizens  of  this  coun- 
try', having  no  relations  whatever  to  the  controversies  in  which  Mr.  Williams  has 
been  in  vol  veil." 

I  am  directed  by  the  Secretary  of  the  Treasury  to  state  that  he  is  entirely  willing 
for  me  to  present  to  the  committee  in  executive  session  any  official  reports  or  data  in 
the  possession  of  this  office  which  the  committee  desires  to  examine  in  confid^ioe, 
and  which,  with  propriety,  can  be  submitted  by  the  Treasury.  He  is  entirely  unwil- 
ling, however,  that  1  expose  to  Mr.  H(^n,  who  is  a  director  of  one  local  bank  and 
attorney  for  another  Washington  bank,  confidential  data  obtained  from  the  bankB 
generally  of  this  city  in  the  performance  of  my  official  duties.  Mr.  Hogan  is  undoubt- 
edly correct  in  the  view  that  this  information  of  a  confidential  character  should  not 
be  incorporateil  in  the  printed  record.  With  that  the  Treasury  agrees;  but  with 
the  further  statement  that,  for  the  same  reasom;  which  it  is  denied  to  the  public,  it 
should  be  denied  to  Mr.  Hogan. 

I  am  willing  to  go  even  ho  far  as  to  show  the  members  of  the  committee  my  pereonal 
diary,  to  which  Mr.  Hogan  alludes,  so  far  as  it  relates  to  the  Riggs  controversy,  possibly 
deleting  in  the  case  of  confidential  conferences  some  of  the  names  mentioned  therein. 
This  is  my  jversonal  property,  but  if  the  committee  is  interested  in  seeing  it  I  shall 
be  happy  to  comply  with  its  n^quest.  I  am  not  billing,  however,  to  hand  over  my 
j>er8onal  diary  to  Mr.  Hogan. 

I  shall  await  ad\ace  from  you  before  j)n)ceeiling  further  in  the  matter. 
Sincerely,  yours, 

John  Skelton  Williams, 
Comptroller  of  the  Currency, 

The  Chairman.  Mr.  Hogan,  in  his  orignial  statement,  claimed 
that  you  had  discriminated  against  the  Riggs  Bank  in  the  mamier 
of  your  examinations,  and  in  the  matter  oideposits,  Red  Cross  de- 
posits, and  other  matters.  In  your  reply  vou  introduced  some  of  the 
records  in  your  office  for  the  purpose  of  showing  that  Mr.  H(^an 
was  mistaken,  but  as  I  understand  it  you  did  not  make  a  compfete 
disclosure  of  your  examination  of  the  banks  in  Washington  during 
certain  yeai-s,  or  a  complete  disclosure  as  to  the  deposits  and  loans, 
I  believe,  to  some  Government  officials.  I  think  that  was  involved 
ill  the  hearing. 
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Now,  he  asks  that  you  give  to  the  committee  a  complete  record, 
as  indicated  by  his  request.  Isn't  it  possible,  Mr.  Williams,  for  you 
to  designate  the  banks  by  numbers,  and  prepare  a  statement  desig- 
nating the  banks  by  numbers  and  the  deposits  and  loans — indicate 
them  by  letters  of  the  alphabet,  so  that  it  can  be  put  into  the  public 
record  without  any  harm?  I  dislike  very  much  to  begin  now  with 
executive  sessions,  if  we  can  help  it.  If  there  is  any  way  you  can 
give  Mr.  Hogan  the  matter  that  would  properly  come  in  as  a  con- 
tradiction to  your  statement,  so  that  it  can  be  printed  in  the  record, 
I  hope  you  can  do  so. 

Mr.  Williams.  There  is  no  possible  opportunity,  Mr.  Chairman, 
and  never  will  be  for  him  to  truthfully  contradict  any  statement  that 
I  will  make.  I  shall  give  the  corroborative  evidence  to  the  committee 
as  fully  and  completely  as  they  desire  it. 

The  Chairman.  Let's  keep  on  the  track  now,  please.  Would  it  be 
possible  for  you  to  designate  the  banks  by  numbers,  and  the  loans 
and  deposits  by  letters  of  the  alphabet  in  some  way,  so  that  the  dis- 
closure will  not  in  any  wav  be  any  disadvantage  to  the  institutions 
involved? 

Mr.  Williams.  Now,  may  I  ask  once  more  precisely  what  it  is  that 
you  wish  ?  Is  it  a  list  of  the  Government  deposits  with  the  various 
banks  in  Washington  ? 

The  Chairman.  What  Mr.  Hogan's — ^Mr..  Hogan's  statement  is 
explicit. 

Mr.  Williams.  It  is  very  far — if  you  will  excuse  me,  Mr.  Chair- 
man— ^it  is  very  far  from  explicit,  so  far  as  disclosing  his  motives  in 
asking  for  these  particular  data.  I  should  be  very  glad,  indeed,  to 
know  what  it  is  that  he  expects  to  prove  from  these  reports,  which 
I,  as  I  have  said,  am  perfectly  willing  to  lay  before  the  committee; 
and  I  should  be  very  glad  to  assist  the  committee  in  any  way  that 
I  can  in  analyzing  the  matter. 

The  Chairman.  Now,  Mr.  Hogan,  can  you  inform  the  committee 
just  what  you  wish  to  prove  by  these  disclosures  ? 

Mr.  Hogan.  Mr.  Chairman,  may  I  first  sav  that  evidently,  through 
one  of  those  stenographic  mistakes  which  all  reporters,  even  the  best, 
make,  the  word  *'my  seems  to  be  used,  according  to  Mr.  Williams's 
quotation  from  the  proceedings  here  day  before  yesterday.  I  did  not 
ask  that  these  documents  be  submitted  to  me  for  my  use.  The  word 
I  used  was; — submit  the  documents  to  the  committeee  for  its  use. 

If  yon  will  refer  to  my  letters,  you  will  find  that;  and  I  distinctly 
said  so  here.  The  documents,  if  submitted  to  this  committee — not 
to  me,  I  do  not  want  them;  have  no  riffht  to  them — will  show,  first, 
that  at  the  time  when  Comptroller  Williams  was  criticizing,  and  to 
use  his  own  expression,  denouncing  the  Riggs  National  Bank  and  its 
offic/crs  for  the  sole — for  the  reason  that  tne  bank  officers  had  loans 
with  their  own  institutions,  that  that  could  not  have  been  his  reason, 
because  his  official  records  show  at  that  time  that  11  other  national 
banks  in  Washington  carried  loans  on  their  books  for  their  officers 
and  directors,  which  Mr.  Williams  never  criticized  or  denounced. 

Secondly,  those  records  will  show  that  at  the  time  when  Mr.  Wil- 
liams said  that  his  activities  against  the  Riggs  Bank  were  due  to  the 
fact  that  that  bank  was  short  in  its  reserve,  tnat  in  80  per  cent  of  the 
reports  made  during  a  period  of  three  years  to  the  comptroller,  both. 
by  the  bank  examiners  and  the  bank  itself  and  other  national  bankr 
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in  the  city  of  Washington  was  on  80  per  cent  of  those  occasions  short 
in  its  reserve,  short  after  the  Congress  of  the  United  States  had  re- 
duced the  amount  of  reserves  from  25  to  15  per  cent,  and  that  whik 
Mr.  Williams  was  hotmding  the  Riggs  National  Bank  on  the  now 
pretended  ground  that  it  had  been  short  in  its  reserves,  he  was  the 
mstnimentality  through  which  the  other  bank  short  in  its  reserve 
was  having  constantly  increasing  governmental  deposits. 

What  the  documents  and  reports,  if  submitted — not  Mr.  Williams's 
statement  of  them,  but  the  documents — ^if  submitted  to  the  committee, 
will  show  is  this: — Suppose  we  call  that  bank  No.  1  ? 

The  Chairman.  Why  can't  we  go  into  that  in  open  session? 

Mr.  HoGAX.  Why  you  could.     You  could  take  these  reports  here. 

The  Chairman.  What  harm  can  result  to  the  bank  or  to  any  of  its 
depositors  or  stockholders  ? 

Mr.  HoGAN.  I  don't  think  any,  Mr.  Chairman,  but  I  did  not  want 
the  suggestion  to  come  from  me  that  anvthing  should  be  made  public 
about  other  banks,  because  I  knew  if  1  had  made  that  suggestion, 
immediately  it  would  be  said  that  I  had  an  ulterior  motive  because 
of  my  connection  with  other  banks.  That's  all.  But,  Mr.  Chair- 
man, not  only  yourself,  but  members  of  the  committee,  regardloss 
of  their  political  affiliations,  showed  a  very  lively  interest  in  the 
question  whether  or  not  Mr.  Williams  and  those  under  his  direction 
had  reallv  been  active  participants  in  the  perpetrating  of  the  prosecu- 
tion of  Charles  C.  Glover  and  the  Messrs.  Flather  in  the  so-called 
perjury  case,  and  having  made  a  denial  that  he  participated  in  the 
bringing  about  of  crimmal  prosecutions,  Mr.  Williams  was  asked 
whether  or  not  it  wasn't  a  fact  that  the  witness,  upon  whose  testi- 
mony the  grand  jury  predicated  its  indictment,  included  the  bank 
examiners,  and  among  them  Mr.  Trimble;  and  then  Mr.  Williams 
stated  that  it  was  a  ffreat  and  serious  inconvenience  that  bank 
examiners  should  be  called  when  the  laws  had  been  violated  before 
grand  juries  of  Federal  comets;  very  oft^n  they  could  not  do  theff 
other  work ;  and  Mr.  Trimble  handed  to  him  a  subpoena  which  called 
Air.  Trimble  to  appear  before  the  district  attorney  on  September 
22,  1915,  and  a^ou  were  thereby  given  the  impression  that  the  only 
reason  why  Mr.  Williams's  chief  bank  examin<*r  in  the  District  of 
Cohimbia,  Mr.  Trimble,  was  at  all  participating  in  the  criminal 
prosecution,  was  because  he  was  subpoenaed,  whereas  in  truth  and 
m  fact,  from  May  22.  1915,  until  December,  1915,  Mr.  Trimble  lived 
almost  daily  in  the  Riggs  Bank,  reported  from  the  Riggs  Bank  to 
Comptroller  Williams  while  he  was  getting  data  for  this  alleged  per- 
iurv  cjiso,  and  then  to  the  district  attoniov's  office,  and  instead  of 
having  gone  to  the  district  attorney  in  September  only  on  subpoena, 
Mr.  Trimble  and  Mr.  Williams  knew  that  on  numerous  occ^ons  Mr. 
Trimble  was  at  the  District  Attomev's  office,  and  it  was  through  Mr. 
Willinms  and  Mr.  Trimble  that  the  t)*strict  Attorney  was  constantly 
being  advised  of  the  result  of  Mr.  Trimble's  digging  into  the  archives 
of  the  Riggs  Bank  in  order  to  get  something  to  hang  an  indictmeni 
on. 

Now.  having  produced  that  impression,  which  I  will  not  charac- 
terize, I  ask,  not  for  myself,  but  for  the  committee,  that  there  be 
brought  here  the  bank  examiner's  record  showing  what  Mr.  TVimble 
was  working  on  from  May  22  tmtil  December. 
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The  Chairman.  Now,  Mr.  Hogan,  we  are  not  getting  anywhere, 
:and  we  must  try  to  get  somewhere.  Let's  take  the  first  Question,  a 
statement  giving  the  dates  in  the  year  1916  on  which  eacn  national 
bank  in  the  city  of  Washington  was  subjected  to  examination  by  the 
national  bank  Examiners.  ^  indicated  bV  him.  Is  there  any  r^son 
wh]r  that  statement  should  not  be  presented  to  the  committee  in  open 
session  ?     I  am  reading  Mr.  Hogan's  first  request. 

Mr.  Williams.  I  wm  be  very  glad  to  lay  that  before  the  commit- 
tee now.     That's  1916,  Mr.  Chairman? 

The  Chairman.  1916.  Now  we  want  to  get  through  these  ques- 
tions, and  get  on  the  track.  At  the  bottom  of  the  page,  Mr.  Hogan 
said  that  you  suppressed  the  record  of  the  year  1916, 

Mr.  Williams.  That  was  untrue,  sir. 

The  Chairman.  Well,  then  that's  already  in  the  record,  is  it? 

Mr.  Williams.  I  now  present  it. 

The  Chairman.  Well,  is  it  already  in  the  record  ? 

Mr.  Williams.  1914  and  1915  were  the  reports  that  were  specially 
asked  for.     I  will  read  page  114  of  the  hearings. 

The  Chairman.  We  are  not  going  to  read  anything. 

Mr.  Williams.  I  want  to  show  that's  what  he  asked  for,  Mr.  Chair- 
man. 

The  Chairman.  We  are  going  through  this  list  of  questions. 

Mr.  Williams.  Here  is  the  statement  asked  for. 

The  Chairman.  Very  well.  With  that  record,  the  reports  of  the 
national  bank  examiners,  as  to  each  and  every  national  oank  in  the 
District  of  Columbia  made  to  him  in  the  year  1916. 

Mr.  Williams.  That  would  be  manifestly  unfair  to  the  banks  to 
lay  before  the  committee  in  open  session  the  reports  of  the  examiners 
as  to  the  twelve  or  fourteen  other  national  banks  of  the  city,  Mr. 
Hogan  being  a  director  in  one,  as  I  am  informed,  *and  attorney  for 
another. 

The  Chairman.  Well  then,  that's 

Mr.  Williams  (interrupting).  I  should  be  very  glad  to  lay  them 
before  the  committee,  however,  in  executive  session. 

The  Chairman.  Yes  [reading] : 

Second)  from  the  records  of  the  comptroller's  office- 
Mr.  Williams  (interrupting).  What  page  is  that,  Mr.  Chairman? 
The  Chairman.  The  pages  do  not  seem  to  be  numbered.    The 
pages  are  not  numbered. 
Mr.  Williams.  I  have  it. 
The  Chairman  (reading) : 

From  the  records  of  the  comptroller's  office,  which  records  contain  the  data,  I  ask 
that  he  be  called  upon  to  produce  a  list  showing  loans  to  officers,  directors,  and  em- 
ployees of  every  national  bank  in  the  city  of  Washington,  first,  at  the  time  of  the 
first  report  made  in  response  subsequent  to  July  1,  1914,  and  second,  at  the  time  of 
the  last  examination  of  a  national  bank  examiner  preceding  July  1,  1914. 

What  have  you  to  say  on  that? 

Mr.  Williams.  I  shall  be  very  glad  to  lay  that  before  the  com- 
mittee in  executive  session. 

The  Chairman.  Now,  couldn't  that  be  done  by  designating  the 
loan,  not  to  the  persons,  but  to  A,  B,  or  C,  and  let  it  go  into  the 
public  record  made  here?  It  is  going  to  be  a  very  difficult  matter 
to  disassociate  one  record  from  another. 
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Mr.  Williams.  Mr.  Chairman,  with  your  permission  I  will  en- 
deavor to  make  an  analysis  of  tnat  and  present  a  formal  statement 
which  may  go  into  the  public  record  after  you  have  had  an  oppor- 
tunity of  reading  the  full  statement. 

.    The  Chairman.  You  understand,  Mr.  Williams,  this  whcde  ques- 
tion may  come  up  in  the  open  Senate  ? 

Mr.  Williams.  As  I  say,  it  would  be  manifestly  luifair  to  the 
banks  to  have  the  whole  matter  before  the  whole  Senate  and  countrj. 

The  Chairman.  Then  I  suggest  this,  in  your  interest,  that  everr- 
thing  that  can  go  into  open  record  should  do  so. 

Mr.  Williams.  It  would  do  me  no  harm,  Mr.  Chairman,  but  it 
would  be  embarrassing  to  some  of  the  banks. 

The  Chairman.  Then  you  can  prepare  that  so  it  will  go  in. 

Mr.  Williams.  I  will  prepare  a  suggestion  along  those  lines  and 
see  if  it  meets  with  your  approval. 

The  Chairman.  *^Third  — ^Mr.  Hogan's  questions  are  so  eloquent 
and  long  that  I  don't  know  as  I  shall  include  it  all. 

Mr.  IioGAN.  Just  read  the  latter  part;  that's  all. 

The  Chairman.  But  vou  can  suggest  anything  that  I  omit  after 
I  finish,  Mr.  Hogan.  ^^Third,  I  ask  that  he  be  required  to  produce 
before  this  committee  the  diary" — that  is,  your  personal  diary — 
'*in  the  years  1915  and  1916,  particularly  with  reference  to  the 
entries  therein  on  the  subject  oi  the  Ri^s  Bank  and  its  officers, 
also  on  the  subject  of  the  Attorney  GenerSL"  etc. 
]  Mr.  Williams.  Mr.  Chairman.  I  have  already  answered  that  in 
my  letter  to  you  and  expressed  a  willingness  to  lay  it  before  the 
committee;  but  may  I  ask  through  what  undergroimd  and  sinister 
channels  the  witness  obtained  this  information — ^in  no  sense  an  ofiicial 
document  ? 

The  Chairman.  What  do  you  expect  to  prove  by  that.  Mr. 
Hogan  ? 

Mr.  Hogan.  That  Mr.  Williams  testified  untruthfuUv  before  a 
Senate  committee  of  the  United  States  when  he  said  he  took  no 
part  in  endeavoring  to  brin^  about  an  indictment  of  the  Riggs  Bank 
officers,  and  that  Mr.  Williams  testified  untruthfully,  as  the  diary 
entries  will  show,  when  he  said  that  his  actions  were  not  actuated 
by  personal  motives  against  the  officers  of  the  bank.  His  own  diary 
stisitement  regarding  himself  and  his  activities  will  be  a  sufficient 
disclosure  to  show  just  what  he  did  in  that  regard  and  what  the 
motives  were. 

The  Chairman.  Frankly,  I  am  rather  disinclined  to  go  into  that, 

Mr.  Hogan.  For  instance,  he  said  he  took  no  part  m  the  perjury 
case.     Now,  his  diary  will  show  the  contrary. 

Mr.  Williams,  That  statement  is  untrue,  Mr.  Chairman. 

The  Chairman.  I  do  not  know — if  you  have  no  objections  to  pre- 
senting that  diary  to  the  committee  in  executive  session,  why  we  will 
decide  then  as  to  how  far  the  committee  desires  to  go  into  it.  But  I 
would  like  to  hear  expressions  from  other  members  of  the  committee 
on  that  point.     Personally,  I  am  disinclined  to  call  for  Mr.  Williams's 

Eersonal  diary  unless  Mr,  Hogan  knows  just  what  he  expects  to  prove 
y  it.     I  have  avoided  fishing  in  this  hearing,  and  I  do  not  propose  to 
go  fishing. 

Mr.  Hogan.  I  have  no  interest  in  it,  Mr.  Chairman:  I  simply  sug- 
gest  that  was  a  means  oi  gelling 
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The  Chaibman  (interrupting).  Then  anything  that  Mr.  Williams 
wishes  to  volunteer  in  executive  session  the  cominittee  will  be  glad  to 
investigate,  but  further  than  that  I  do  not  feel  like  going. 

Mr.  Williams.  It  is  open  to  the  committee,  in  executive  session. 

The  Chaibman.  Well,  leVs  go  on.  Mr.  Hogan  goes  on  to  state: 
''That  diary,  as  I  am  informed,  was  in  part  in  the  shape  of  a  loose 
leaf— ^'     Yes? 

Mr.  Hogan.  Loose  leaf  typewritten. 

The  Chairman.  Yes,  I  see. 

Mr.  Williams.  Mr.  Chairman 

The  Chairman.  Mr.  Williams,  you  are  more  familiar  with  these 
questions  than  I  am.     If  you  can  find  the  fourth 

Mr.  Williams.  Well,  I  think  you  read  the  third.  The  next  one 
that  I  note  here  seems  to  be  that  there  be  produced  from  the  files  of 
the  comptroller's  office  a  copy  of  every  letter  sent  to  every  national 
bank  of  Washington,  Riggs  oi  course  excepted,  as  it  has  already  been 
produced,  criticising,  commenting  upon,  or  making  reference  to  letters 
to  officers,  directors,  or  employees,  or  either  of  these  classes,  written 
in  the  year  1914  or  1915.  Those  letters  are  here,  and  I  am  prepared 
to  give  them  to  the  committee  in  executive  session. 

The  Chairman.  Yes.    Well,  proceed  to  the  next  question. 

Mr.  Williams.  Next  [reading] : 

I  ask  that  there  be  produced  statements  from  the  official  records  of  the  comptroller's 
office  showing  on  what  work  James  Trimble,  national-bank  examiner,  was  engaged 
from  May  22  to  December  31,  1915,  both  dates  inclusive,  giving  the  duration  in  each 
instance  of  the  work  on  which  the  examiner  was  engaged,  together  with  data  showing 
what  assistants  the  national-bsmk  examiners  for  the  District  of  Columbia  had  during 
that  period,  and  on  what  work  those  assistants  were  engaged  during  that  period,  and 
the  duration  in  each  case. 

Very  glad  to  give  the  committee  whatever  it  wants  there  [continues 
reading:] 

Sixth,  that  there  be  produced  statements  from  the  official  records  from  the  comp- 
troller's office,  or  from  the  records  kept  by  National  Bank  Examiner  James  Trimble, 
showing  how  fre^quently  he  reported  to  the  United  States  attorney  for  the  District  of 
Columbia,  or  visited  the  office  of  the  United  States  attorney  for  the  District  of  Columbia, 
during  the  year  1915,  prior  to  September  22  of  that  year,  after  which  last-named  date 
there  was  spectacularly  jModuced  before  this  committee  a  subpoena  calling  upon  Mr. 
Trimble  to  visit  the  United  States  district  attorney's  office. 

I  shall  be  very  glad  to  furnish  such  information  as  Mr.  Trimble 
may  have  on  that  subject.     [Continues  reading:] 

Next,  I  ask  that  there  be  produced  from  the  official  records  lists  showing  the  nimiber 
of  national-bank  examiners  and  the  number  of  assistants  to  national-bank  examiners 
on  duty  in  Washington  during  the  years  1912-1918,  inclusive,  together  with  the  names 
and  titles. 

Very  pleased  to  furnish  it,  sir.     [Continues  reading:] 

Eighth,  that  there  be  produced  a  statement  from  the  official  records  of  the  office 
of  the  comptroller,  showing  the  total  amount  of  loans  to  officers,  directors,  and  em- 
ployees of  each  national  bank  in  Washington,  Riggs  excepted,  as  Riggs  is  already  in 
the  record,  at  the  time  examinations  were  made  by  the  national-^mk  examiners 
during  the  period  from  July  1,  1913,  to  December  31,  1916;  and  it  is  respectfully 
suggested  that  this  statement  Xye  verified,  by  the  production  of  the  original  reports 
of  the  national-bank  examiners  in  the  case  of  each  oank  examined  during  the  period 
mentioned. 

Very  glad  to  give  it  to  this  committee  in  executive  session. 
The  CSblaibman.  Well,  couldn't  that  be 
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Mr.  Williams  (interrupting).  The  statements  are  very  voluminous, 
Mr.  Chairman. 

The  Chairman.  Couldn't  that  be  satisfactorily  given  without  even 
disclosing  to  the  committee  in  executive  session  the  names  of  these 
officers  ? 

Mr.  Williams.  Well,  the  reports  contain  not  only  the  loans  to 
officers,  but  a  great  deal  of  tne  inside  confidentail  business  of  the 
banks,  and  state  more  or  less  criticism  here  and  there  in  connection 
with  which  letters  are  addressed  to  the  bank  as  a  rule. 

The  Chairman.  If  the  committee  got  the  number  of  officers  in 
the  bank,  without  desimating  the  names 

Mr.  HoGAN.  It  would  seem  to  me  that  would  give  the  committee 
information  from  which  the  inference,  I  say,  could  be  drawn. 
Again,  Mr.  Chairman,  I  have  no  interest  in  it;  1  think  the  committee 
should  have  the  information;  I  do  not  think  any  confidential  in- 
formation should  be  published,  of  course. 

Mr.  Williams.  May  I  say  this:  I  will  give  you  all  the  information 
that  you  ask  for  of  every  sort,  and  if  the  witness  desires  to  do  so,  I 
presume  he  is  competent  to  address  you  a  communication  suggestii^ 
that  you  give  special  attention  to  certain  particular  points  whkh 
he  may  want  to  emphasize,  if  he  desires  to  ao  so.  That  will  enable 
the  committee  to  get  anything  they  want  from  the  records,  I  imagine. 

The  Chairman.  Could  they  not  be  designated  by  number,  so  they 
could  be  made  public  ? 

Mr.  Williams.  The  reports  are  very  voluminous. 

The  Chaibman.  This  committee,  for  that  reason,  does  not  want  to 
go  into  that. 

Mr.  Williams.  Those  reports  can  not  be  made  public  withont 
doing  a  serious  injustive  to  the  banks. 

The  Chairman.  You  take  from  the  reports  all  letters  to  the  officers 
of  the  bank,  that's  the  point,  designating  them  by  numbers,  and 
compile  that  for  the  use  of  the  committee. 

Mr.  Wn.LiAMS.  In  order  that  we  may  get  somewhere  and  try  to 
clear  the  way  a  little,  may  I  ask  whether  some  such  statement  as 
this  would  be  in  order  ?  There  is  a  list,  a  statement  which  I  intend 
to  lajr  before  the  committee  in  executive  session,  but  because  the 
form  in  which  I  have  suggested  that  it  might  be  best  understood, 
the  names  of  the  officers,  the  president,  the  vice  president,  cashier, 
assistant  cashier,  tellers,  bookkeepers,  etc.,  and  a  column  showing 
the  loans  to  those  officers  in  the  respective  banks.  This  particular 
statement  which  I  have  here  is  for  the  examinations  of  1914.  It 
shows  total  loans,  1913 — that  was  the  first  one,  I  think,  that  was 
asked  for. 

The  Chairman.  1914  and  1915. 

Mr.  Williams.  1913,  1914,  and  1915.  I  think  they  were  called  for 
for  five  years,  if  I  remember  correctly. 

The  CSiAiBMAN.  If  it's  the  ninth  question 

Mr.  Williams.  From  1913  to  1916,  was  it  not,  from  July  1,  1913, 
to  December  31,  1916? 

The  Chairman.  Oh,  yes,  yes;  you  are  right;  you  are  right. 

Mr.  Williams.  I  will  begin  at  1913. 

The  Chaibman.  We  do  not  want  to  take  them  now. 


ISrO^aNATJOK  OF  JOHK  8KELT0N  WILUAMS.  826 

Mr,  Williams.  May  I  just  give  you  simply  the  head  lines,  tbtals 
for  all  national  banks  other  than  the  Riggs? 

The  Chairman.  No,  Mr.  Williams;  we  are  not  going  to  encumber 
the  record  with  that  now.  We  want  to  avoid  repetition  as  much 
as  we  can,  and  that  must  c^me  in  later. 

Mr.  Williams.  All  right. 

The  Chairman.  You  can  give  us  that  information,  but  I  suggest 
that  you  designate  the  banl^  by  numbers,  officers  by  letters  oi  the 
alphabet. 

Mr.  Williams.  Of  course. 

The  Chairman.  Even  in  executive  session. 

Mr.  Williams.  May  I  say  this,  Mr.  Chairman — there  is  a  little 
embarrassment,  because,  for  example,  we  may  say  there  is  a  bank, 
one  bank  only  in  the  city  of  Wasnington,  with  a  chairman  of  the 
board — the  only  one.  You  will  find  that  the  chairman  of  the  board 
is  borrowing  $100,000.  It  is  information  to  the  effect  that  it  is  the 
chairman  of  this  bank — we  will  call  it  the  First  National  Bank — 
making  that  loan.  If  there  is  one  bank  with  a  vice  president  and  no 
other  Dank  with  a  fourth  vice  president  that  is  Dorrowing,  say, 
$100,000,  it  is  easy  to  point  out  the  bank  whose  fourth  vice  president 
is  borrowing  the  $100,000.  I  simply  call  your  attention  to  that 
difficulty  in  the  situation. 

The  Chairman.  Well,  we  will  pass  on  to  the  next  question. 

Mr.  Williams.  Have  we  passed  the  eighth? 

The  Chairman.  (Reads  eighth  question  sotto  voce.) 

Mr.  Williams.  ^' Ninth.''  Shall  I  go  to  that? 

The  Chairman.  Yes. 

Mr.  Williams  (reading) : 

I  request  the  comptroller  be  required  to  produce  here  from  the  official  records  of 
the  comptroller's  office  a  copy  of  every  letter  sent  by  him  during  the  years  1914  and 
1915  to  any  of  the  banks  and  trust  companies  of  the  District  of  Columbia,  calling 
for  reports  from  their  directors  on  tne  subject  of  the  number  of  shares  of  stock  held 
by  tliem  unhypothicated  during  their  directorship.  This  request  may,  of  course, 
exclude  Riggs  National  Bank,  as  such  requests  sent  to  the  Ri^  National  Bank  are 
already  a  part  of  the  record. 

If  the  committee  desires  that  information  in  open  session,  I  am 
willing  to  give  it* 

The  Chairman.  Well — — 

Mr.  Williams.  I  am  willing,  i  state,  to  give  it. 

The  Chairman.  I  would  suggest  that  even  in  that  case  the  banks 
be  designated  by  numbers. 

Mr.  WiixiAMs.  All  right,  sir. 

The  Chairman.  I  dorrt  like  to  be  an  instrumentality  in  any  way 
of  making  public  those  things  unless  it  is  necessary,  and  I  don  t 
believe  it  is,  for  the  purpose  of  this  hearine. 

Mr.  Williams.  I  can  assure  you,  Mr.  Chairman,  that  there  is 
nothing  with  regard  to  the  banks  which  would  be  the  slightest  em- 
barrassment to  me  personally. 

The  Chairman.  Oh,  assuming  that,  it  might  involve  the  com- 
ments and  discussions  that  it  seems  to  me  might  best  be  avoided^  if 
possible,  in  public;  so  I  prefer  you  should  do  that  as  far  as  I  am 
concerned.  If  there  is  any  objection  to  that  course  on  the  part  of 
any  member  of  the  committee,  I  wish  they  would  state  it.  Pass  on 
to  the  next. 
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Mr.  Williams.  As  far  as  I  know,  Mr.  Chairman,  that  covers  the 
list  that  was  requested  yehterday. 

The  Chairman.  Now%  Mr.  Hogan,  have  we  omitted   anything^ 

Mr.  HoGAN.  Nothing  that  I  recall. 

The  Chairman.  Well,  have  you  any  suggestions  to  make  in  oppo- 
sition to  the  course  taken  by  the  committee  ?    ' 

Mr.  HoQAN.  None  whatever;  entirely  in  line  with  what  I  respect- 
fully suggested  to  the  (committee. 

Senator  Henderson.  Mr.  Chairman,  I  did  not  quite  catch  vbal 
you  said  in  connection  with  the  ([uestion  as  to  the  production  of  "Mr. 
Williams's  personal  diary.  What  were  your  comments  on  that  ?  I 
did  not  quite  catch  it. 

The  Chairman.  He  is  to  use  his  own  discretion  in  that  matter, 
in  executive  session.  If  there  is  anything  that  we  want — that  the 
committee  wants — ^I  understand  he  is  perfectly  willing  to  give  it  to 
us  in  executive  session. 

Senator  Henderson.  I  was  wondermg  if  it  was  a  diarv  that  wm 
kept  personally  in  connection  with  these  cases,  or  was  it  just  a  gen- 
eral (liary  from  day  to  day  ? 

The  Chairman.  Well,  Mr.  Williams  knows  now  what  Mr.  Hogan 
expects  to  prove  by  those  disclosures.  Now  it's  up  to  him  to  use 
his  judgment  in  the  matter. 

Senator  Henderson.  All  right. 

The  Chairman.  I  don't  feel  like  going  any  further. 

Mr.  Williams.  Mr.  Chariman,  as  this  question  of  my  diary  is 
imder  discussion  for  the  moment,  may  I  illustrate  the  question 
which  Senator  Henderson  has  just  aslced  by  readhig  one  or  two 
extracts  from  that  diary  to  show  you  the  cliaracter  of  the  memo- 
randa ? 

The  Chairman.  Certainly;  anything  you  wish  to  put  in  the  record. 

(Mr.  Williams  reads  extract  dated  May  21,  1917,  from  diary, 
which  later  was  ordered  stricken  from  the  record  by  aotion  of  tte 
committee.) 

The  Chairman.  Well,  of  course,  Mr.  Williams 

Mr.  Williams.  That  refers  to  the  Riggs  Bank  controversy.  It  was 
from  a  man  who  had  read  both  sides. 

Senator  Henderson.  Was  this  diar}^  kept  especially  with  reference 
to  the  banks  ^ 

The  Chairman.  That's  all  Mr.  Hogan  wants,  of  course. 

Mr.  Hogan.  I  tried  to  make  it  exceedingly  plain.  I  may  not  have 
done  so,  but  the  May  21,  1917,  entrv  in  tKis  loose-leaf  diary  shows 
what  I  wanted  for  the  other  years  which  I  indicated,  and  it  is  this: 
When  Mr.  Williams  was  endeavoring  to  have  these  men  indicted,  or 
in  any  manner  concerned  with  the  Riggs  Bank  or  its  oflB.cers,  he 
put  in  his  loose-leaf  diary  what  he  did  and  what  he  said,  with  the 
commendations  of  his  actions  during  1914-15  and  1916^  when  this 
prosecution  was  going  on.  That  would  be  very  erdightening,  and  the 
elaborate  excerpt  of  May  21 ,  1917,  just  read,  proves  conclusively  they 
must  be  there. 

Mr.  WiLiJAMs.  Mr.  Chairman,  I  will  say  this  volume  here,  and  the 
other  volume  which  I  have  available,  contain,  to  the  best  of  my  belief, 
all  the  memoranda  of  anv  kind  that  were  ever  in  these  diaries.  I 
have  never,  as  a  matter  of  fact,  read  the  diaries  over  completely  since 
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dictated,  as  it  is  my  habit  to  call  my  stenographer  to  dictate  a  brief 
memorandimi  to  be  filed  away. 

The  Chairman.  Mr.  Williams,  any  item  that  refers  to  the  Riggs 
Bank  prosecution  that  yom*  diary  contains  is  what  Mr.  Hogan  wante. 

Mr.  Williams.  This  is  one,  Mr.  Chairman;  I  would  hke  permnsion 
to  read  this  brief  one. 

The  Chairman.  Wait  a  minute,  because  you  see  we  are  losing'time, 
and  it  will  all  have  to  be  repeated  later  on,  and  I  want  to  save  time 
if  possible.  You  have  probably  a  number  of  them,  and  if  you  have 
everything  there  that  relates  to  the  Riggs  Bank  controversy,  that  you 
want  to  put  into  the  record,  that  complies  completely  with  Mr. 
Hogan's  request.  Now,  if  you  are  willing  that  those  should  go  into 
the  pubhc  record,  why  that  ends  this  dispute.  If  you  do  not  wish 
them  to  go  into  the  public  record,  we  will  take  them  in  executive 
session. 

Mr.  Williams.  May  I  read  this  one  that  refers  to  it? 

The  Chairman.  I  wish  you  would  ansWer  my  question  ? 

Senator  Henderson.  I  would  not  read  one  unless  you  are  willing 
to  read  all. 

The  Chairman.  I  beg  pardon  ? 

Senator  Henderson.  1  wouldn't  read  one  unless  you  are  willing 
to  read  all. 

Mr.  Williams.  All  I  have  are  here. 

The  Chairman.  I  think  it's  a  mistake  to  make  two  insertions  of  the 
diary  in  the  record.  If  you  are  willing  that  they  should  go  into  the 
public  record 

Mr.  Williams.  I  am  not  wiUing  that  my  entire  private  diary 
should  go  into  the  pubhc  record. 

The  Chairman.  We  are  not  asking  for  that,  but  simply  for  the 
items  that  apply  to  Mr.  Hogan's  question  that  while  this  controversy 
was  on  you  nad  communications  with  the  Department  of  Justice 
which  would  indicate  your  interest  in  the  matter. 

Mr.  Williams.  I  know  .of  no  such  records  whatsoever,  or  com- 
munications.    You  refer  to  the  perjury  trial  ? 

The  Chairman.  Well,  to  the  Kiggs  Bank  controversy. 

Mr.  Williams.  I  was  a  defendant  in  the  equity  case,  with  the 
Secretary  of  the  Treasury.  Of  course,  I  was  in  close  touch  with  the 
Department  of  Justice  in  conneotion  with  that  suit.  But  as  to  the 
perjury  case  I  had  nothing  whatever  to  do  with  it. 

The  Chairman.  And  there  are  no  entries  in  your  diary  with  regard 
toit«  - 

Mr.  Williams.  None  that  I  know  of.  As  I  say,  I  have  never  read 
it  through  since  dictating  my  memoranda,  but  I  have  glanced  over  it. 

The  CHAIRMAN.  Does  that  answer  your  question? 

Mr.  HoGAN.  No,  sir;  I  asked  that  now  something  has  been  put  in 
the  record  on  the  subject,  that  Mr.  Williams  be  requested,  if  the  com- 
mittee so  desires,  to  take  from  his  dairy  accurate  and  specific  state- 
ments made  there  in  the  years  1914-1915-1916,  relating  to  the  Riggs 
Bank,  its  officers,  or  any  of  them,  the  Department  of  Justice,  the 
Attorney  General,  and  the  District  Attorney.  The  inference  to  be 
drawn  from  that  will  be  for  the  conmiittee,  not  for  Mr.  Williams  or 
myself.     That  ought  to  be  supplied.     It's  loose  leaf. 

The  Chairman.  What  have  you  to  say  in  reply  to  that  i 
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Mr.  WiLLJAMS.  I  shall  be  very  glad  to  go  over  the  matter  with  the 
committee  in  executive  session,  Mr.  Chairman. 

Mr.  HooAX.  May  I  say  this,  Mr.  Chairman? 

The  Chairman.  Yes. 

Mr.  HooAN.  I  personally  have  no  right  to  object  to  any  courae  of 
procedure,  nor  would  I  dare  to  do  so,  but  I  do  not  think  that  ve 
should  have  one  seJected  commendation  put  in  open  session,  and  the 
other  thingis,  which  will  show  what  I  say  they  will  show,  put  in  eaum^ 
tive  session. 

The  Chairman.  That  is  true,  but  the  committee  will  take  care  d 
that,  Mr.  Hogan;  but  I  do  not  feel  like  asking  Mr.  WUliams  to  put 
any  extracts  from  his  personal  diary  into  the  public  record,  nor  do  I 
feel  like  asking  him  to  disclose  anything  in  executive  session  unless 
it  directly  relates  to  this  controversy. 

Mr.  HooAN.  That's  all  I  ask.  If  his  personal  diary  shows  pereonal 
matters,  then  it  ought  to  be  known  to  the  Senate  of  t^e  United  States. 
That  is  simply  the  view  of  this  citizen,  which  I  surest  respectfullj. 

Mr.  Henderson.  Mr.  Chairman,  of  course,  there  is  a  rule  of  evi- 
dence which,  if  we  go  into  one  part  of  a  subject,  the  other  side  '» 
entitled  to  go  into  the  whole  subject.  I  think  in  fairness  to  all  sides. 
Mr.  Williams  should  have  the  right  to  look  over  the  diary,  and  see 
if  there  is  anything  in  there  pertinent  to  the  subject  matter  before  us, 
and  it  would  be  well  for  Mr.  Williams  to  witndraw  the  statement 
that  he  has  just  made,  reading  from  that  diary,  so  nothing  will  appear 
in  this  record  with  reference  to  that. 

The  Chairman.  I  think  that's  a  good  suggestion,  and  we  will 
strike  that  memorandimi  from  his  private  diary  from  the  record. 
Now,  then,  Mr.  Williams,  I  wish  you  would  look  over  that  diary 
carefully,  and  at  the  next  meeting  you  can  state  to  the  conmaittee 
just  what  you  are  willing  to  do. 

Mr.  Williams.  I  state  now  that  I  am  willing  to  go  over  it  with 
the  committee  in  executive  session,  Mr.  Chairman,  if  they  wish  it. 

The  Chairman.  Well,  if  they  relate  to  this  controversy  with  the 
Riggs  Bank,  you  see,  Mr.  Hogan  has  insisted  that  you  discriminated 
against  the  bank. 

Mr.  Williams.  I  have  proved  the  contrary,  Mr.  Chairman. 

The  Chairman.  Well,  and  you  introduced  a  great  many  records 
which  you  claim  disprove  his  statement — ^his  original  statement. 
Now,  he  says  there  are  items  in  this  diary  which  will  substantiate  his 
original  statement,  and  my  impression  is  if  there  are  any  such  items 
in  your  diary  thev  could  go  into  the  public  record  in  your  interest, 
because,  if  this  thing  comes  up  in  open  Senate,  you  will  see  the 
effect  it  will  have  if  the  committee  have  information  which  they  C4in 
not  disclose  to  the  wSenatc;  and  I  wish  you  would  consider  that. 

Mr.  Williams.  Well,  I  don't  see 

The  (Chairman.  Tlie  advisability  of  giving  the  committee  and 
putting  into  the  open  record  any  memoranda  which  you  have  in 
your  private  diary  directly  connected  with  the  Riggs  Bank  con- 
troversy tending  to  substantiate  or  contradict  the  statement  made 
by  Mr.  Hogan. 

Senator  Henderson.  On  what  authority  is  the  statement  made  by 
Mr.  Hogan  that  Mr.  Williams's  private  diary  contained  certain 
matters  and  things  ?  Has  he  read  that  diary,  or  had  some  one  read 
it  over? 
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The  CHAraMAN,  Mr.  Ho^an  can  state  his  reason  for  requestmg 
the  diary.     He  has  stated  tnem,  but  he  can  restate    them. 

Senator  Henderson.  I  understand  they  are  in  writing  there — 
the  questions  submitted  ? 

Mr.  HooAN.  Yes. 

The  Chairman.  Senator  Henderson  has  not  been  here. 

Mr.  Williams.  No,  Mr.  Chairm&i;  as  I  imderstood  the  Senator,  he 
asked  why  the  witness  makes  the  statement  as  to  matters  contained 
in  my  personal  diary  ?    Has  he  read  it  ? 

Senator  Henderson.  No;  I  understood  the  chairman  to  read  from 
the  questions  submitted  by  Mr.  Ho^an  that  he  had  been  informed^ 
and  the  request  is  made  on  information  and  belief. 

Senator  Owen.  I  was  askine  what  information  he  had  with  re- 
gard to  the  private  diary  of  Mr.  Williams;  what  that  information 
IB  and  from  what  source  derived. 

Mr.  Williams.  I  should  like  to  have  that  answered. 

The  Chairman.  Well,  I  don't  know  that  Mr.  Hogan  ought  to  be 
expected  to  give  the  source  of  his  information. 

oenator  Owen.  I  do  not  care  whether  he  gives  it  or  not;  I  am  ask- 
ingthe  question. 

The  Chairman.  He  says  he  has  such  information. 

Senator  Owen.  I  asked  where  he  gets  his  information. 

Senator  Henderson.  For  the  benefit  of  the  Senator,  I  would  state 
that  it  was  left  with  Mr.  Williams  whether  he  cares  to  submit  it 
or  not. 

Senator  Owen.  I  make  the  inquiry  and  I  wish  a  definite  refusal  of 
it — ^what  the  information  is  and  where  he  got  it. 

Mr.  Hogan.  Mr.  Chairman,  I  have  no  objection  to  answering.  I 
never  dodged  a  question  in  my  life,  and  wiU  not  do  so  now.  Senator 
Owen,  some  disloyal,  confidential  employee  of  Mr,  Williams,  whose 
name  personally  is  utterly  unknown  to  me,  in  the  year  1916  endeav- 
ored to  offer  to  officials  and  attorneys  of  the  Ri^s  National  Bank 
carbon  copies  of  loose-leaf  diary  entries  made  by  jHr.  Williams  with 
respect  to  Mr.  William's  activities  with  regard  to  the  Riggs  National 
Bank.  The  offer,  if  it  could  be  so  termed,  was  of  course  spumed  with 
contempt  and  not  accepted.  That  is  the  way,  and  it  was  reported  to 
me  that  Mr.  Williams  at  that  time  was  keeping  a  loose-leaf  type- 
written diarv  of  his  activities  toward  the  Riggs  Bank  and  its  officers, 
and  upon  tnat  basis  wanted  to  know  what  his  personal  activities 
were  as  narrated  by  himself  contemporaneously.  I  ask  this  com- 
mittee to  ascertain  what  the  facts  were. 

Senator  Henderson.  Is  that  disloyal  employee  still  there  ? 

Mr.  Hogan.  I  do  not  know,  sir.  It  was  mdicated  to  me,  the  fact 
that  even  those  near  the  man  were  not  loyal,  and  we  had  nothing,  of 
course,  to  do  with  it.  If  he  had  submitted  the  diary  to  us  we  would 
not  have  perused  it. 

Senator  Henderson.  If  he  is  still  there,  Mr.  Williams  should 
know  it. 

Senator  Ow^en.  Then  I  wish  to  make  this  observation,  that  this  al- 
leged information  of  the  contents  of  the  private  diary  of  Mr.  Wil- 
liams came  from  a  person  confessedly  guuty  of  treachery  and  dis- 
loyalty, and  the  evidence  which  he  pretended  to  be  willing  to  oflfer 
was  not  offered  in  fact.    That's  all  I  care  to  say. 

Mr.  HooAN.  Senator  Owen,  may  I  have  only  a  minute  ? 
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The  Chairman.  Certainlj. 

Mr.  HooAN.  At  the  hearings  of  the  committee  at  which  you  wen 
not  present,  it  was  stated  that  Mr.  Williams's  activities  with  respect 
to  tne  Rig^  Bank  were  not  inspired  by  official  desire  to  fedorm 
public  service,  but  were  personal  and  were  based  upon  personal  ani- 
mosities. As  a  lawyer,  it  occurs  to  me  that  the  bc^t  proof  of  whether 
that  is  true  is  that  wliich  is  contaJHed  in  the  personal  writings  of  the 
one  against  whom  the  charge  is  made.  The  courts  have  said,  and  yoi 
know  it  better  than  I  do,  that  the  source  of  evidence  is  entirely  un- 
important, if  the  evidence  itself  is  credited;  and  I  say,  and  I  only 
submit  it  to  the  committee,  because  I  have  absolutely  no  interest  in 
it,  that  in  view  of  the  statement  which  was  made,  ana  Mr.  Williams's 
personal  animus  in  the  conduct  of  public  office,  and  in  view  of  the 
disclaimers  made,  it  would  enlighten  this  committee  to  have  before 
it  what  he  personally  wrote  on  the  subject  contemporaneously.  Now, 
that's  all  I  have  to  say  on  the  subject, 
l^  Mr.  Williams.  Mr.  Chairman 

Senator  Owen.  I  recall  when  this  committee  first  assembled  in 
1913,  officials  of  the  Riggs  Bank  made  a  very  lively  attack  on  Ifr. 
Williams,  which  this  committee  heard,  and  conducted  was  not  weD 
founded. 

Mr.  HooAN.  That's  right.  Senator  Owen. 

Senator  Owen.  So  there  might  be  some  personal  feeling  on  thcnr 
part,  and  it  would  not  be  unnatural  if  Mr.  WiUiams  shoula  resent  it 

Mr.  HoGAN.  I  am  glad  you  recalled  it.  Senator  Owen,  because  I 
recall  it  in  the  record,  when  you  were  absent.  I  am  glacl  you  refer 
to  it  as  a  * 'lively  attack."  You  will  further  recall,  Senator  Owen, 
that  the  only  lively  attacks  made  on  Mr.  WUliams  at  the  1913  hea^ 
in^  were  by  two  officers  of  the  Riggs  Bank,  and  as  a  result  of  that 

*  lively  attack"  the  Riggs  Bank  smiered  this  two  years  of  persecu- 
tion which  I  have  heretofore  incorporated  in  this  record.  It  was 
the  result  of  what  you  called  attention  to  that  the  public  office  was 
used  to  resent  what  you  have  described  so  aptly  as  a  *' lively  attack." 

Senator  Owen.  Well,  you  speak  of  it  as  a  result,  but  the  result 
as  I  recall  it  shows  that  the  examiners  of  the  Office  of  the  Comptroller 
of  Currency,  long  before  Mr.  Williams  came  into  the  service  of  the 
Government  of  the  United  States,  had  made  repeated  efforts  to  pur- 
suade  the  Riggs  National  Bank  officers  to  refrain  from  doing  the 
things  which  were  contrary  to  the  rules  and  regulations  of  the  comp- 
troller's office,  and  as  I  understand  it,  contrary  to  the  national 
bank  act. 

Mr.  HooAN.  I  have,  of  course,  no  right  to  debate  the  question  with 
the  Senator. 

Senator  Owen.  I  am  not  proposing  to  debate  it;  I  am  simplv  an- 
swering the  suggestion  which  you  made,  that   the  result  of  tWs 

*  lively  attack''  was,  in  Mr.  Williams's  subsequent  conduct,  when 
the  fact  appears  from  the  records,  if  I  understand  it,  that  the  ex- 
aminers had  been  for  years  tr>'ing  to  pursuade  the  Riggs  National 
Bank  not  to  do  certain  things. 

Mr.  HoGAN.  The  Senator,  when  he  examines  the  records,  will  find 
there  could  have  been  no  possible  relation  to  any  bank,  and  that 
none  of  the  criticisms  of  bank  examiners  which  the  Senator  refers 
to  at  any  date  anywhere  nearly  approximated  the  activities  of  Ifr. 
WiUiams,    However,  the  record,  of  which  the  Senator,   with  so 
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many  other  things  to  attend  to,  has  not  read  in  full  yet,  will  un- 
doubtedly disclose  t^  the  Senator's  mind,  as  to  any  fair  mind — 
and  I  know  Senator  Owen's  can  correctly  be  described  as  such — that 
the  charges  that  we  inake  that  there  was  absolutely  no  reference  be- 
tween the  two  things  is  so  abundantly  proved  that  they  amount  to  a 
mathematical  demonstration. 

The  Chairman.  The  question  now  is,  whether  these  extracts  from 
the  diary  should  go  into  tixe  public  record,  or  be  considered  by  the 
committee  in  confidence.  I  underatand  Mr.  Williams  has  no  objec- 
tion to  giving  them  to  the  conunittee  in  executive  session.  Am  I 
right,  Mr.  Williams? 

Mr.  Williams.  My  letter  states  my  position  very  explicitly. 

The  Chairman.  And  if  you  adhere  to  that  view,  why,  that  ends  that 
subject.  If  you  decide  that  you  prefer  to  have  them  go  into  the 
public  record 

Mr.  Williams  (interrupting).  I  should  be  glad  to  discuss  with  the 
committee,  Mr.  Chairman,  the  propriety  of  putting  into  the  public 
record  such  portions  as  may  seem  proper  to  go  in,  or  as  bear  on  the 
subject. 

The  Chairman.  Now,  Mr.  Hogan,  are  you  ready  to  go  on  this 
morning  with  your  reply,  or  do  you  first  wish  to^ 

Mr.  Hogan  (interrupting).  No,  I  do  not  first  wish  to,  because,  as  I 
said  before 

The  Chairman  (continuing).  Examine  the  records  that  Mr.  Wil- 
liams is  willing  to  put  in  ? 

Mr.  Hogan.  No,  1  want  the  committee  to  do  that.  I  don't  care  to. 
There  is  only  one  thing  I  should  like  to  have — the  list  of  examinations 
made  of  national  banks  in  Washington  in  1916. 

The  Chairman.  I  would  suggest  mat  we  will  have  to  close  the  hear- 
ing at  a  quarter  to  12  to-day.  If  you  will  look  that  over  and  be 
prepared  oy  to-morrow  morning  at  10  o'clock  to  proceed  with  your 
statement. 

Mr.  Hogan.  May  I  make  a  suggestion?  I  notice  National  Bank 
Examiner  Mr.  James  Trimble  is  in  the  room. 

Mr.  Williams.  Mr.  Chairman,  there  is  one  statement  I  wish  to 
make  in  connection  with  this  before  the  witness  takes  the  stand. 

Mr.  Hogan.  Let  me  finish. 

The  Chairman.  Let  Mr.  Hogan  finish. 

Mr.  Hogan.  I  would  like,  if  Mr.  Trimble  is  in  the  room,  for  him  to 
make  a  statement  if  ho  cares  to  do  so,  with  r^pect  to  a  visit  made  by 
him  on  a  Sunday  to  the  Department  of  Justice  in  the  year  1915,  at 
the  request  of  Mr.  Williams,  when  he  appeared  "before  the  Attorney 
General  in  regard  to  evidence  Mr.  Williams  was  having  him  seek, 
with  reference  to  Riggs  Bank  officers,  if  Mr.  Trimble  recalls  it. 

Mr.  Trimble.  Mr.  Chairman  and  gentlemen,  I  never  made  a  visit 
in  connection  with  the  Riggs  Bank  to  the  Attorney  General  or  anv 
assistant  attorney  general  on  Sunday  or  any  other  day  of  any  week 
in  my  life. 

Mr.  Hogan.  You  understand  that  included  the  district  attorney? 

Mr.  Trimble.  Yes. 

Mr.  Hogan.  On  any  date  in  a  week  in  your  life  ? 

Mr.  Trimble.  No,  on  any  date;  I  never  visited  the  Attorney  Gen- 
eral's office  in  my  life  when  I  got  to  see  the  Attorney  General.     I 
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went  to  the  Attorney  Generars  office  perhaps  a  year  ajgo  in  regard  to 
another  case  under  the  direction  of  the  Comptroller  of  the  OluTencr 
to  get  some  information  in  regard  to  another  case,  as  to  what  was 
being  done  with  it.  I  did  not  see  the  Attorney  General  or  any  assist- 
ant.    I  saw  Mr.  Bruce  Bielaski. 

The  Chairman.  You  are  talking  about  something  happening  a 
year  ago? 

Mr.  Trimble.  A  year  ago,  in  regard  to  another  case  entirely,  in 
that  district. 

The  Chairman.  You  need  not  take  up  the  time  of  the  committer 
with  that. 

Mr.  Williams.  May  I  make  a  little  statement  here  in  r^ard  to 
the  examinations  which  Mr.  Hogan  has  spoken  of  for  1916?  On  page 
114  Mr.  Hogan  saj's: 

The  law  rcMiuiroB  that  there  shall  l>e  at  least  two  national-baiik  oxamiiiatioDs  of 
every  national  l)ank  a  year.  In  the  entire  year,  1915,  except  the  Riggs  National 
Bank  no  national  bank  in  the  District  of  Cofumbia  received  the  examinationa  that 
the  law  re(iuire<l.  The  primaty  thing  for  the  safety  of  depositora  and  stockholdeff 
was  ignorea.  The  reports  made  by  the  banks  theinselves  is  the  secondary  thing  by 
which  the  bank's  condition  may  be  ascertained.  It  is  the  examiners  witii  their  as- 
sistants, unannounced,  the  date  of  their  coming  not  known,  walking  into  the  l«iik 
and  sealing  i|p  things,  and  examining-  That  is  the  big  safeguard  of  depositrTB.  Why 
were  the  national  l>ankB  of  the  District  of  ('olumbia,  10  of  ^hem,  ouiciae  of  Riggs,  not 
given  the  reiuired  examinations  in  1915?  And  I  think  I  could  almoet  say  t&tt<>' 
of  1914,  to  a  large  extent.  I  will  show  you  the  dates  in  a  little  while.  Because  tbr 
national-))ank  examiner  and  his  assistants  were  placed  in  the  Riggs  National  Hank, 
kept  there  day  in  and  day  out,  kept  there  digging  into  the  archives  of  the  liank  to  find 
out  something  with  respect  to  the  officers'  personal  conduct  20  years  before  the  time 
they  were  making  the  examination.    That  is  the  reason  why. 

Senator  IIkndekson.  WTiat  I  wantxjd  to  know  is:  In  the  reports  made  by  the  lank 
to  the  Comptroller  of  the  Currency  were  these  facts  relative  to  duinmicci,  *a8  referred 
to  here,  given? 

Mr.  Ho(;.\N.  Yiw,  sir. 

Senator  Hkndeuhon.  I  understand,  then,  from  your  testimony,  that  the  Xeviu5 
case  was  reported  by  the  bank,  as  you  practically  explained  it? 

Mr.  IlfXJAN.  Yes,  sir;  and  that  wlien  he  wrote  his  letter  of  January  22,  1915,  askin? 
for  those  facts,  he  had  this  thing,  because  this  is  an  exhibit  which  emanated  fri^n  him. 
and  he  had  it,  as  shown  in  his  correspondem'e. 

Incidoiitally,  I  will  state  tluit  the  reports  by  the  bank  examiner? 
did  not  disclose  the  dummy  loans.  They  were  ascertained  after 
investigation  and  oral  examination  of  the  officers  themselves,  but 
that's  incidental ;  the  statement  I  want  to  emphasize  is  that  the  record 
called  for  by  Mr.  Hogan  was  for  1914  and  1915,  primarily.  On  the 
next  page,  195  [reading]: 

The  Cn.viuMAN.  Mr.  llo^n,  you  stated  that  the  (»ther  national  hanks  were  n-'i 
examined  during  the  year  1015. 
Mr.  IIofjAN'.  To  my  understanding,  1  said. 

The  record  shows  that  that  statement  was  also  incomn^t. 
Now  1  will  turn  to  page  144  [reading]: 

The  Chairman.  What  vou  are  testifying  to  now,  I  suppose,  is  a  niatter  of  recurd" 

Mr.  HooAN'.  Yes:  all  tliese  things  are  matters  of  record- 

In  the  y(»ar  191t)  the  Federal  National  Hank,  in  this  city,  in  violation  of  the  law 
which  the  comptroller  was  swcrn  to  enforce,  was  subjected  to  a  bank  examination 
but  once,  and  tnat  examination  was  October,  1910,  ending  on  Octol>er  2.  A  splen- 
did tinancial  institution  is  that  bank,  but  what  have  you  Senators  to  eay  when  a  man 
comes  in  here  and  swears  t^  perform  the  duties  of  his  office,  in  the  face  of  that  re- 
quirement of  the  Revised  Statutes,  but  the  comptroller  here^  right  in  the  citv  when 
he  IB  ufdng  his  bank  examiuerB  as  he  used  them  against  the  Riggs  Bank  does  not  have 
the  Federal  National  Bank,  a  \i\ocV  a^a^  Vtc^m  v\i^  Tteasury,  examined  at  all  from 
Afarch,  1915,  until  October,  V\>W»  a^\A\  \c^\\  v'^^sa»^AV^^^^a^^:\^^^S^at  ^aseed  Iw^ 
twecn  those  examinationa. 
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Now,  Mr.  Chairman  and  gentlemen,  that  is  simply  anotlier  instance 
of  the  willful  misstatements  of  this  witness.  There  is  no  foundation 
whatsoever  for  that  utternace  of  his.  There  were  two  examinations 
for  1916,  two  examinations  required  by  law,  one  March  9,  1916,  and 
the  other  October  2,  1916.  I  produce  them  here  for  the  use  of  the 
committee  in  executive  session.  I  simply  call  attention  to  that  in 
passing  as  a  simple,  a  minor  illustration  of  his  utter  disregard  and 
recklessness  of  facts  in  his  endeavors  to  attack  the  comptroller's 
office. 

I  now  submit,  Mr.  Chairman,  a  list  of  the  examinations  made  by 
the  comptroller's  office  of  the  national  banks  of  the  District  for  the 
year  1916. 

The  Chairman.  Now,  Mr.  Hogan,  are  there  any  records  which 
Mr.  Williams  has  introduced,  or  will  there  be  records  which  he  has 

Eromised  to  furnish  the  committee  which  you  wish  to  examine 
efore  you  make  your  statement  ? 

Mr.  HoGAN.  Only  the  one  that  has  just  been  handed  to  you. 

The  Chairhan.  This  one  [indicating]  ? 

Mr.  HooAN.  Yes,  sir;  and  I  think  I  can  look  at  that  now  with 
your  permission. 

Mr.  Williams.  Mr.  Chairman,  while  speaking  of  the  examinations 
for  1914,  1915,  and  1916,  I  have  answered — ^1  have  explained  why 
it  was  not  practicable  to  examine  all  of  the  banks  twice,  immediately 
after  the  passage  of  the  act. 

The  Celaibman.  Yes;  you  have  gone  into  that  matter. 

Mr.  Williams.  And  how  it  became  necessary  for  us  to  enlai*ge  the 
force  of  examiners,  how  it  was  necessary  to  concentrate  upon  cer- 
tain banks  in  bad  condition  and  get  them  m  clean  condition,  and  have 
the  necessary  reforms  put  into  effect.  To  prove — to  show,  illustrate 
the  efficacy  of  the  examination^  by  the  comptroller's  office,  that  they 
have  measured  up,  I  think,  pretty  close  to  100  per  cent;  I  remind  you 
of  the  fact  that  from  the  1st  of  January,  1918,  until  the  latter  part  of 
last  month  there  were  only  two  national  bank  failures  in  the  entire 
country,  an  average  of  about  one  every  10  months.  I  call  your  atten- 
tion to  the  fact  that  that  record  is  20  times — ^approximately  20  times 
better,  nearly  2,000  per  cent  better  than  the  record  for  immunity 
from  failure  of  the  national  banks  in  the  25  years  i)receding  the 
administration  of  the  present  comptroller.  Now,  I  think  that  is  a 
complete  answer,  a  very  effective  answer,  as  to  the  adequacy  of  the 
examinations  and  the  wisdom  of  the  policies,  whatever  they  have 
been,  of  the  Comptroller  of  the  Currency,  in  giving  his  attention  to 
the  banks  that  needed  the  examination  most,  and,  where  necessary 
to  do  so,  in  deferring  the  examinations  of  some  of  the  banks  which 
were  known  to  be  in  good  condition,  and  from  whom  we  received 
reports  six  times  a  year. 

The  Chairman.  Now,  any  other  statement  that  you  wish  to  make 
this  morning,  Mr.  Williams  ?  The  committee  will  continue  the  hear- 
ings until  a  quarter  of  12. 

Mr.  Williams.  In  connection  with  the  inability  occasionally  of  the 
comptroller's  office  to  complete  the  two  examinations  of  all  national 
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banks,  I  would  caD  attention  to  tlie  fact  that  there  have  been  fr^ 

auent  resignations  in  the  force  of  national-bank  examiners  both  in 
le  field  examiners  and  in  the  chief  examiners.  It  appears  that  they 
receive  a  training  in  the  prosecution  of  their  duties  as  examiners 
which  the  national  banks  and  State  banks  of  the  country  seem  to 
value,  and  they  are  constantly  offering  them  larger  salaries  in  order 
to  utilize  their  skill  and  experience  as  officials  oi  the  large  banks  d 
the  country.  Those  resignations  have  sometimes  embarrassed  us 
by  their  fnniuency,  and  the  inabiUtv  at  once  to  fill  the  places  of  the 
expert  (»xaminei's  who  have  been  called  to  other  fields  by  the  financitl 
emoluments  which  are  offered  to  them;  but  that  is  simply  an  evi- 
dence that  the  skill  and  abihty  of  the  examiners  is  recc^nized  br 
the  banks  whom  they  are  examining. 

Mr.  Chairman,  on  the  particular  matters  which  we  have  been  dis- 
cussing this  morning  I  defer  further  comments  for  the  present,  hot 
will  have  something  further  to  sav. 

The  Chairman.  Now,  Mr.  Williams,  we  have  to  close  thc^^  hc«^ 
ings  some  time.  1  am  anxious  that  you  complete  3'our  reply  to  Mr. 
Hogan,  and  then  expecting — anticipating  that  Mr.  Hopran  s  state- 
ment will  ch>se  the  hearing. 

Mr.  Williams.  You  mean  finish  my  statement  now  f 

The  Chairman.  That  he  is  to  make. 

Mr.  Williams.  I  did  not  understand  that  at  all,  Mr.  Cliaimiao. 
I  assume  that  1  will  be  given  the  opportunity  of  answering  the  static 
ments  he  makes.  If  he  confines  himself  to  the  truth,  I  shall  hare 
nothino:  to  say. 

The  Chairman.  If  there  is  any  special  point  contradicting  the 
statement  he  makes,  will  it  l>e  satisfactory  lor  you  to  reply  in  uTit- 

ing^ 

Mr.  Williams.  1  should  like  the  opportunity  of  appearing  before 
the  committee  to  make  my  statements.  1  have  been  confining  myself 
this  morning  mostly  to  the  cjuestions  which  Mr.  Hogan  brought  up 
yesterday. 

The  Chairman.  WeD,  we  have  to  finish  it  some  time.  Mr.  Cooper, 
do  "you  want  to  make  any  further  statement  to  the  committee  on  this 
matter? 

Mr.  CooPKR.  I  don't  think  so,  Mr.  Chairman. 

The  Chairman.  Very  well:  the  committee  is  adjounie<l  until 
tomorrow  mornmg  at  12  o'clock. 

(Wliereupon,  at  11.35  o'clock  a.  m.,  the  hearing  was  adjourned.) 


FRIDAY,  SEPTEHBEB  5,  1910. 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washififftan,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10.16  o'clock 
a.  m.,  in  the  committee  room.  Senate  Office  Building,  Senator  George 
B.  McLean,  presiding. 

Present:  Senators  McLean  (chairman),  Newberry,  Henderson,  and 
Owen. 

Others  present:  John  Skelton  Williams,  Comptroller  of  the  Cur- 
rency; Prank  J.  Hogan,  representing  the  Riggs  I^ational  Bank;  Mr. 
Wade  H.  Cooper;  MS*.  James  Trimble,  national  bank  examiner;  and 
others. 

The  Chairman.  The  committee  will  be  in  order. 

Mr.  Hogan,  aboyt  how  much  time  do  you  expect  you  will  need  ? 

Mr.  Hogan.  I  do  not  know,  Senator;  I  will  not  take  any  more  time 
than  necessary,  and  there  will  be  some  things  I  can  insert  in  the  record 
without  reading. 

The  Chairman.  Mr.  Williams  wants  to  put  in  papers  this  morning 
that  have  been  called  for,  and  I  suppose  there  is  no  objection  to  that. 

Mr.  HooAN.  No,  Senator.  As  you  know,  I  came  here  from  New 
England,  and  I  am  very  anxious  to  get  away. 

The  Chairman.  Yqs.  Well,  we  mQ  let  you.  Now,  if  there  will  be 
any  conmient,  Afr.  Williams,  it  will  have  to  be  postponed,  because 
Mr.  Hogan  is  anxious  to  get  away.  He  has  been  here  now  waiting  on 
the  committee  two  days. 

Mr.  Williams.  Mr.  Chairman,  he  has  called  for  those  reports,  and 
he  has  made  the  bold  statement  that  if  he  had  that  information  he 
would  disprove  testimony  that  has  been  given.  Now,  if  it's  a  fair 
thing  to  do,  I  want  to  give  that  information  to  the  committee  before 
he  answers,  so  he  may  not  say  he  has  not  had  the  opportunity  of 
replving. 

The  Chairman.  Very  well,  proceed. 

Mr.  Williams.  The  record  of  the  hearings  before  this  committee 
on  September  2  enumerated  some  nine  sets  of  questions  for  informa- 
tion which  were  asked  for: 

First,  a  statement  giving  the  dates  in  the  yeta  1916  on  which  each  national  bank  in 
the  city  of  Washington  was  subjected  to  examination  by  the  National  Bank  Examiners 
as  commanded  by  law. 

That  was  presented  yesterday. 

Second,  from  the  records  of  the  comptroller's  office,  which  records  contain  the  data 
I  ask  that  he  be  called  upon  to  produce  a  list  showing  loans  to  officers,  directors,  and 
employees  of  every  national  bank  in  the  city  of  Washington,  first,  at  the  time  of  the 
first  report  made  in  response,  subsequent  to  July  1, 1914;  and,  second,  at  the  time  of  the 
last  examination  of  a  national  bank  examiner  preceding  July  1, 1914. 
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I  submit  tho  re])orts  herewith.  Mr.  Chairman.  They  arc  vohs- 
minous. 

Third,  I  ask  that  ho  ho  roquirod  to  pn)du<*o  before  thin  oommitteo  the  dairy  kept  by 
John  Skelton  Williams  in  the  years  1915  aud  hHii,  particularly  with  reference  to  tbf 
entries  therein  on  the  suhjtH-t  of  the  Riggs  Hank,  and  its  offu^ers,  and  also  on  the  subject 
of  the  Attorney  General,  and  the  attorneys  who  represented  Mr.  Williams,  and  his  co- 
defendants,  in  the  Riggs  Bank  ec|uity  cast'. 

The  Chairman.  Mr.  Wilhams,  we  decided  yesterday  that  you  nee<i 
not  submit  those. 

Mr.  Williams.  Well,  they  have  been  (;alled  for,  and  I  am  perfectly 
willing  to  submit  them. 

The  Chairman.  We  understand  that. 

Mr.  Williams.  And  I  wish  to  submit  these  statements  now: 

The  attached  papers  are  copies  of  leaves  taken  from  my  private  diary  covering  the 
years  1914,  1915,  and  191 G,  and  are  verbatim  copies  of  every  entry  made  by  me  duriq; 
that  period,  as  contained  in  my  said  diary,  relating  to  any  conversation  had  by  me  or 
statements  made  by  me  to  the  Secretary  of  the  Treasury  or  anv  other  Treasury  offidil 
or  Mrith  the  United  States  District  Attorney  or  any  other  official  of  the  Department  ot 
•Justice,  or  with  any  directors  or  counsel  of  the  Ri^  National  Bank,  referring  diiecth 
or  indirectly  to  the  Riggs  controversy  or  to  the  Riggs  equity  suit  or  to  the  periury  eoit 
against  Messrs.  C.  C.  Glover,  W.  J.  and  IT.  II.  FlJEither  officers  of  the  Riggs  National 
Bank. 

These,  of  course,  are  only  for  a  conference  hi  executive  session. 
They  are  here: 

Fourth,  that  there  be  produced  from  the  files  of  the  comptroller's  office  a  copy  of  eveiy 
letter  sent  to  every  national  bank  in  Washing[ton,  Riggs,  of  course,  excepted,  as  it  hat 
already  been  produced,  criticising,  commenting  upon,  or  making  a  reference  to  lou» 
to  officers,  directors,  and  emplovees,  or  either  of  these  classes,  rendeml  in  the  ywn 
1914  and  1915. 

Mr.  Chairman,  those  letters  are  here  for  the  executive  session,  the 
executive  use  of  the  committee. 

The  Chairman,  Are  they  marked  **  executive  session  ?" 
Mr,  Williams.  No;  I  will  mark  them. 
The  Chairman.  I  wish  you  would  mark  all  exhibits. 
Mr.  Williams.  Next: 

That  there  be  produced  statements  from  the  official  records  of  the  comptroller's 
office  showing  on  what  work  Mr.  James  Trimble,  national  bimk  examiner,  was  engaged 
from  May  22  to  December  31,  1915,  both  dates  inclusive,  givine  the  duration  in  eadi 
instance  of  the  work  on  which  the  examiner  was  engaged,  together  with  data  showing 
what  assistants  the  national  bank  examiners  for  the  District  of  Oolimibia  had  durii^ 
that  pcri(>d,  and  on  what  work  these  assistants  were  engaged  during  that  period  and  the 
duration  in  each  case. 

T  should  like  to  read  this  into  the  record. 

The  Chairman.  No;  it  will  be  printed.  We  can  wait  for  that  now. 
It  is  not  necessary. 

Mr.  Williams.  Tliis  is  not  for  executive  session. 
The  Chairman.  That  can  go  into  the  record. 


go  1 
3it. 


Mr.  Williams.  Yes;  all  rig 

Sixth,  that  there  be  produced  statements  from  the  official  records  of  the  comptroli^'n 
office  or  from  the  record?  kept  by  National  Bank  Kxarainer  James  Trimble  showing 
how  frequently  he  reportcnl  to  the  United  States  Attorney  for  the  District  of  Columbii 
or  visited  the  office  of  tlie  United  States  Attorney  for  the  District  of  Columbia  during 
the  year  1915  prior  to  September  22  of  that  year,  as  to  which  last-named  date  there  ^"U 
npectacularly  prodmred  before  this  committee  a  subpoena  calling  upon  Mr.  Trimble  tn 
\  it^it  the    United  States  district  attorney's  office. 
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Mr.  Chairman,  this  is  a  very  brief  letter.     I  would  like  to  read  it. 

The  Chairman.  No;  put  it  into  the  record. 

Mr.  Williams.  It  can  go  into  the  record  though. 

The  Chairman.  Certainly. 

Mr.  Williams  (reading): 

National  bank  examiner. 

Treasury  Department, 
Office  of  Comptroller  of  the  Currency. 

Waffhington.  D.  T..  Sephmher  4.  1919. 

i'OMPTROLLER   OF  THE    CURRENCY. 

Wastkxngtmi,  1).  C. 

Sir:  Before  the  Senate  committee  yesterday  the  witnet»,  Mr.  Frank  J.  Hogan, 
requested  that  he  be  furnished  with  a  statement  as  to  the  occasions  on  which  I  called 
on  District  Attorney  Laskey  in  connection  with  the  Ripgs  litigation. 

In  reply  I  beg  to'advnee  you  that  I  kept  no  diary  of  the  infrequent  occasions  when, 
in  the  performance  of. my  official  duties,  it  becaine  necessary  or  desirable  to  call  on 
the  district  attorney  as  national  bank  examiner,  either  in  connection  with  the  Rirgs 
litigation  or  in  connection  with  any  of  the  other  cases  which  from  time  to  time  it  has 
been  my  duty  as  examiner  to  report  to  the  district  attorney;  and,  therefore,  I  regret 
that  it  is  impossible  to  supply,  with  any  degree  of  accuracy,  the  number  of  occasion** 
on  which  1  called. 

1  will  take  advantage  of  tliis  opportunity,  liowe\er,  to  state  moat  emphatically  that 
Mr.  Hogan's  statements  or  insinuations  to  the  effect  tliat  the  indictments  of  Messrs. 
C.  (\  Glover,  W,  J.  Flather,  and  II.  H.  Flather  for  perjury,  was  brought  about  as  a 
result  ofpressure  or  insistence  on  the  part  of  the  Comptroller  of  the  Currency  or  of  any 
of  the  officers  or  employees  of  the  bureau  under  him  are,  to  the  best  of  my  knowledge 
and  l>elief,  wholly  without  foundation. 
Respectfully. 

Ja8.  Trimble, 
Nntionnl  Bank  Examiner. 

Mr.  Williams  (continuing)  : 

Next,  I  ask  that  there  Ix^  produced  from  the  official  records  lists  showing  the  number 
of  national-bank  examiners  and  the  numl^er  of  assistants  to  national-bank  examiners 
on  duty  in  Washington  during  the  years  1912  to  1918,  inclusive,  tqeether  with  the 
names  and  title.M. 

I  submit  this  for  the  record: 

September  4,  1919. 
Memorandum  for  the  comptroller: 

The  following  is  a  list  of  national-bank  examiners  and  assistant  national-bank 
examiners  on  duty  in  Washington,  1).  C,  during  the  period  1912  to  1918.  inclusive: 


National-bonk  examiners. 


•Samuel  M.  Ilann. 
R.  J.  C.  DoTsev. 


1912. 

Assistant  natixynaUhank  examiners. 

Prior  to  November  16,  1914  (the 
date  of  the  inauguration  of  the  Federal 
RoBer\'e  S^*8tem),  the  examiners  em- 
ployed their  own  assistants  and  their 
names  are  not  of  rea»rd  in  this  office. 


191^. 

Samuel  M.  Haun.  Same  as  in  1912. 

R.  J.  C.  Dorsey. 
R.  W.  Goodhart. 
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1914. 


National-hank  examiners — Con. 

R.  J.  C.  Doreey. 

R.  W.  Goodhart  (1  examination  only). 

0w6n  T   RoevGfi 

SherriH  Pmith  >  (Nov.  14  to  Deo.  3n. 

Jamee  Trimble. 


A8$t,  national-bahk  examinen — Goo. 


E.  J.  Donohue  (Nov.  16  to  Dec  31), 
E.  A.  Vaviina  (Nov.  16  to  Dec.  31). 


1910. 


R.  J.  C.  Doreey. 

Sherrill  Smith  »  (Jan.   1  to  13,  Mar.   4 

to  6,  Apr.  14  to  May  21,  May  27  to 

Oct.  5). 
James  Trimble. 


E.  J.  Donohue. 
E.  A.  Vavrina. 


1916. 


R.  J.  C.  Dorsey. 
James  Trimble. 
Thos.  P.  Howard '  (1  examination  only). 


E.  A.  Vavrina. 

E.  J.  Donohue  (t>  June  2.  1916). 


1917. 


R.  J.  C.  Dorsey. 
James  Trimble. 

R.  Gordon  Finney  (3  examinations). 
R.  L.  IJargreaves  (4  examinations^. 
Stephen    L.    Ne^^niham  ^    (13    examina- 
tions). 
J.  K.  WViods  (3  examinations). 


E.  A.  Vavrina. 

Thos.  F.  Kane  (from  Mar.  16). 

M.  F.  Trimble  (Mar.  1  to  15  only). 

J.  E.  Thompson  (Dec.  12  to  81  only). 


I91S. 


R.  J.  0.  Dorsey. 

Jas.  Trimble. 

R.  Gordon  Finney  (9  examinations). 

Stephen  L.  Newnham  (6  examinations). 


E.  A.  Vavrina  (until  Mar.  3,  1919). 
Thos.  F.  Kane  (except  June  1  to  Nov.  24. 

in  Navy). 
\Vm.    P.    Folger    (employed    for    ?hort 

periods  only). 
M.  A.  Creasy. 

H.  A.  Graham  (from  Oct.  I,  1918). 
J.  (>x)ke  Grayson  (from  July  6,  1918). 
Jas.  Trimble,  ir.  (Sept.  3  to*  12  only). 
Thos.  H.  Davis  (only  1  examination). 
J.  E.  Thompson  (until  Sept.  10). 

H.  B,  Davknport, 

As^iatant  Chief  Dwision  of  Examination^, 


Treahury  Department, 
Office  Comptroller  of  the  CtTRRExcY, 

Washington,  Sept4>n\her  4,  19 lU. 
Hon.  George  P.  McLean, 
United  States  Senator^ 

Chairman  Banking  and  Currenrjf  Committee, 

Washington y  />.  C. 

Dear  Sir:  In  reHiwn-*  to  the  sue^gestions  made  by  you  at  to-day's  meeting  of  your 
committee  that  I  should  furnish*  you  a  tabic  pliownn*?  the  loans  niade  to  the^offii^ere. 
employees,  and  directors  of  the  national  bankn  in  the  District  of  Columbia  in  tabulated 
form  at  the  times  of  the  first  examinations  of  the.se  national  banks  in  the  years  1913. 
1914,  1915,  and  1916,  I  now  bejj;  leave  to  hand  you  Table  A,  p:ivin«»  the  above  informa* 
tion  as  to  the  national  banks  of  the  District  at  the  time  of  the  first  examinations  in 

>  Chief  exaiilaor  7th  Fo'l.  Ros.  Din.    The  records  relative  to  Chief  Examiner  Sherrill  Smith  nrior  tn 
Nov.  14, 1914,  can  not  be  located.    Mr.  Smith  was  on  leave  of  absence  July  3, 17.  and  10,  I9i( 

>  Chief  n<itiinal-bank  examiner,  5th  district. 
'  Supervising  national-bank  exarnVner. 
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1913,  aa  prepartnl  bjr  national-bank  examiners  from  the  reports  of  examinationa;  the 
reports  of  examinationa  themselvps  1  j)resent  herewith;  Table  B,  giving  the  same 
information  as  to  the  national  banks  of  the  District  for  the  year  1914;  Table  i\  similar 
information  for  the  year  1915;  Table  I),  the  same  information  for  the  year  1916,  all 
certified  as  correct  by  National  Hank  Examiner  S.  B.  Con^don. 

The  national  banks  of  the  District  in  each  year  are  designated  by  numbers,  begin- 
ning with  the  bank  which  is  lending  the  lea&t  sum  to  its  officers,  employees,  and 
directors,  and  ending  with  the  bank  which  is  lending  the  largest  sum. 

From  the  reports  of  the  examiners  which  I  hand  you  herewith,  you  can  readily 
identify  the  bank  making  the  loans  shown  in  the  accompanying  tables. 
Respectfully,  yours, 

Jno.  Sk ELTON  Williams, 

ComptrolUr. 


Table  A. 


The  following  list  shows  the  loans  made  by  national  banks  of  the  District  of  Col- 
umbia to  their  officers,  employees,  and  directors  at  the  time  of  the  first  examinations 
in  1913  by  the  national-bank  examiners.  The  banks  are  numbered  in  the  order 
of  the  aggregate  amount  of  their  loans  to  officers  and  directcrs,  the  bank  at  the  top 
having  the  smallest  amount  of  such  loans  outstanding,  and  the  bank  at  the  bottom 
the  largest: 


Banks. 


Total     1 
loans  to  I 
I  otBcere, 
I  employ- 
ees, and 
,  directors 


No.l I  $21,724 

No.2 33,355 

No.3 1  102,588 

No.4 105,109 

No.5 

No.6 


114,282 
118,  oeM 
No.7 !    149,539 


Total 
loans  to 
officers 
and  em- 
ployees. 


$5,524 

9,062 

21,771 


2,076 
37,683 


Total 

loaa<i  to 

directors. 


$16,200 
24,293 
80,817 
105,109 
114,282 
115,984 
111,856 


Ban  Vs. 


I     Total 
,  loans  to 

I    OtBcCTS, 

I  employ- 
;  ees,  and 
directors. 


No.  8 

No.9 

No.  10 

No.  11 

No.  12,  RlRgs  Na 
tional  Bank 


$185,023 
300,976 
307,751 
329,058 

689,475 


Total 
loans  to 

officers 
and  em- 
ployees. 


$99,040 
127,032 


2,700 
301,925 


Total 
loans  to 
directors. 


$85,983 
173,944 
307,751 
326>358 

387,550 


The  foregoing  statement  shows  that  at  the  time  of  the  examinations  referred  to, 
the  Kiggs  National  Bank  was  lending  to  its  officers  and  employees  $301,925,  or  within 
'$2,963  of  the  aegregatc  amount  lent  by  the  other  11  banks  of  the  District  to  all  of 
their  officers  and  employees,  $304,888. 

If  we  should  deduct  frcm  the  leans  to  "officers"  of  national  banks  the  leans  to 
thf  se  officers  who  are  actively  engaged  in  outside  business  enterprif  es  and  who  devote 
only  a  pcrtion  cf  their  time  to  the  affairs  cf  the  bank,  we  would  find  the  total  amount 
of  money  leaned  by  the  Kirjrs  National  Bank  to  its  active  officers,  1301,925,  was 
mere  than  twice  as  large  as  the  amount  of  money  loaned  by  all  of  the  other  national 
banks  cf  the  District  to  all  of  their  officers  and  employees  not  actively  engaged  in 
outeide  bueiness,  namely,  $146,239. 

The  statement  ako  fhows  the  Riggs  National  Bank  at  the  time  of  the  May,  1913, 
examination  was  lending  to  its  officers,  employees,  and  directcrs  (including  two 
"dummy"  leans  of  something  over  $40,000),  the  sum  of  $689,457  (exclusive  of  indirect 
liabilities  not  inc  luded  in  above  table  which  would  bring  the  total  up  to  o-^er  $800,000). 
This  $689,475  was  m(  re  than  twice  as  much  as  the  largest  amount  of  direct  loans  of 
any  one  of  the  other  national  banks  of  the  District  at  the  time  of  the  1913  examina- 
tions to  their  officers,  employees,  and  directcrs;  in  fact,  the  amount  of  such  leans 
by  the  Riqgs  National  Bank  to  its  officers  and  directcrs  exceeded  the  arrregate  amount 
of  such  loans  which  were  found  at  the  time  of  their  1913  examinations  in  seven  of  the 
national  banks  of  the  District. 

Certified  correct. 

Sidney  B.  Conodon, 

National  Bank  Examiner.  * 
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Table  B. 

The  following  table  showH  the  luaiis  made  by  all  the  national  bankfl  of  the  Dutrict 
of  Columbia  at  the  time  of  their  first  1914  examinations  by  the  iiational-bank  exim- 
inerSf  to  their  officerB,  employees,  and  directors: 


lianks. 


Toial 
loans  to 
ofliccrs, 
employ- 
ees, and 
directors. 


Loans  to  I 
otfloers 
and  em- 
ployees. 


Loans  to 
directors. 


Hank.'^. 


No.1 S29.WK  ' 

No.2 39.159 

No.  3 ;      42,042 

No.  4 i  H)6,1H9 

No.  5 !  123.993 


No.  6. 

No.  7 


131, 1S7 
172.421 


$10,298  ; 
H.724  : 
4,273 
3,Alfi  ! 
4,67.'>  ■■ 

15.300  ; 

75,240  , 


$19,650 

.30,435 

37,709 

102.573 

119.31K 

115. H87 

97. 181 


No, 
No. 
No. 
No. 
No. 
No, 


Total 
.  loan?  to  ' 
oflrtoery,  i 
I  employ-  ; 
I  ees,  and 

I ; 

i  i" 

8 i  $203,212 


I>oan5  to . 
oflic?ns     Loans  in 
aud  em-    dineton. 
ployecs. 


9. 

10 

11 

12 

13(Riggs). 


208.588 
308, 21« 
320,997 
36f(.44C 
521,981 


Sft8.801 
76,711 
83,563 
37.431 

ii.aoo 

222, 4K4 


$134,411 
121.8:7 
224.S9 
2R3.5IC 
3S7.3S: 
2»,W 


From  the  foret^oin^  table  it  will  be  seen  that  the  Kig^  National  Bank  was  loaniiK 
at  the  time  of  the  first  examination  in  1914  to  its  officers  and  omployeee  the  sum  of 
$222,484  (including  two  "dummy*'  loans  aRprerating  about  $40,000),  or  more  than 
two  and  one-half  times  as  much  as  any  other  iiational  bank  in  the  DiFtrict  wa.«  loan- 
ing to  it«  officers  aud  employees  at  that  time. 

In  fact,  the  Ritfgs  National  Bank's  loatis  to  officers  and  employees  exceeded  the 
asg^re^ate  of  all  similar  loans  made  by  nine  other  national  banks  of  Washington  at 
the  time  of  the  examinations  referred  to. 

Total  loans  made  to  officers,  employees,  and  directors  by  the  Kiggs  National  Bank, 
as  shown  by  the  above  table,  was  $521,981.  This  exceeded  by  more  than  $150,000 
the  aggregate  of  all  such  loans  made  by  any  other  national  bank  in  the  District,  and 
the  amount  of  the  Riggs  National  Bank's' loans  to  insiders  exceeded  the  sum  total 
of  all  such  loans  made  at  the  time  of  the  examinations  referred  to  by  six  of  the  other 
national  banks  of  the  District. 

If  we  deduct  from  the  aggregate  all  hmns  made  to  the  officers  of  other  national 
banks  who  are  engaged  in  outpide  business  enteri>rise8  and  devotiji^  a  ]>ortion  of 
their  time  to  the  banks,  we  A^ill  find  that  the  amount  of  money  that  the  Iliggs  National 
Bank  was  lendinpc  to  its  active  officers  was  more  than  all  the  other  national  b^nks  of 
the  I)istri<'t  of  Columbia  combined  were  lending  at  the  time  to  all  of  their  active 
officers  not  engaj^ed  in  outside  buHiuofH. 

Certified  correct. 


SiDN'EY    B.    CONODON. 

National  Bank  Kraminn- 


T.\BLK   ('. 


The  following  table  hIiowh  tln^  loans  made  at  the  time  of  the  first  oxamiiiatiun  in 
the  year  1915  by  the  national  bank  examiners  of  all  national  banks  in  the  District 
of  Columbia  to  tlicir  officers,  employees,  and  directors. 

The  figures  as  to  the  Riggs  National  Bank  were  for  the  examination  of  Atu*usi  16, 
1915.  The  loans  of  this  bank  to  officers  and  directors  by  August  16,  1915,  while  the 
litigation  with  the  comptroller's  office  was  before  the  court,  liad  l>een  reduced  from 
an  aggregate  of  $()S9:475  at  the  examination  of  May,  1911^.  to  $207,047  in  August.  1915. 

The  records,  however,  indicate  that  the  active  officers  of  the  bank  liad  not  really 
liquidated  their  loans  but  had  transferred  them  to  other  national  banks  with  which 
the  officers  of  the  Riggs  National  Bank  were  in  one  way  or  another  affiliated  aud  to 
two  local  trust  companies,  and  tliat  the  borrowings  from  these  inatitutionfl  by  four 
acrtive  officers  of  the  Riggs  Bank  had  amounted  to  more  than  $750,000  ver\'  largely 
upon  speculative  bonds  and  stocks. 
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Hanks. 

Total 
loans  to 
ofRcers, 
employ- 
ees, and 
direciors. 

I..OAns  to 
officers 
and  em- 
ployees. 

1 
Loans  to  ' 
directors.  ; 

1 

Total 
loans  to 
officers, 
Hnn'-s.               employ- 
ees, arid 

directors. 

1 

Loans  to 
officers 
end  em- 
ployees. 

Loans  to 
directors. 

No.l 

No.  2 

$33,354 
48,931 
49,634 
103, 171 
113,521 
124,755 
135,926 

"  $12,056' 
14,181 
63,545 
8,070 
11.089 
13,410 

$33,354 

36,875 

35,450 

41,631 

105,451 

113,606 

122,516 

No.8 $156.Oi0 

No.9(Rl«gs) 207,047 

No.  10 209.:i85 

No.  11 3?2.ia3 

No.l2 886.711 

No.  13 432,447 

$65,825 

$90,2:u 
207,047 
137,034 
362,260 

No.  3 

No.  4 

72,29i 

9,843 

26,000 

37.466 

No.  5 

360. 7U 

ro.  fi 

No.  7 

394. 9KI 

The  foregoing  table  shows  that  the  amount  of  loans  made  by  the  Riggs  National 
Bank  tx)  its  directors  at  the  time  of  the  Au^st,  1915,  examination  was  $207,047 
which  was  less  than  the  loans  that  were  being  made  at  that  lime  by  four  other 
national  banks  in  the  District  to  their  directors,  officers,  and  employees,  but  still 
exceeded  by  about  $G0,000  the  sum  total  of  all  loans  made  to  directors  of  four  of  the 
national  banks  in  the  district  all  combined. 

(\»rtified  correct. 


Sidney  B.  Congdon, 

National  Bank  Efaminer. 


Table  D. 


The  following  table  shows  the  loans  made,  at  the  time  of  the  first  examinations 
in  the  year  19  it)  hy  the  national  bank  examiners,  by  all  the  national  banks  of  the 
District  of  Columbia  to  their  officers,  employees,  and  directors.  This  table  shows 
that  at  the  time  of  the  1916  examinations,  as  a  result  of  the  efforts  and  remonstrances 
of  the  comptroller's  office,  the  irregular  and  excessive  loans  which  the  Riggs  National 
Bank  had  long  been  in  the  habit  of  making  to  it«  officers  and  employees,  largely  on 
speculative  securities,  and  on  dummy  loans,  and  which  at  the  time  of  May,  1913, 
examination,  including  loans  to  directors,  had  aggregated  $689,475  (exclusive  of  indi- 
rect liabilities),  had  been  largely  cleaned  up  and  eliminated  and  the  sum  total 
reduced  to  about  $225,000,  or  to  be  exact,  $224,975.  immediately  preceding  th«» 
rechartering  of  the  bank  in  June,  1916: 


Hunks. 


I 


Total 
loans  to 
offlcerR, 
employ- 
ees, and 
directors 


I 


No.l 3514,630 

No.  2 '  .12,:»1 

No.  3 51.^40 

No.  4 »<9.9S() 

No.  5 1  82,078 

No,  6 S7,363 

No.  7 1  110,914 


Loans  to! 
officers  j  Loaus  to 
and  em-  i  directors, 
ployees.  i 


$14,600 
20.340 
44,527 
S0,35:» 
45,831 
ft.S970 

108,259 


Hanlrs. 


J<12.051 

7.313 

9.62.'i 

36,247 

10.203 

2,655 


No.  H 

No.  9 

No.  10 

No.  11  ( Riggs ) 

No.  12 

No.  13 

No.  14 


Total 
loans  to 
officers, 
employ- 
ees, aiid 
directors. 


$119,901 
149.121 
197,903 
224.975 
316,813 
329.346 
364,469 


I 

I/oans  to ! 

officers  , 

and  em- ' 

ployees.  , 


$12,593 

8.600 

107,852 

25 

5,836 

44,500 

1:{6,HI8 


Ix)ans  to 
dir.-^ctors. 


$107,311 
141.121 
90,051 
224. 9c0 
310,977 
284,  «^6 

227,  oa 


At  the  tinu'  uf  the  1916  examinations  there  were  three  other  natijiial  banks  in 
Washington  whose  loans  to  officers,  directors,  and  emplovees  exceeded  the  amount 
of  such  loans  made  by  the  Riegs  National  Bank.  The  Rivres  National  Bank's  loans 
to  its  directors  at  the  lime  had  been  much  reduced,  but  still  exceeded  the  sum  total 
of  such  loans  made  by  iix*  other  national  banks  of  the  District  lo  their  directors. 

rprtiHed  correct. 

SinsKY    II.  CO.SM.OO.N, 

X'llinnnl  Hnni:  Ki'un'nifr. 
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Mr.  Williams  (continuing:): 

Kishth.  that  there  be  produced  a  t^tafttement  from  the  officii  recordxs  of  the  otf'iv 
oi  the  comptroller,  showiu^  the  total  amount  ui  loans  t  j  oSficei«,  directors^  and  eiL 
ployees  of  ea<»h  nati'>iial  *«nk  in  Washiajfion.  Ri-jps  excepted,  a?  Rio^  is  alreid" 
in  the  record,  at  the  time  examinatinnp  were  made  by  the  national  tMmk  examinen> 
during  the  pericd  from  July  1.  1^13.  to  Dei?ember  M.  191t>:  and  it  is  nvpectfully  5114- 
gested  that  thip  statement  be  verified  by  the  production  of  the  orisinil  repoita  of  th" 
national  Ittnk  exaroinen*  in  the  caiie  of  each  hank  eiOimined  during  the  period  men- 
tioned. 

Here  are  the  original  re|><3rt?>,  Mr.  Chairman  and  gentlemen,  and 
here  is  a  letter  conveying  tabulated  statements  for  the  four  years. 
May  I  read  the  letter  f    It  is  very  brief. 

The  Chairman.  Tabulated  statements  of  what  i 

Mr.  Williams.  This  letter  will  explain.     May  I  read  it  i 

The  Chairman.  Yes. 

Mr.  Williams  (reading »: 

TuEAal  RY  DCFABTMENT, 
(►FUCE   of   ToMPTBOLLER   of  TIIE  CURREXCT. 

Washington.  Septrmher  4,  I9iu. 
lion.  (JEOKGE  F.  McLe.\n, 

T'nitrd  Statfs  Senator.  Chairman  Banting  and 

Currency  Committee,  Washington,  D,  C 

Dear  Sir:  In  respond  to  the  suggestions  made  by  you  at  to-day's  meeting  of  your 
committee,  that  I  should  f umi^  you  a  table  showing  the  loans  made  to  the  ofScos, 
employees,  and  directors  of  the  national  banks  in  the  District  of  roliunbim,  in  tabu- 
lated form,  at  the  times  of  the  examinations  of  these  national  banks  in  the  yean  1913. 
1914,  1915,  and  1916,  1  now  be^  leave  to  hand  you — 

Table  .\.  giNing  the  above  information  as  to  the  national  banks  of  the  District 
at  the  time  of  the  examinations  in  1913,  as  prepared  by  national-bank  examinen 
from  the  reports  of  examinations;  the  reports  of  examinations  themselves  I  present 
herewith. 

Table  B,  giving  the  same  information  as  to  the  national  banks  of  the  District  for 
the  year  1914. 

Table  (',  similar  information  for  the  year  1915. 

Table  D,  the  same  information  for  the  vear  1916. 

All  certified  as  correct  by  National  Bank  Examiner  S.  B.  i'ongdon. 

The  national  lianks  of  the  District  in  each  year  are  designated  by  numbers,  b^;in- 
ning  with  the  Iwink  which  is  lending  the  least  sum  to  its  officers,  employees,  and 
directors,  and  ending  with  the  bank  which  is  lending  the  lagest  sum. 

From  the  reports  of  the  examiners  which  I  hand  you  herewith,  you  can  readily 
identifv  the  bank  making  the  loans  shown  in  the  accompanying  tables. 
Respectfully,  yours. 

JVO.    SkELTOX   WlLUAMS, 

Comptroller. 

I  should  like  this  to  go  into  the  record,  Mr.  Chairman. 

The  Chairman.  Yes. 

Mr.  Williams.  With  these  tables.  Woidd  you  rather  it  should 
not  be  read  now  ? 

The  Chairman.  Oh,  you  need  not  read  it  now.  They  will  go  into 
the  record,  and,  as  I  understand,  there  is  no  objection  to  their  going 
into  the  public  record. 

Mr.  Williams.  I  desire  them  to  go  into  the  public  record. 

The  Chairman.  Very  well. 

Mr.  WiLLiAAis  (reading): 

Ninth.  I  request  that  the  comptroller  be  required  to  produce  here  from  the  official 
records  of  the  comptroller's  office  a  copv  of  ever>*  letter  sent  by  him  during  the  years 
1914  and  1915  to  any  of  the  banks  and  trust  companies  of  the  District  of  Columbia 
calling  for  reports  from  their  directors  on  the  subject  of  the  number  of  shares  of  stock 
held  by  them  unhypothecated  during  their  directorship.  This  request  may,  of 
course,  exclude  Biggs  National  Hank,  as  snob  requests  sent  to  the  Riggs  National 
Bank  are  already  part  of  the  rei-ord. 
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As  to  that  request,  Mr.  Chairman  and  gentlemen,  I  should  explain 
that  permanent  records  of  requests  made  upon  directors  of  the  na- 
tional banks  in  regard  to  the  qualification  shares  held  by  them  are 
not  kept.  Several  thousands  of  letters  of  that  kind  arc  sent  out  each 
year,  I  am  informed  by  the  deputy  conunissioner,  who  is  present, 
and  that  the  custom  is  that  when  questions  are  raised  as  to  any  direc- 
tor having  the  shares  in  his  name,  or  having  his — or  when  his  stock 
is  found  to  be  hypothecated — that  form  letters  are  sent  out  calling 
attention  to  the  apparent  eiTor  or  lack  of  necessary  qualifying  shares 
in  the  director's  name,  and  a  memorandum  is  then  made  in  one  of 
the  divisions  of  the  bureau  and  retained  on  the  desk  of  that  division 
until  the  reply  is  received,  or  until  the  matter  is  cleared  up;  that's 
when  the  matter  is  attended  to,  the  memorandum  is  destroyed,  and 
no  permanent  records  are  kept.  As  far  as  this  point  is  concerned, 
though,  it  would  be  perfectly  agreeable  to  me  to  have  the  witness 
assume  that  none  of  the  other  national — that  none  of  the  other  direc- 
tors of  national  banks  in  the  District  were  found  to  have  had  all  of 
their  shares  hypothecated  during  this  period,  or  during  the  period 
that  was  mentioned.     That  is  entirely  immaterial  to  me. 

We  did  find  that  one  or  more  of  the  directors  of  the  Riggs  Na- 
tional Bank  had  made  incorrect  statements  in  regard  to  their  hold- 
ings, and  the  matter  was  taken  up  and  remedied.  I  thuik  there 
were  two  or  three  cases  of  irregularity,  one  director  claiming  that 
he  had  a  great  deal  more  stock  than  he  really  owned  and  another 
director  claiming  that  he  held  stock  unpledged  and  unhvpothecated, 
and  during  the  whole  period  it  was  pledged  and  hypothecated.  As 
far  as  I  Imow  there  were  no  other  similar  cases  to  that  in  the  Dis- 
trict. If  there  were  no  similar  cases  the  purpose  was,  after  such 
letters  were  written,  they  were  put  on  notice  in  regard  to  the  Ri^s, 
because  of  the  discovery  of  the  irregularities,  and  when  we  did  dis- 
cover it  we  wrote  to  the  other  directors,  as  well  as  the  directors  who 
were  found  to  be  acting  unlawfully  as  directors. 

Memorandum  from  Deputy  Commissioner  Fowler,  dated  the  5th, 
says : 

lieferring  to  your  inquiry  on  the  subject,  you  are  advised  that  it  is  not  the  general 
practice  of  this  office  to  keep  a  permanent  record  relative  to  disqualification  of 
directors  of  national  banks  resulting  from  the  hypothecation  of  their  stock,  and  it 
would  therefore  be  impossible  to  furnish  copies  of  letters  written  banks  in  the  District 
of  Columbia  on  this  subject  during  the  years  1914  and  1915  as  requested. 

The  Chairman.  You  may  put  these  communications  in  the  record 
without  reading  them. 

Mr.  Williams.  All  right,  sir. 

The  Chairman.  Because  we  are  encroaching  on  Mr.  Hogan's  time. 

Mr.  Williams.  Now,  Mr.  Chairman,  I  wish  to  state  that  you  can 
readily  perceive  from  the  size  of  this  volume  that  it  involved  a  great 
deal  of  labor,  the  preparation  of  these  condensed  statements. 

The  Chairman.  I  may  say  the  committee  has  no  further  use  for 
thej^. 

Mr.  Williams.  I  want  to  say  this,  these  statements  can  be  verified 
by  these  reports,  and  I  woula  like  to  say  that  as  this  was  prepared 
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between  the  time  we  left  the  office  yestertlay  and  2  o'clock  last  night, 
1  would  like  to  have  the  examiners  in  here  for  an  hour  and  check 
up  these  a  little  and  see  that  they  are  complete  before  they  are  pub- 
lished in  the  official  record. 

Senator  Newberry.  You  can  take  the  reports  away. 

The  Chairman.  Yes;  you  can  take  the  originals  away,  Mr.  Wil- 
liams, we  do  not  want  to  be  responsible  for  them. 

Mr.  Williams.  Mr.  Chairman,  I  think  that  that  completes  the  list 
of  inform.ation  caDed  for.  and  it  will  now  be  up  to  the  witness  to 
prove  his  extraordinary  statement  as  to  what  he  will  be  able  to  ac- 
complish with  this  information  before  hinu 

The  ('hairma.v.  Well,  Mr.  Ilogan  wiU  not  have  very  much  time 
to  examine  these  documents,  j^ou  have  just  introduceil,  Mr.  Williams, 
but  if  he  wants  further  time,  why  the  committee,  1  think,  will  be 
inclined  tp  give  it  U)  him.  Possibly  he  does  not  w^ant  any  further 
time.  We  shall  be  as  fair  to  him  as  we  want  to  be  fair  to  you  in  these 
matters. 

Mr.  Ho(JAN.  Will  the  chairman  permit  the  re^*ord  to  show  that  Mr. 
II()gan  will  ask  no  further  time  ? 

The  (^uairman.  Is  that  all,  Mr.  WiDiams  ? 

Mr.  Williams.  One  moment,  Mr.  Chairman.  Before  1  sit  down 
1  would  like  to  refer  to  a  statement  which  was  niade  yeater<lay  in 
this- committee  in  re^rd  to  an  attempt — an  alleged  attempt — made 
by  some  thief  in  the  Treasury  to  sell  confidential  information  belong- 
ing to  the  comptroller  to  tnc  Riggs  Bank.  The  attorney  for  the 
Riggs  Bank  made  that  statement.  I  understood  him  to  say  at  the 
same  time  that  he  did  not  know  who  the  thief  was.  I  do  not  believe 
there  is  any  more — 1  think  1  may  be  permitted  to  say  that  I  ques- 
tion whether  there  is  any  more  authority  for  that  statement  than 
for  many  other  misstatements  that  were  made  in  this  record:  but  I 
would  like  the  witness,  the  attorney  for  the  Riggs  Bank,  to  as<*ertain 
and  inform  your  committee  who  that  <lishoncst  person  was.  It  seems 
to  u\(y  it  is  a  very  grave*  offense  wliich  has  been  committed  against 
the  rnited  States  (Jovernnient.  If  the  Riggs  National  Bank  was 
aware  that  tliere  was  in  the  Treasury,  in  a  confidential  position,  u 
thief  who  was  trying  to  sell  the  records  to  it,  there  is  no  reason  to 
believe  that  the  thief  woidd  not  sell  records  to  anyone  else,  or  steal 
bonds,  or  anything  else. 

The  Chairman.  Tliis  committee  will  not  go  any  further  with  that 
record.  If  you  w^ant  to  deal  with  that  you  will  fiave  to  deal  with  it 
outside  of  this  committee. 

Mr.  HoGAX.  Senators,  when  last  July  1  was  privileged  to  appear 
before  this  committee  you  will  remember,  certainly  those  who  are  iiero 
this  morning  wnll  particularly  remember,  that  toward  the  conclusion 
of  my  statement  I  produced  a  letter,  circulated  throughout  this 
country  by  Comptroller  Williams,  attacking  Senator  W^eeks.  1  pro- 
duced another  letter  circulated  throughout  this  country  by  Mr.  Wil- 
liams attacking  Mr.  Wade  H.  Cooper,  and  I  said,  in  substance,  that 
I  would  be  next,  and  that  my  appearance  here  would  result  in  siinilar 
conduct  I  confidently  predicted.     The  prediction  has  been  fulfilled. 

This  committee  gave  to  Mr.  Williams,  with  infinite  patience,  an 
opportunity  to  denounce  his  opponents  and  exploit  his  virtues  with- 
out limit.     After  that  had  bei^n  done,  and  after  Mr.  Williams  had 
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announced  that  he  was  entirely  through,  he,  on  July  26,  1919,  ad- 
dressed a  long  letter  to  the  chairman  of  the  committee,  which  in  part 
10  of  the  report  of  these  hearings,  was  published  by  the  chairman's 
direction;  subsequent  to  that  time,  and  while  the  committee  was  in 
recess,  Mr.  Williams  pretended  to  write  a  letter  to  the  chairman  of 
this  committee.  I  say  pretended,  because  an  examination  of  the 
document  shows  that  its  real  purpose  is  to  enable  the  comptroDer 
to  circulate  libelous  propaganda  under  privileged  form.  That  letter 
is  dated  August  12, 1919;  in  its  original  form  it  consisted  of  20  printed 
pages;  but  that  was  not  sufficient,  he  is  never  through,  so  he  added 
addenda  which  made  the  document  as  a  whole  consist  of  24  printed 
ages,  and  he  had  it  printed  at  a  private  printing  house — Charles  H, 
otter  &  Co.  (Inc.),  Washington,  D.  C.  It  is  a  remarkable  but 
characteristic  document.  It  is  made  conspicuous  by  some  sixty-odd, 
heavy-typed  subheads.  It  abounds  in  capitals,  and  it  shrieks  with 
italics.  In  heavy-faced  type  the  author  of  this  communication,  Mr. 
Williams  himself,  informs  this  committee  that  the  charges  against 
him  were  ** recklessly  made,''  and  are  **all  overwhelmingly  refuted." 
The  purpose  of  this  document  was  not  to  inform  the  Senate  com- 
mittee of  anything,  because  most  of  it — certainly  50  or  60  per  cent 
of  it — is  a  rehash  of  what  is  already  in  the  recora  here,  but  it  is  part 
and  parcel  of  the  very  thing  which  T  told  this  committee  that  he  who 
dared  to  come  here,  even  at  your  request,  would  be  made  the  obiect 
and  subject  of,  namely,  this  man's  unrestrained,  intemperate,  libelous 
characteristics. 

Now,  Senators,  before  I  take  up — ^because  it  is  necessary  to  take 
up — the  inconceivable  statements  contained  in  that  circulated  screed 
with  the  official  Treasury  Department  seal  upon  it,  so  as  to  give  it  an 
official  guise,  I  am  going  to  very  briefly  present  here  quotations  which 
I  take  from  the  record  of  the  hearings  of  this  committee  and  which 
show,  pictured  and  painted  by  himseS,  and  not  by  me,  the  intemper- 
ate attitude  of  the  present  Comptroller  of  the  Currency,  a  sregards 
each  person  who  has  dared  to  criticize  or  oppose  him  and  as  regards 
the  majority  party  in  Congress  and  even  this  committee.  I  willgive 
references  to  these  hearings  for  each  of  the  quotations. 

Senator  John  W.  Weeks:  Senator  Weeks  is  charged  by  Mr,  Wil- 
liams with  having  made  ** malevolent"  efforts  to  ** discredit  or  injure" 
the  comptroller.  He  refers  to  Senator  Weeks's  ''vaunting  asser- 
tions," that  the  Senator  had  received  letters  criticizing  the  comptrol- 
ler's conduct,  charges  the  Senator  with  making  "unjust  and  invid- 
ious attacks,"  and  says  he  "grossly  inrposed  upon"  the  Senate  com- 
mittee.    (Pt.  4,  pp.  382,  383;  Senate  Hearings.) 

Mr.  Wade  H.  Cooper:  President  of  two  Washington  savings  banks, 
both  going  concerns,  the  condition  of  which  concededly  has  improved 
under  Mr.  Cooper's  presidency,  is  thus  assailed  in  this  record:  **His 
testimony,"  says  Mr.  Williams,  **is  grossly  false";  a  statement  of 
his  is  ** a  complete  falsification,"  and  his  charges  are  ^*  false  and  gen- 
erally maliciously  so";  he  says  that  Mr.  Cooper  has  made  *' wanton" 
and  **  willful  misstatements,  and  ** wanton,  willful,  and  unjustifiable 
reflections,"  with  a  ''willful  and  deliberate  intention  to  iniure"  Mr. 
Wilhams;  he  describes  Mr.  Cooper  as  ''a  discredited  local  Dank  offi- 
cial," who  has  mad^  '^  ridiculous  and  wanton  and  flagrant  state- 
ments"; and,  returning  much  later  in  his  alleged  testimony  to  the 
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subject  of  Mr.  Cooper,  he  refers  to  ^^the  falsijScations  and  misstate- 
ments deliberately''  made  by  this  witness.  (Pt.  4,  pp.  206,  351,  257, 
258,  261,  383,  and  pt.  6,  p.  449,  Senate  Hearings.) 

Mr.  E.  A.  Jones:  An  attorney  from  the  State  of  Pennjrslvanit. 
Mr.  Williams  called  a  maker  of  '*  mischievous  and  false  charges," 
and  advises  the  committee,  **I  want  to  denounce  Mr.  Jones  as  a 
contemptible  and  wanton  slanderer."     (Pt.  7,  pp.  518,  526.) 

Representative  Louis  T.  McFadden:  Speaking  m  this  record  of  this 
Representative  of  the  State  of  Pennsylvania,  the  present  Comp- 
troller of  the  Currency  describes  the  Member  of  Congress  as  *'a 
licensed  slanderer,"  an  *'utterer  of  viciously  false  accusations,"  one 

f;uilty  of  ^^falsehood  and  malicious  attempts  to  do  injury,"  who  *'is 
ar  more  anxious  over  his  job  and  pocket  than  over  ms  character  as 
a  man  or  official";  he  charges  that  Representative  McFadden  has 
used  his  **  place  in  Congress  to  maUgn  and  to  endeavor  to  injiure  me," 
and  boasts  in  this  record  that  he  has  made  liis  letters  to  the  Memb^ 
of  Congress  as  *^s tinging  as  possible,"  concluding  with  Mr.  McFad- 
den's  insinuations  **are  denounced  as  absolutely  false,  and  which 
have  all  the  appearance  of  having  been  dictated  by  intense  malice." 
(Pt.  5,  pp.  443,  444,  445,  446.) 

Mr.  Jonn  Poole;  President  of  the  Federal  National  Bank,  chair- 
man of  the  Liberty  Loan  Committee,  treasurer  of  the  Young  Men's 
Christian  Association,  treasurer  for  the  Potomac  Division  of  the 
Second  Red  Cross  War  Drive,  is  charged  by  Comptroller  Williams 
with  *' using  the  truth  with  penurious  frugality";  the  comptroUer 
says  that  **Mr.  Poole's  statements  before  this  committee  were  a 
garbled  and  distorted  version  of  what  was  said"  by  Mr.  WiUiams 
when  the  latter  was  denouncing  a  director  of  Mr.  Poole's  bank,  be- 
cause of  the  comptroller's  personal  animus  toward  that  director;  he 
says  that  Mr.  Poole  is  one  who  made  an  insinuation  *' wholly  and 
unwarrantably  false,"  and  that  Mr.  Poole's  testimony  he  has  **de- 
nounced  as  a  misrepresentation,  or  distortion,  or  incorrect  satement 
of  what  really  transpired  between  us."  Again  using  certain  of  his 
overworked  expressions,  referring  to  Mr.  Poole,  he  says,  *'!  de- 
nounce" another  of  his  statements  as  made  without  anv justification 
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same  matter,  which  confessedly  he  had  no  personal  knowledge  of. 
he  says,  **It  was  evident^  without  the  slightest  justification. "  (Pt. 
6,  pt).  467,  473,  477,  481,  487.) 

Mr.  Frank  P.  Bennet:  Editor  of  the  United  States  Investor,  is 
charged  with  using  his  publication  for  **not  only  ob\'ious  propaganda, 
but  Ignorant  propaganda."  (P.  23,  letter  to  Senator  McLean,  Aue^ 
12,   1919.) 

Mr.  George  Griswold  Hill:  Formerly  Washington  correspondent 
of  the  New  York  Tribune  and  more  recently  connected  with  the 
London  Times  and  the  Boston  Transcript,  the  comptroller  testified 
published  a  statement  *'in  the  Boston  Transcript  some  months  ago 
which  was  full  of  falsifications  and  incorrect  statements,"  and  as  one 
who  made,  regarding  Mr,  WilUams,  of  course,  *' manifestly  untrue 
statements"  and  ''false  statements."  He  says  that  Mr.  ml]  in  an- 
other newspaper  published  a  ''series  of  vicious  and  slanderous  ar- 
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ticles/^  and  he  charges  Mr.  Hill  with  being  the  publisher  of  **a  tissue 
of  falsehoods  from  start  to  finish/'  whose  wofk  is  *^  discreditable  to 
its  author/'  and  whose  statements  constitute  ** outrageous  slandei/' 
and  are  ''vindictive,"  ''slanderous,"  and  "misleading."  (Pt.  7,  pp. 
538,  578,  583.) 

Mr.  Milton  E.  Ailes:  This  gentleman's  honorable  life  story  J  shall 
have  occasion  to  hereafter  briefly  refer  to.  Comptroller  Williams, 
testifying  before  this  committee,  refers  to  him  as  "this  individual," 
stating  that  on  "criticism  from  that  particular  source"  he  forbears 
further  comment,  although  he  shortly  thereafter  again  refers  to  Mr. 
Ailes  as  one  who  "put  out  a  silly  storv  without  the  least  foundation." 
(Pt.  7,  pp.  542,  545,  and  566.)  '  ^ 

Mr.  J.  J.  Darlington:  Dean  of  the  Washington  bar,  according  to 
Mr.  Williams,  ' '  was  pretty  hard  up  if  he  had  to  take  up  the  time  of 
the  committee  with  his  statements  with  regard  to  the  request  for 
an  extention  of  the  Riggs  Bank  chartei,"  and  referring  to  a  state- 
ment which  Mr.  Darlington  told  this  committee  Gov.  Cornwell,  of 
West  Virginia,  had  made,  the  comptroller  says,  "  Personally  I  do  not 
believe  Mr.  Cornwell  said  it."     (Pt.  8,  p.  637.) 

Officers  of  the  Riggs  Bank:  As  regards  these,  Mr.  Williams  says 
that  their  statements — which,  by  the  way,  were  under  oath — made 
to  the  controller  were  "wholly  misleading,  untrue,  and  utterly 
without  foundation";  that  these  officers  "equivocated,  dodged,  and 
avoided  a  frank  and  proper  reply";  that  they  were  guilty  of  "twists 
ing,  and  turning,  and  side-steoping,  and  ducking,  and  dodging." 
He  deliberately,  despite  a  public  trial,  a  prompt  verdict,  and  a  dis- 
missal unon  that  verdict  of  the  charges  against  three  of  the  Riggs 
Bank  officers  in  a  Federal  court,  comes  before  this  committee  and 
tells  it — mark  you,  I  am  using  his  words — that  the  affidavit  made 
by  Mr.  Glover  and  the  Messrs.  Flather  in  the  equity  case  is  a  "per- 
jured affidavit."     (Pt.  8,  pp.  592,  594;  pt.  9,  p.  657;  and  pt.  8,  p.  595.) 

Editorials  criticizing  him  are  described  by  Mr.  Williams  as  edi- 
torials "viciously  attacking  me."     (Pt.  7,  p.  578.) 

Unidentified  newspaper  men,  who  apparently  have  sent  their  news- 
papers press  stories  regarding  Comptroller  Williams  which  were  not 
commendatory,  the  comptroller  tells  the  Senate  committee,  are  evi- 
dently "cheap  and  obscure  hangers-on  in  journalism  who  assailed 
me."     (Letter  of  Aug.  12,  p.  21 .) 

The  majority  party  in  Congress  is  made  the  object  of  this  slur- 
ring reference  by  Mr.  Williams: 

Judging:  from  the  reports  of  proceedings  in  the  present  House  thus  far  there  is  a 
readiness  to  take  up  everything  in  the  way  of  an  investigation  of  the  present  admin- 
istration that  may  be  suggested.     (Pt.  5,  p.  445.) 

And  this  honorable  committee  does  not  entirely  escape,  for  the 
comntroller  berates  it  for,  as  he  charges,  having  allowed  "the  in- 
justice which  is  done  me  when  irresponsible  men,  without  any  evi- 
dence whatsoever  to  support  their  charges,  are  permitted  to  come 
here  in  the  guise  of  witnesses  ancK  make  statements  which  thej*  know 
are  false."     (Pt.  5,  p.  449.) 

Mr.  Hogan :  I  will  not  weary  you  with  more  than  just  a  very  few  of 
the  numerous  denunciations  of  me,  and  only  do  so  that  I  may  not  be 
charged  with  endeavoring  to  escape  from  the  company  of  the  ca^ 
luminated.     On  two  pages  of  the  record  Mr.  Williams  six  times  uses 
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tbe  word  ** false''  or  the  word  ** untrue''  with  respect  to  my  static 
ments.  About  Mr.  Hogan  you  are  informed  that  he  has  been  guilty 
of  making  attacks  in  ' ' a  willful  and  maUcious  manner  " ;  that ' *he  has 
misstateo  and  distorted''  and  stated  with  **falsity  and  unfairness** 
matters  in  the  record,  and  his  statements  are  described  as  "untrue,'' 
'^unfair,"  '* misleading,"  "disingeneous,"  "loose,"  ** maliciously  un- 
true," ** obviously  false,"  ''wholly  unwarranted  and  luitrue,"  **uiifair- 


and  misleading  ui  the  extreme,"  '^obviously  fictitious  and  untrue, 
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second,"  and  a  **pei-son  whose  [)urpose  has  been  to  swain]>  the  record 
with  a  conglomeration  of  distortions  and  untruths."  (Pt.  G,  p.  473: 
pt.  7,  pp.  5.38,  545,  547,  505,  5(i7,  5()9;  pt.  7,  pp.  5S1,  585,  587,  592,  .594. 
607,  016;  pt.  10,  pp.  708,  Senate  Hearings.) 

It  has  been  said  that  John  Skelton  Wilhams  is  teniperanientally 
unfit  to  hold  an  oflice  of  the  quasi  official  character  of  Comptroller  of 
the  Currency.  In  view  of  the  exhibition  of  himself  by  himself  be- 
fore this  committee,  is  not  that  a  mild  statement  of  an  obvious  fact? 

Senators,  it  would  almost  seem  that  the  unrestrained  and  intem- 
perate attacks  on  every  citizen  who  either  here  or  elsewhere  had  dared 
to  criticize  this  public  official  indulged  in  by  Mr.  Williams  before  this 
committee  had  sufficiently  broken  through  the  bonds  of  proprietr 
and  decency,  without  the  necessity  of  his  having  subsequently,  in  hK 
letter  dated  August  12,  1919,  which  I  have  already  describeil  to  the 
committee,  stooped  to  an  attempt  by  insinuation  to  besmirch  the 
memory  of  the  dead.  Because  of  the  reference  which  Mr.  WiUiams 
saw  fit  m  that  letter  to  make  to  the  late  lamented  R.  Ross  Perr>',  I  ask 
you  to  bear  with  me  while  I  tell  you  just  a  little  about  ^fr.  Perry. 

R.  Ross  Perry  had  reached  the  age  of  70  years.  For  a  quarter  of  a 
century  he  was  a  leader  of  the  Washington  bar  and  was  associated 
with  most  that  was  best  in  our  community  life.  Within  the  last  10 
years  of  his  life  he  was  one  of  three  indisputable  leaders  of  the  bar. 
Words  can  not  adequately  describe  the  [)urity  of  his  ])ersonal  and 
professional  character.  As  a  lawycM*  and  a  man  he  wa^  a  paraoH)n  of 
honor;  his  professional  stan<lards  w(M'e  worthy  of,  and  wero  pointed 
out  for,  emulation  by  the  younger  members  of  the  bar;  his  personal 
honesty  and  high  code  of  morals  constituted  an  example  by  w  hich  the 
most  scruoulous  could  well  be  guided. 

lie  was  that  sort  of  lawyer  whowse  ])rofessional  recor<l  was  followed 
by  those  who  wanted  to  reach  the  very  pinnacle  of  that  honorable 
profession:  and  in  his  i^Tsonal  life  there  was  no  tinge  of  criticism, 
nothing  as  regards  which  he  would  have  sought  to  escape  full  pub- 
licity. If  you  want  to  contemphite  an  almost  i^erfect  Hian  and  the 
very  best  pi(!ture  of  the  most  lionorable  of  lawyers,  all  you  have  to 
do  is  to  contemplate  the  life  story  of  R.  Ross  Perry.  I  said  that  he 
had  attained  the  age  of  70  years.  About  three  years  before  his  death 
he  became  the  victim  of  an  incurable  malady.  He  suffered  from  a 
progrej?sive  bladder  and  ])rostate  gland  trouble:  but  at  that  time  he 
had  obligated  himself  to  appear  as  trial  counsel  in  what  was  knovn 
in  local  court  procedure  as  the  Hutcliins  will  case.  Over  two  year? 
passed  after  he  had  undertaken  that  obUgation  before  he  was  called 
upon  to  fulfill  it,  and  then  his  physical  condition  was  such  he  shouM 


NOMINATION   OF   JOHN   SKELTON    WILLIAMS.  849 

never  have  s^one  into  court,  but  his  sense  of  obligation  was  such  that 
he  (lid.  It  turned  out  that  Mr.  Perry  thereby  became  a  participant 
in  the  most  protracted  and  the  most  gruelling  (»ivil  contest  ever  fought 
in  our  courts;  five  months  elapsed  from  the  day  the  jury  was  swoni 
until  its  verdict  was  rendered,  and  Mr.  Pen-y  left  the  trial  table 
phvsically  a  broken  man. 

That  was  in  April,  191,).  Shortly  thereafter  he  had  an  unfortunate 
accident  which  resulted  in  the  breaking  of  one  of  his  legs.  He  be- 
came convinced  that  he  was  destined  to  be  a  cripple  during  the  re- 
mainder of  his  life.  He  mentally  protested,  after  so  vigorous  and 
useful  a  life,  b(»c()ming  a  useless  invalid  and  a  care  to  others  in  his 
old  ago.  And  so,  in  July,  1915,  he  ended  his  life,  and  thus  in  the 
eternal  sleep  found  relief  from  physical  suffering,  and  a  refuge  from 
the  fear  of  a  crippled  old  age.  Mr.  Perry  had  been  for  many  years  a 
director  of,  and  senior  counsel  for,  the  Riggs  National  Bank. 

Senators,  that  briefly  and  inadequately  is  a  picture  of  R.  Ross 
Perry's  real  character,  and  the  true  narrative  of  the  cause  of  his 
demise.  The  public  press,  announcing  his  tragic  death,  stated  the 
facts  which  lea  to  it,  so  that  no  man  in  this  community  could  have 
ascribed  to  Mr.  Perry's  act  any  other  reason.  There  was  in  his  con- 
nection with  the  Riggs  Bank  no  matter  under  investigation  or  sub- 
ject to  criticism. 

And  vet,  John  Skelton  Williams  sends  to  this  committee  this  docu- 
ment, dated  August  12,  1919,  in  which  he  says  (p.  14): 

Of  the  18  men  who  were  directors  of  the  Riggs  National  Bank  in  December  of  1914, 
when  the  inveatieation  be^an,  5  are  dead.  One  a  director,  who  waA  also  the  senior 
counsel  of  the  bank,  died  under  peculiarly  tragic  circumstances  during  the 
investigation. 

The  innuendo  is  unoscapable;  the  insinuation  is  as  false  as  it  is  vile. 
The  man  who  desperately  seeks  at  your  hands  his  confirmation  in  a 
high  public  office,  not  content  with  slandering  the  living,  ghoul-like 
invades  the  sanctity  of  the  tomb  and  defames  the  honored  and  hon- 
orable dead. 

Now,  I  ask  the  distinguished  Members  of  the  United  States  Senate, 
regardless  of  party,  to  pass  judgment  upon  the  man  who  will  make 
that  sort  of  thing  part  of  his  propaganda. 

The  **perjury^ca8e:  The  next  thing  I  call  your  attention  to.  Sen- 
ators, is  the  *' perjury'*  case. 

First,  to  present  dearly  to  your  minds  the  known  flimsy  character 
of  that  persecution; 

Second,  to  show  you  by  demonstration  that  it  started  with  and  was 
conducted  by  the  comptroller  and  those  associated  with  him;  and 

Third,  to  show  you  hy  contemporaneous  evidence  that  the  charge 
that  I  made  here  that  the  officers  of  the  Riggs  Bank  could  have 
avoided  indictment  if  they  had  resigned,  was  not  only  true,  but  was 
published  under  the  very  eye  of  the  comptroller  at  the  time  of  the 
mdictment. 

First.  We  will  be  aided  in  seeing  the  unjustifiable  character  of 
this  now  infamous  prosecution  by  considering  who  were  the  men 
subjected  to  it.  Mr.  Charles  C.  Glover  is  in  his  seventy-second 
year.  He  is  the  grand  old  man  of  Washington.  Since  the  death 
of  the  lamented  Crosby  Noyes  he  has  been  concededly  the  first  citi- 
z(Mi  of  the  Nation's  Capital.     Even  after  he  passes  over  into  the  land 
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from  which  no  man  roturnotli  ihorc  will  stand  in  this  community  th'» 
monuments  to  his  sple.i(li<l  liiV.  It  has  hoen  frequently  seriousiv 
su^ested  that  Potomac!  I*ark,  thai  play^ound  of  the  j>eople,  nowsi* 
easily  acei^ssible  to  all,  should  prooerly  he  known  as  "*  Glover  Park/' 
hocauso  of  his  coas^^^*ss  eTorts  lo  nave  it  established.  He  was  fore- 
most among  those  who  brought  about  the  estahlishmont  of  Rock 
Creek  Park,  now  a  thing  of  national  pride.  Tlie  Aldrich-Vree'and 
currency  law  was  due  to  Mr.  (ilovers  untiring  efforts,  more  than 
even  to  the  men  \vlio  voted  for  it,  and  one  of  yom*  own  colleagues  on 
this  committee,  Senator  Owen,  and  another  eollea^uo  in  your  IkmIv. 
Senator  Underwood,  can  testify  ho'v  he  threw  asicTe  the  penjocution 
under  which  he  and  his  bank  were,  in  August,  1914,  and  labored  in- 
cessantly with  them  to  niak(»  more  elastic  and  to  expand  emergency 
currency,  wliich  saved  us  irom  a  panic. 

Of  Mr.  William  J.  Flather  all  1  need  say  is  that  all  his  hfe  bis 
been  spent  hi  this  community;  that  he  entered  the  Riggs  Bank  as« 
boy,  and  is  there  to-day;  and  that  before  his  eyes  he  can  over  earn- 
the  testimony  of  a  now  dead  ex-President  to  his  life  character. 

Mr.  Henry  H.  Flather  started  in  the  Riggs  Bank  cleaning  its  floors 
and  mounted  step  by  step  to  the  position  of  cashier. 

All  men  knew  these  things  before  these  men  were  indicted. 

What  was  the  indictment  for  ^  It  was  based  on  an  affidavit  signed 
by  Messrs.  Glover,  Flather,  and  Flather,  and  filed  in  the  equity  suit 
of  the  Riggs  Bank  against  the  comptroller  on  May  20,  1915;  th»t 
affidavit  is  set  forth  in  full  on  pa|:e  10  of  the  communication  of 
August  12,  1910,  aildressed  by  Mr.  Williams  to  the  chairman  of  this 
committee.  By  it  the  affiants  stated  that  the  Riggs  National  Bank 
never  at  any  time  bought  or  sold  any  stock  whatever  from  or  through 
the  firm  of  Iit^wLs  Johnson  &  Co.,  and  that  the  Riggs  National  Bank 
never  at  any  time  made  a  short  sale  of  stock  to  or  through  Lewis 
Johnson  &  Co.  In  May,  1915,  almost  immediately  after  the  affidavit 
in  question  was  present^tHl  to  the  equity  court,  a  uuestion  2irose  as 
to  a  possible  imsinterpretation  of  its  language,  tliat  there  might 
be  drawn  from  it  the  inference  that  neither  the  bank  nor  its  officers 
had  ever  acte<l  in  the  capacity  of  agents  or  brokers  to  make  pur- 
chases of  stock  for  others,  and  there  and  then,  before  any  court 
had  passed  on  the  matter,  before  there  could  have  been  possibly  any 
one  misled,  in  open  court,  the  drawer  of  the  affidavit  told  the  c*)urt 
exactly  what  that  affidavit  meant  and  explained  awaj"  the  erroneous 
inference  which  might  arise  from  one  interpretation  of  it,  tx^  such  an 
extent  that  the  court  publicly  stated  that  he  knew,  and  that  every- 
body in  the  District  of  Columbia  knew,  that  the  drawer  of  that  aiffi- 
davit  would  not  mislead  the  court.  I  refer  now  to  the  equity  pro- 
(^eechngs.  In  order  that  you  might  have,  and  that  your  colleagues 
on  the  floor  of  the  Senate  might  nave,  the  full  purport  of  this  thing, 
let  me  say  to  voii  that  the  Assistant  Attorne}'  General,  at  the  sul)se- 
ciuent  criminal  court  trial,  by  his  questions  in  substance  conceded 
tliat  if  the  word  "itself  had  been  in  that  affidavit  there  could  not 
have  been  even  a  pretext  for  an  imhctment:  ui  other  words,  that 
where  the  affidavit  stated  that  the  Riggs  National  Bank  had  not 
bought  stock,  if  tlu*  affidavit  had  roal  that  **th(»  Riggs  National 
Bank  itself"  had  not  bought  stock,  there  would  not  have  betMi  any 
indictment. 
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ExcerpU  that  I  produce  here  from  the  record  in  the  equity  pro- 
ceedings and  the  record  in  the  criminal  court  proceedings  are  suh- 
mitted  in  proof  of  the  statements  that  1  have  just  made. 

On  pages  423  and  424,  preliminary  proceedmgs  in  the  equity  case, 
after  Senator  Joseph  W.  Bailey,  of  counsel  for  the  bank  in  that  case, 
had  submitted  this  afHdarit — for  it  was  submitted  to  the  court  by 
Senator  Bailey — a  colloquy  arose  during  the  course  of  which  Mr. 
Untermyer,  of  counsel  for  Mr.  Williams  and  his  codefendant,  Mr. 
McAdoo,  said  to  Senator  Bailey,  '*Do  you  want  to  withdraw  the 
statement  of  this  affidavit,  too  ?  Whereupon,  in  open  court,  in  the 
widest  publicity,  the  following  occurred: 

Mr.  Hog  AN.  I  think,  in  fairness  to  Senator  Bailey,  it  ought  to  be  stated  that  I  drew 
that  affidavit,  and  I  drew  it  in  response  to  hearsay  evidence  from  books  we  know 
nothing  al)out,  and,  with  great  deference  and  in  response  to  Mr.  Untermeyer's  sug- 
gestion, I  say  that  every  word  in  that  affidavit  is  proper.  It  is  submitted  for  sucn 
consideration  as  it  deserves  from  the  court,  and  like  anj'  other  piece  of  evidence 
it  will  be  considered  only  so  far  as  the  court  feels  it  is  proper.  But  upon  my  respon- 
sibility, not  only  to  the  bank  but  as  an  officer  of  this  court,  I  drew  that  affidavit,  and 
T  stand  by  it,  and  I  think  every  part  of  it  should  be  considered  if  there  is  to  be  con- 
sidered the  hearsay  entries  in  a  book  which  we  never  saw  and  which  were  bundled 
in  here  in  the  way  presented  to  your  honor  yesterday.  ♦  *  ♦  But  your  honor  will 
give  to  those  entries  and  to  this  affidavit  only  such  weight  as  you  think  they  are 
creditably  entitled  to,  and  when  ^Cr.  Untermyer  asks  me  if  I  want  to  withdraw  it, 
I  want  the  record  to  show,  first,  that  the  Senator  did  not  draw  the  affidavit;  second, 
that  T  drew  it;  third,  ih&t  I  furnished  the  information  to  my  clients  on  which  they 
made  that  statement  on  information  and  belief;  and,  lastly,  that  I  stand  by  it.  Mr. 
Untermeyer  will  not  misunderstand  that.    (Vol.  2,  Riggs  Bank  case,  pp.  423-424.) 

That  was  May  20,  1915,  four  months  before  the  indictment  was 
procured. 

The  very  next  day  after  that,  in  the  equity  preliminary  proceed- 
ings, there  was  presented  by  Mr.  Untermyer,  what  is  now  Known  and 
what  is  already  in  the  record  here  as  the  Lammond  affidavit,  and  on 
that  date,  May  21,  1915,  in  open  court,  with  respect  to  the  Glover- 
Flather  affidavit,  on  pages  547  and  548  of  the  equity  record,  you  will 
find  this: 

The  Court.  It  may  be  that  the  Riggs  National  Bank  had  not  a  particle  of  interest 
in  the  ultimate  outcome  of  a  single  transaction  that  was  shown  on  Lewis  Johnson  & 
Co.'s  books.  I  do  not  know.  But  I  gathered  from  that  affidavit  that  it  was  intended 
to  convey  to  the  court  that  if  an  account  in  the  nan^e  of  the  Riggs  Bank  stood  on  the 
books  of  Lewis  Johnson  &  Go.,  the  bank  did  not  know  that  to  be  the  fact. 

Mr.  UooAN.  That  is  not  what  it  says,  and  I  now  take  this  opportunit>r  to  correct 
that  impression,  because  what  it  says,  or  what  it  intended  to  say  and  what  it  intended 
to  convey,  by  inference  from  the  language  used  was  this,  that  if  it  shows,  or  if  it  pur- 
ported or  intended  to  show,  that  the  Riggs  National  Bank  had  made  this  character 
of  sales  and  there  were  any  entries  that  could  be  so  characterized,  then  those  entries 
were  false. 

The  Court.  Then  the  affidavit  should  have  stated  what  it  is  that  is  on  the  books 
of  Lewis  Johnson  &  Co. ;  that  there  is  an  account  in  the  name  of  the  RifiKs  National 
Bank,  but  it  was  for  other  purposes  than  the  profit  of  the  Riggs  National  Bank. 

Mr.  11  GO  AN.  I  thought  that  was  the  inference  carried  from  it,  and  I  wish  to  say 
to  your  honor  now  that  that  was  the  inference  intended  to  be  carried  from  it. 

The  Court.  I  have  this  much  confidence  in  you,  Mr.  Uogan,  to  say  for  publication 
that  I  do  not  believe  you  for  a  minute  would  undertake  to  mislead  tms  court. 

Mr.  Untermyer.  Nor  do  we  believe  we  intimated  it. 

The  Court.  Nobody  in  the  District  of  Columbia  would  say  Mr.  Hogan  would 
undertake  to  mislead  the  court. 

Mr.  Untermyer.  Your  honor  did  not  understand  me  as  implying  it? 

The  Court.  Oh,  no;  not  at  all. 
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I  did  not  read  that,  Senators,  as  any  certificate  of  character  for 
myself:  I  read  it  to  show  you  that  in  5ilay,  1915,  when  every  effort 
had  heen  made  hy  the  Comptroller  of  the  Currency,  even  to  the  ex- 
tent of  having  gotten  permissi<>n  from  the  Department  of  Justice  to 
employ,  before  thLs  equitv  suit  was  ever  brought  or  contemplated, 
LouLs  I).  Brandeis,  of  Boston,  as  his  counsel  in  Kigps  Bank  matters- 
when  every  olfort  had  been  made  to  get  something  that  could  tie 
an  indictment  against  Riggs  Bank  officers  on — as  a  last  resort,  and 
only  futile  hope,  flimsy  tw  it  was,  they  used  this  affidavit,  concern- 
ing which,  four  months  before  in  open  court  the  possibility  that  the 
judge  n)ight  be  n\isled  by  a  misinterpretation  of  language,  had  not 
only  been  explicitly  avoided,  but  the  court  had  publicly  acquitted 
the  one  who  had  used  the  language  in  the  afhdavit  that  was  made 
the  subject  of  the  subsequent  pretended  prosecution,  of  ever  having 
thought  of  n>isleading  the  court :  and  Mr.  I'ntermyer,  who  appeared 
before  you  here,  disclaimed  even  the  desire  to  intimate  it. 

Mr.  Chairiiian,  when  I  la.st  appeared  before  this  ctimuiittee,  3'ou 
yourself  asked  that  there  be  put  into  the  record  the  dat4»,  witnout 
putting  the  articles  in,  so  as  not  to  encumber  the  record,  of  press 
articles  published  in  Washington  ne\\'spapers  around  the  time  when 
1  testified  that  it  was  generally  reported  an  indictment  was  con- 
templated. May  17  to  May  22,  1915,  were  the  dates  when  the  equitv 
suit  prelinvinary  hearing  was  c<)nductod  in  Mr.  Justic^e  McCoy's 
court.  May  2S,  1915,  the  Washington  Herald  published  the  fact 
that  an  indictn^ont  of  the  Ri^gs  officers  was  rumored.  May  2S,  1915, 
the  Washington  Time^  published  the  fact  that  the  di.strict  attorney 
had  issued  subpa^iaes  to  the  n.em]>ers  of  the  firm  of  Lewis  Johnson 
&  (V).  for  the  pioduction  in  his  ofUce  of  the  books  and  reconis  of  that 
firn  in  John  l)oe  proceedings;  and  Mav  29,  1915,  the  Washington 
Tin  OS  published  an  article,  clearly  indicating  that  it  came  from 
ofik'ial  sources,  which  gave  verl)atim  copies  of  the  Glover- Flather 
affidavit,  and  the  counteraffidavit  of  Lammond. 

With  tlu^»c  dates  in  mind,  and  the  further  fact  that  the  indictment 
was  not  procured  until  ()ct()])er  1,  1915,  may  I  now  call  your  attention 
to  a  thing  which  1  think  worthy  of  puttinjj  into  the  record  in  full.  Mr. 
J.  J.  Darlington  never  had  anv  connection  with  the  Riggs  Bank  or 
its  officers  imtil  1916.  Mr.  William  G.  Johnson,  another  vorv  eminent 
leading  attorney  here,  also  never  had  any  connection  prior  to  the 
criminal  proceedings  in  the  fall  of  1915,  and  subsetjuently,  with  the 
Riggs  National  Bank,  or  any  of  its  ofFicers,  in  his  capacity  as  an 
attorney,  \^^len  the  newspap(»r  stated  that  there  was  contenipluietl 
an  atten>pt  to  indict  the  l)ank  officers  on  the  affidavit  alreaav  de- 
scribed, 1  selected  Mr.  Darlington  and  Mr.  Johnson  as  typicariead- 
ing  lawyers,  having  no  connection  with  the  matter  in  any  wav,  and 
submitted  the  whole  lecord  to  them  for  their  opinion  as  ti>  wliether 
or  not  there  was  anything  about  that  affidavit  on  which  to  btt^e  a 
charge  of  perjury:  those  gontlen^en  rendered  separate  opinions  in 
writing.  vSo  that  there  could  be  no  possible  excuse  for  anyone  pro- 
curing an  indictment  because  of  the  mere  quibble  over  legan  termi- 
nology. 1  caused  to  be  {published  in  the  Washington  newspapers 
of  May  :n,  1915,  those  opinions;  that  publication  was  made  when  the 
local  ])apers  were  publishing  reports  that  indictments  would  be 
sought,  and  when  National  Bank  Examiner  Trimble,  under  Mr.  Wil- 
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liams^s  direction,  was  searching  for  evidence  on  which  to  base  indict- 
ments. Every  newspaper  in  Washington  published  these  opinions  of 
Ml*.  J.  J.  Darlington  and  Mr.  William  G.  Johnson,  and  the  Post,  in 
evident  recognition  of  the  weight  that  the  legal  eminence  of  these 
gentlemen  gave  their  conclusions,  published  the  opinions  verbatim. 
Months  before  the  indictments  were  procured,  therefore,  these  things 
were  known. 

The  Chairaian.  Have  you  a  copy  of  the  opinions  there? 

Mr.  Hog  AN.  I  have  it  here  in  my  bag.  Would  you  like  it  inserted, 
sir  ? 

The  Chairman.  I  certainly  would. 

Mr.  HoGAN.  I  will  give  it  to  the  reporter,  sir. 

The  Chairman.  Yes;  any  time. 

Mr.  HoGAN  (addressing  reporter).  Insert  it  right  there. 

[Tbo  Washington  Post  May  31, 1915] 
Deny  False  Oath  by  Riogs*  Officers, 
stock  deals  on  personal  account  admrtted,  says  counsel — made  facts  clear 

IN   COURT. 

Reports  current  during  the  last  week  that  John  E.  Laskey,  United  States  attorney 
for  the  District,  was  conducting  an  inquiry  into  the  stock  transactions  appearing  on 
the  books  of  the  bankrupt  firm  of  I^wis  Johnson  &  Co.  in  the  name  of  the  Riggs  Na- 
tional Bank  occasioned  an  explanatory  statement  from  the  bank's  counsel  last  night. 

bank's   COUNSEL   EXPLAINS. 

The  statement  was  prepared  b^r  former  Senator  Bailey  and  Frank  Hoean,  and  is  in 
effect  a  restatement  of  toe  position  of  the  bank  in  connection  with  this  matter  as 
presented  to  Justice  McCoy  by  Mr.  Hogan  during  the  hearing  recently  on  the  bank's 
application  for  an  injunction  against  the  Treasury  Department  officials.  However, 
Messrs.  Bailey  and  Hogan  in  again  presenting  their  argument  last  night  that  the 
apparent  transactions,  as  shown  on  the  brokerage  concern's  books,  were  not  transac- 
tions of  the  bank  offered  the  supporting  testimony  of  two  prominent  members  of 
the  local  bar,  J.  J.  Darlington  and  William  G.  Johnson,  each  of  whom  declared  that 
the  affidavit  to  this  effect  presented  in  court  was  not  only  not  subject  to  prosecution 
but  not  open  to  criticism  of  any  kind. 

CrTK   LEGAL   OPINIONS. 

The  statement  of  Messrs.  Bailey  and  Hogan,  together  with  the  opinions  of  Messrs. 
Darlington  and  Williams,  follows: 

"Apropos  of  the  publication  made  in  an  afternoon  paper  here  yesterday  to  the  effect 
that  the  district  attorney  is  conducting  an  investigation  of  me  stock  transactions 
appearing  on  the  books  of  Lewis  Johnson  <&  Co.  in  the  name  of  the  Riggs  National 
Bank,  counsel  for  the  bank  made  the  following  statement: 

"Since  the  issues  presented  by  the  suit  instituted  by  this  bank  were  submitted 
to  the  court,  neither  the  officials  nor  the  counsel  of  the  bank  have  deemed  it  proper 
to  issue  any  statement.  The  publication  of  the  affidavit  submitted  to  Justice  McCoy 
at  the  hearing,  signed  by  Charles  C.  Glover,  president;  Williwn  J.  Flather,  vice 
president;  and  Henry  H.  Flather,  cashier  of  the  bank,  together  with  the  affidavit 
of  W.  Morris  I^mmond,  formerly  bookkeeper  of  T^ewis  Johnson  &  Co.,  makes  appro- 
priate the  following  brief  statement: 

NOT   BANK  TRANSACTION. 

The  Riggs  National  Bank  never  bought  or  sold  stock  for  its  own  account  in  connec- 
tion with  Lewis  Johnson  &  Co.  For  years  the  officers  of  the  bank,  on  behalf  of  indi- 
vidual customers  and  at  times  on  their  own  behalf,  transacted  the  purchases  and 
sales  of  stork  through  local  brokers  having  New  York  Stock  Exchange  connections, 
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among  which  was  the  finn  of  Lewis  Johnson  &  Co.  There  was  never  any  concetl- 
ment  about  the  transactions  thus  conducted,  and,  therefore,  never  any  intention,  in 
court  or  elsewhere,  to  deny  their  existence.  Year  after  year  natioxud-bank  exam- 
iners have  repeatedly  examined  the  books  of  the  bank,  which  clearly  exhibited  the 
course  of  these  transactions  conducted  by  the  bank  ofhcials  in  their  individual  ci^MKr- 
ity,  in  mo^t  instances  for  customers  and  in  some  cSLse»  for  themselvee;  prior  to  the 
pending  litigation  repeated  reports  made  by  the  bank  to  the  Comptroller  of  the  Cur- 
rency mformed  his  office  precisely  how  customers  had  been  accommodated  in  the 
makmg  of  their  investments  since  the  bank's  oi^nization.  At  the  hearing  before 
Justice  McCoy,  Mr.  Samuel  Untermyer  implied  that  the  Riggs  National  Bank  bid 
bought  and  sold  stock  for  its  own  account.    Xo  such  transaction  had  ever  taken  place. 

To  meet  that  charge  the  affidavit  made  by  Mr.  Glover  and  the  Ikfeasrs.  Flather  wis 
filed.  The  aflidavit  did  not  deny,  and  was  not  meant  to  deny,  that  there  were  no 
tran/iactions  between  the  officers  of  the  bank  and  the  firm  of  Lewis  JohnM)n  A  Co.. 
but  it  did  deny  the  bank  itself  had  dealt  in  stocks,  and  counsel  for  the  bank  explicitly 
declared  in  open  court  that  this  was  the  purpose  of  the  affidavit.  There  was  no  pos- 
sibility of  misinterpreting  or  misunderstanding  the  affidaWt  while  the  court  hearii^ 
was  still  in  progress  and  before  any  decision  of  the  court  on  any  of  the  issues  had  bees 
rendered. 

In  view  of  rumors,  subsequent  to  the  trial,  that  the  affidavit  was  questioned,  and 
in  order  that  the  directors  of  the  bank  might  be  fully  informed,  Fnmk  J.  Hogan,  of 
counsel  for  the  bank,  some  days  ago  procured  opinions  from  two  of  the  leaders  of  the 
Washington  bar,  J.  J.  Darlington  and  William  G.  Johnson,  each  of  whom  sa^-s  tiiat 
the  affidavit  is  not  only  not  the  subject  of  prosecution,  but  is  not  open  to  criticism 
of  any  kind. 

OPINION    BY   MR.    DARLINGTON. 

'The  opinions  rendered  are  as  follows: 

•    May  26,  1915. 

"  'My  Dear  Mr.  Hogan:  I  have  considered  as  carefully  as  1  could  in  the  abort 
time  I  could  give  to  the  subject  to-day  your  inquiry  whether,  in  my  opinion,  the 
alle^tion  in  the  affidavit  of  Messrs.  Glover,  Flather  &  Flather  of  May  19,  1915,  that 
the  Kiggs  National  Bank  "never  at  any  time  bought  or  sold  any  stock  whatever  from 
or  through  the  firm  of  Lewis  Johnson  &  Co.,''  can  form  the  subject  oif  a  successful 
criminal  proceeding. 

"  'The  clause  of  tne  affidavit  in  question  is  open  to  one  or  the  other  of  the  following 
constructions: 

''  *(a)  That  the  bank  never  at  any  time,  on  its  own  account,  bought  or  sold  any 
stock  whatever  from  or  through  the  firm  of  Le\^is  Johnson  <&  Co. ;  or 

*'  *  (6)  ITiat  the  bank  never  at  any  time,  either  on  its  own  account  or  as  agent  for 
other  persons,  bought  or  sold  any  stock  whatever  from  or  through  the  firm  of  Lewis 
Johnson  &  Co. 

*'  '  A  statement  that  the  former  of  these  constructions  was  that  which  was  intended 
by  the  affidavit  was  made  at  the  time  of  its  presentation  to  the  court  and  leave  obtained 
to  file  it,  as  appears  at  pages  425-26  of  the  stenographic  record  of  the  heating— thfii 
statement  of  the  sense  in  which  the  language  was  used  being  made  by  youiself,  the 
attorn 3y  who  dre  a'  it  and  b}r  w'l)  n  it  wa?  pro'33Tit3d  t3  the  affiants. 

'*  Mt  is  an  elementary  principal  in  both  ci^'il  and  criminal  law,  and  especially  in 
the  latter,  that  words  are  to  be  taken  in  an  innocent  rather  than  in  an  illegal  and 
especially  rather  than  in  a  criminal  sense,  where  they  are  open  to  two  constructiom, 
I  am  of  opinion  that,  on  this  ground,  the  clause  of  the  affidavit  in  question  must  be 
taken  as  referring  to  transactions  by  the  bank  on  its  own  account,  and,  assuming  the 
statement  to  be  true  in  that  sense,  the  affidavit  not  only  is  not  the  subject  of  a  success- 
ful cri  ninal  prosecution,  but  is  not  open  to  just  criticism  or  censure  of  any  kind. 
The  fact  that,  as  stated,  its  presentation  t<^)  the  court  was  accompanied  by  a  statement 
of  record,  of  the  purpose  for  which  and  the  sense  in  which  it  was  offered,  would  be 
strongly  corroborative  of  this  \iew  and  should,  in  my  opinion,  of  itaelf  be  decLave  of 
the  question. 

"  *Upon  each  of  the  principles  above  stated,  I  am  of  opinion  that,  if  the  bank  never 
bought  or  sold  stock  on  its  own  account  from  or  through  the  firm  of  Le\»is  Johnson  A 
Co.,  the  allegation  of  the  affida^'it  in  that  respect  is  not  open  to  just  criticism  and  c«^ 
tainly  not  to  criminal  prosecution. 
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•'*The  above  considerations  would  apply  equally  to  the  succeeding  clause  of  the 
affidavit,  that  the  bank  never  at  any  time  made  short  sales  of  stock  from  or  through 
Lewis  Johnson  &  Co. 

*"That  the  affidavit  was  understood  by  the  Government  itself,  through  its  counsel, 
in  sense  (a),  and,  therefore,  in  the  sense  to  which,  in  my  opinion,  it  is  not  open  to  any 
charge  of  falsity  if  the  bank  did  not  buy  or  sell  stocks  on  its  own  account,  is  apparent 
from  the  following  extract  from  the  argument  of  Mr.  Untermyer,  at  page  620:  "It 
^the  bank)  was  doing  an  open  stock  brokerage  business,  and  it  has  not  denied  it  and 
it  can  not  deny  it." 

•'*J.  J.  Darlington."' 

OPINION    OF    W.    O.    JOHNSON. 

'"May  26,  1918. 

***!  have  given  very  careful  consideration  to  the  question  of  the  proper  inter- 
pretition  of  the  affidavit  of  Messrs.  Charles  C.  Glover,  William  J.  Flather,  and  Henry 
-  H.  Flather,  executed  May  19, 1915,  and  filed  in  equity  cause  No.  33360,  Riggs  National 
Bank  v.  John  Skelton  Williams,  comptroller,  et  al. 

"*I  had  the  benefit  of  hearing  most  of  the  discussion  over  this  affidavit  at  the  time 
it  was  offered  to  the  court,  and  subsequently,  when  its  verity  was  attempted  to  be 
assailed  by  Mr.  Untermyer,  including  the  observations  of  the  court. 

"'I  have  also  had  the  benefit  of  being  present  at  the  full  discussion  of  the  matter 
between  you  and  Mr.  Darlington  to-day. 

'"In  my  opinion,  the  statement  in  the  affidavit  that  the  Riggs  National  Dank  never 
bought  or  sold  any  stock  whatever  from  or  through  the  firm  of  Lewis  Johnson  &  .Co., 
and  never  made  a  short  sale  of  stock  through  that  firm  is  insusceptible  of  extension  to 
a  denial  of  any  act  except  transactions  of  that  nature  on  its  own  account  for  its  own 
benefit,  in  which  it  was  the  owner  selling,  or  became  the  owner  by  purchase,  in  its 
own  corporate  right;  or  was  in  its  own  corporate  right  interested  in  the  avails  of  a  short 
sale,  and  that  the  terms  of  the  affidavit  can  not  be  construed  as  extending  to  such  pur- 
chases or  sales,  if  any  such  were  made  by  it,  as  the  agent  or  broker  of  any  person  or 
•  corporations. 

BOOK    ENTRIES   UNIMPORTANT. 


(<( 


If,  as  I  assume,  the  statement  in  the  affidavit  as  thus  construed  be  true,  no  con- 
viction of  false  swearing  could  possibly  be  based  upon  it,  whatever  the  bank  may 
have  done  as  agent  or  broker  for  others. 

*"A  moment *s  reflection  must  convince  any  lawyer  that  if  the  Rjggs  National  or 
any  of  its  officers  had  received  my  money  to  purchase  stock  for  me  from  Lewis  Johnson 
&  Co.,  no  amount  or  character  of  book  entries  or  forms  of  desding  between  them  could 
prevent  my  showing  the  true  nature  of  the  transactions,  that  the  bank  or  its  officers 
were  my  agent  and  that  the  stock  was  my  property  and  not  the  banks. 

'"William  G.  Johnson.'" 

The  Chaibman.  Those  opinions  probably  contain  a  clear  state- 
ment of  the  alleged  perjury  contained  in  the  affidavits  ? 

Mr.  HoGAN.  Exactly. 

The  Chairman.  And  what  the  Government  claimed  the  error 
was,  and  the  opinion  of  the  counsel  as  to  whether  it  was  an  indict- 
able offense  or  not,  is  what  I  want  to  get  into  the  record  somewhere. 

Mr.  HooAN.  I  will  put^hem  in  here,  sir. 

The  Chaibman.  Yes. 

(The  newspaper  article  and  opinion  have  been  inserted  in  the 
record  above.) 

Mr.  Hogan.  And  that  by  counsel  who  though  they  were  subse- 
quently in  the  criminal  case  months  afterwards  were  at  that  time 
selected;  first,  because  of  their  eminence;  second,  because  of  their 
ability:  third,  because  of  their  integrity;  and,  fourth,  because  of 
their  absolute  impartiality,  as  they  had  nad  no  connection  with  the 
matter. 
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Now,  as  to  the  evidence  of  the  astounding  fact  that  the  absence  of 
the  word  **itsclf''  was  put  forth  as  an  excuse  for  the  indictment: 
In  the  course  of  the  cross-examination  of  myself  conducted  for  the 
prosecution  by  Assistant  Attorney  General  Fitts  during  the  criminal 
court  trial  the  following  questions  were  propounded  and  answers 
made  as  shown  bv  the  record  of  the  proceedings  on  that  trial,  pages 
1401-2: 

Que^tioD.  Did  you  explain  to  them  (the  affiants)  that  the  meaniu^  of  that  affidavit 
was  simply  that  the  bank  had  not  bought  and  sold  stock  for  itself? 

Answer.  I  did. 

Question.  Then  why  did  you  omit  the  word  *'itself ''  from  the  affidavit? 

Answer.  Because  I  don't  consider  that  it  ought  to  bo  there.  I  oonsidor  when  I 
say  the  Higgs  National  Bank  did  not  buy  stock  that  that  has  only  one  meaning.  I 
know  the  meaning  of  the  word  ''buy/'  and  it  means  to  acauire  title  for  caeh  to  a  thing. 
The  word  ''sell''  means  to  pass  title  for  cash  to  a  tning  as  distinguished  from 
"exchange.'* 

Question.  That  is  your  explanation  of  why  you  did  not  put  the  word  ** itself  "  in? 

Answer.  Exactly.     I  thought  ft  would  be  mere  surplusage.     I  still  think  so. 

Question.  Then  that  affidavit  represents  your  constructive  work  of  what  you  think 
a  truthful  affidavit  ought  to  be?  * 

Answer.  Yes;  or,  taking  all  these  facts  together,  the  conclusion.  What  those  fact* 
present  I  put  in  that  affidavit. 

Question.  And  you  think  an  affidavit  with  words  that  carry  its  ordinarj'  meaning 
left  out  is  sufficiently  clear? 

Answer.  I  do  not  think  so.  1  think  that  the  ordinar>'  meaning  of  those  words  is 
that  affidavit  bear  but  one  construction. 

Question.  It  seems  that  a  difference  of  opinion  has  arisen  about  that. 

-Vnswer.  Exactly.  As  I  said  before,  it  shows  how  easy  it  is  to  miBinterpret  a  writtn 
pa]>er. 

So  we  have  from  the  Govenunent's  attorney,  in  the  foregoing,  the 
substantial  admission  that  three  citizens  of  standing  were  subjected 
to  indictment  because  of  a  quibble  over  whether  the  word  '*  itself" 
should  have  been  in  an  affidavit,  so  as  to  make  it  read  "the  Rig© 
National  Bank  itself  did  not  buy  stock,"  when  in  fact  the  affidavit 
read  *^the  Riggs  National  Bank  did  not  buy  stock,"  and  the  further 
showing  that  these  men  were  indicted  because  of  a  difference  of 
opinion  regarding,  or  misinterpretation  of,  the  wording  of  a  paper 
filed  by  counsel  in  a  civil  suit.  Is  it  not  plain  that  the  indictiDCDt 
resulted  because  that  civil  suit  had  been  brought  against  the  Comp- 
troller of  the  Currency'^  Is  it  conceivable  that  upon  such  a  pretext 
an  i;ndictment  would  have  be^n  procured  if  the  affidavit  in  question 
had  been  filecl  in  a  litigation  between  ordhiary  individuals  i 

Comptroller  Williams  has  told  you  in  his  testimony  here  that  this 
is  a  '*pei;jured  affidavit,"  and  takes  the  position  that  the  <lefense  to  it 
was  not  that  it  was  true  but  that  it  was  dra^n  by  counsel  and  sgned 
bj  the  bank  officers  under  the  advise  of  counsel.  The  record  suffi- 
ciently answers  this.  Early  in  1916  when  the  officers  of  the  Rifig 
National  Bank*  who  had  been  indicted  were  earnestly  seeking  a  tml, 
and  were  meeting  with  delays  from  the  Government's  representatives, 
we  filed  a  motion  in  court  for  a  bill  of  particulai"s  and  for  a  prompt 
trial.  That  motion  came  on  for  hearmg  April  7,  1916,  and  on  page 
72  of  the  record  of  the  criminal  court  proceedings  it  will  be  found 
that  Mr.  James  B.  Archer,  assistant  district  attorney,  in  the  course 
of  his  remarks,  said: 

We  have  known  that  there  has  been  a  newspaper  compaij^n,  natural  or  inspired, 
undertaking;  to  show  that  the  swearin);  to  this  affidavit,  which  is  tho  subject  of  thw 
case,  was  an  accident. 
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And  immediately,  in  open  court,  counsel  for  the  defendants  said — 
and  this  thing  was  published  in  every  newspaper,  so  the  comptroller 
must  know  it — 

Mr.  Hor.AN.  If  your  honor  please,  the  statetneut  has  just  been  made  by  counsel  for 
the  Government,  in  at)solute  deliance  of  the  Court  of  Appeals*  opinion  rendered  in  the 
case  ^  Fulton  v.  United  States, "just  last  week,  that  a  newspaper  campaign  has  been 
carried  on — I  assume  he  means  by  these  defendants  or  their  counsel — undertaking  to 
disseminate  in  this  conmiunity  the  idea  that  the  swearing  by  Mr.  Glover  am4  the 
Measrs.  Flather  to  this  affidavit  was  an  accident. 

ThJit  statement  is  as  utterly  untnic  as  any  statement  that  c  ould  possibly  fall  from 
the  lips  of  man.  There  has  not  only  been  no  attempt  to  say  to  this  court  or  to  this 
community  that  that  affidavit  was  swom  to  by  accident,  but  as  the  judicial  records  of 
this  court  show  that  I  drew  that  affidavit,  I  deny  and  refute  the  insinuation  coming 
from  a  sworn  officer  of  the  Government  ttat  those  men  or  the  drafter  of  the  affidavit 
would  stand  in  any  court,  or  any  community,  and  claim  that  thing  an  accident. 

As  the  district  at;torney  sat  in  this  court  when  Mr.  Justice  Mc<.'oy  presided  and  heard 
how  that  affidavit  was  drawn,  his  assistant  could  have  no  possible  warrant  for  his 
statement.  I  say  here,  now,  that  no  more  deliberate  act  was  ever  done  by  human 
being  than  the  act  of  the  gentlemen  who  swore  to  that  affidavit,  or  the  ac  t  of  the  mem- 
l)er  of  this  bar  who  drew  that  affidavit. 

That  was  before  the  trial,  Senators.  Was  there  any  dodging, 
ducking,  or  side-stepping — if  I  may  use  the  ring-side  parlance  of 
the  honorable  Comntrolle'r  of  the  Currency — in  that  statement  to 
the  court  i  I  repeat,  that  statement  was  pubUcly  made  about  what, 
despite  an  ouen  trial  and  acquittal  of  the  makers,  Mr.  Williams 
here  again  calls  a  '* perjured  affidavit,''  and  tells  you  that  the  makers 
were  acquitted  only  because  I  took  the  responsibility. 

I  had  stated  in  the  equity  proceedings  that  the  mere  drafting 
of  the  affidavit  was,  of  course,  hurriedly  done.  It  was  hurriedly 
dictated  in  the  midst  of  a  trial,  and  it  took  only  a  few  minutes 
to  dictate  it.  So,  when  the  trial  on  the  indictment  was  on,  Mr. 
Assistant  Attorney  General  Fitts,  specially  assigned  to  conduct 
on  behalf  of  the  prosecution  that  remarkable  trial,  elicited  by  cross- 
examining  me,  while  I  was  on  the  witness  stand  for  the  defense, 
the  following,  which  is  taken  from  pages  1371,  1372,  and  1374  of 
the  record  in  the  criminal  proceedings,  the  questions  being  by  Mr. 
Fitts,  representing  the  Government,  and  the  answers  being  by 
myself: 

Cross- Examination  by  Mr.  Fitts: 

Question.  You  say  you  stand  by  this  affidavit? 

Answer.  1  do. 

Question.  And  that  it  was  prepared  by  you? 

Answer.  It  was. 

Question.  You  stated  here  in  this  court  room  to  Justice  Mc(k)y  on  the  hearing  on 
the  forenoon  gf  the  21st  of  May,  1915,  that  this  affidavit  had  been  hurriedly  prepaied, 
<lid  vou  not? 

Answer.  I  did  use  that  expression.  In  explaining  what  migb.t  be  the  reason  for 
mLsunderstanding,  I  siid  that  in  the  hurried  drafting  of  the  affidavit,  the  hurried 
preparation  of  the  affidavit,  I  might  have  been  unfortunate  in  conveying  the  wrong 
inference. 

Question.  Do  you  deny  that  you  stated  on  that  occasion  that  it  had  Iwen  hurriedly 
prepared? 

Answer.  I  have  already  said  what  I  stated,  and  I  stand  by  it. 

QueHion.  What  is  that? 

.\nswer.  That  in  the  hurried  drafting  of  this  affidavit  I  might  have  used  language 
whi<"h  conveye<l  a  wrong  inference  to  his  honoris  mind. 

Quo=»tion.  And  on  the  forenoon  of  April  8,  1916,  here  in  this  same  court  room,  you 
i3too<i  hero  and  said,  did  you  not.  that  no  more  delil>erate  a^^t  was  ever  prepaied  by 
human  hand? 
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AiiHWor.  Exactly,  and  I  said  just  that  to  this  jury  five  minutee  ago,  and  repeat  it 
now. 

Qiiotion.  You  claim  that  both  of  those  are  true? 

Anfxwer.  Absolutely  true.  It  took  one  minute  to  dictate  that.  That  ia  a  matter oi 
hurry  in  u:iing  language,  the  act  of  getting  that  up  was  perfectly  delil^rate.  It  wtf 
the  result  of  a  year  of  gathering  fa(  ts.    *    *    * 

Question.  You  do  not  claim,  then,  that  that  tells  the  truth  on  the  face  of  it? 

Antswor.  Of  <;our8e  it  do(,»8.     I  not  only  claim  it,  but  nobody  would  dispute  it.- 


You  have  been  told  by  Mr.  Williams,  in  eflfect,  that  the  defi 
was  not  that  the  aflidavit  was  true,  but  the  defense  was  that  ^ 
defendants  could  eseaj  e  bc^eause  they  acted  on  advice  of  counsel 
Here  is  the  record  showing  what  was  said  to  the  jury  on  the  trial, 
from  which  you  will  see  that  the  defense  was  truth.  On  page  1374, 
([uestion  b}^  Assistant  Attorney  (jeneral  Fitts,  answer  by  myself, 
referring  to  the  aflidavit: 

Question.  You  do  not  claim,  then,  that  that  tells  the  truth  ou  the  faic  of  it? 
Answer.  Of  course  it  does.     I  not  only  claim  it,  but  nobody  would  dispute  it. 

On  pages  1400-1402  the  following  testimony  was  given,  the  ques- 
tions being  by  Mr.  Fitts,  the  answers  by  myself: 

Question.  Did  you  explain  txi  Mr.  William  J.  Flather  that  aflidavit  was  to  be  used 
to  meet  the  situation  ^hat  had  been  presented  by  the  Uennctt  a(Hda\'it  and  its  «- 
hibit«? 

.VuBWcf.  No,  I  did  not.     I  explained  to  him  precisely  the  contrary. 

Question.  You  did? 

Answer.  1  explained  to  him  that  that  affidavit  was  to  he  usetl  to  lucct  what  1  had 
uiHlerstood  Mj;.  Untermyer's  statement  to  l)e  after  recess. 

Question .  Did  you  understand  that  it  was  necessary  to  meet ,  by  pleiading  in  a  cautt. 
the  mere  statements  of  counsel? 

Ansii'e^.  I  understock  that  in  that  case  a  statex^nt  which  (*arried,  that  infer»cf 
should  be  met  by  that  aliidavit.    At  least,  I  thougnt  it  advisable. 

Que:jtion.  And  you  deny  that  you  prepared  that  affidavit  to  meet  the  Bennett 
alfidavit  and  its  exhibits? 

Answer.  I  al>solutelv  denv  it.  If  I  had  done  that,  I  wouhl  have  prepared  it  before 
May  17. 

Question.  You  stand  ))ythat? 

.\nal^'e^.  You  bet  I  do. 

Question.  And  it  would  take  a  niirac  Ic  to  (  hango  that? 

.VnHwer.  Yes,  it  would. 

Question,  Did  you  (»xplain  to  them  that  the  meaning  of  that  aftiftavit  wa>  simply 
that  the  bank  had  not  bought  and  sold  stock  for  itself? 

Answer.  I  did. 

Quo3tion.  Then  why  did  you  omit  the  word  "itself"  from  the  affidavit? 

Anawer.  He  -ause  I  don't  consider  that  it  ought  to  be  there.  I  consider  when  1  s«i) 
the  Riggs  National  Hank  did  not  l)ny  sto(  k,  that  that  has  only  one  meaning.  I  know 
the  meaning  of  the  word  "buy."  It  means  to  acquire  title  for  cash  to  a  thing.  The 
word  'sell"  means  to  part  with  title,  for  cash,  to  a  thing,  a«  distingiiishiHl  from 
*'ex<  hange." 

Question.  That  is  your  explanation  of  why  you  did  not  put  the  word  '•iieelf "  in* 

Answer.  Kxa  tl>.     I  thought  it  would  be  mere  surplusage.     I  still  think  so. 

(Juo^tion.  Then  that  affidavit  represents  your  construe  five  work  of  what  you  think 
a  trutnful  affidavit  ought  to  be? 

Answer.  Ye^;  or,  taking  all  of  these  facts  together,  the  conclusion.  Wliat  thocf 
facts  present  I  put  in  that  aflidavit. 

Question.  And  you  think  an  affidavit  with  words  that  carry  its  ordinary  meaning 
left  out  is  sufficiently  clear? 

Answer.  I  don't  think  so.  I  think  that  the  ordinary  meaning  of  those  words  in 
that  affidavit  bear  but  one  construction. 

Question.  It  seems  that  a  difference  of  opinion  has  arisen  about  that. 

Answer.  Exactly.  As  I  .said  before,  it  shows  how  easy  it  is  to  misinterpret  i 
written  paper. 
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On  pages  1418-1419  the  testimony  continues: 

Question.  At  the  time  you  prepared  that  affidaWt  for  these  defendants  to  aijBfn,  did 
you  know  that  it  was  the  custom  of  the  Rirjqjfl  National  Bank  through  its  ofRcers  an^l 
cnplove?^  to  enter  a  oredit  in  the  pass  book  of  Lexis  Johnson  <fe  Co.  with  the  RicrcF 
.S^ational  Bank  ui)on  the  receipt  at  tne  bank  of  advises  from  Lewis  Johu.son  &  Co.  that 
the  stock  had  been  purchased  for  the  account  and  risk  of  that  bank? 

Answer.  I  knew  that  when  the  bills  came  in  for  stock  bought,  it  was  the  custom 
to  treat  that  as  a  deposit  and  credit  Lewis  Johnson  &  Co.  I  knew  just  what  is  shown 
here  in  evidence  by  the  United  States  was  the  way  these  transactions  were  carricnl 
on;  yes. 

Question.  You  knew  that  those  advices  came  to  the  Ris^gs  National  Bank  advifiuK 
it  that  those  purchases  had  been  made  for  its  account  and  risk? 

Answer.  I  knew  the  form.  I  had  never  seen  the  advices  actually  addressed  to  the 
bank.  For  several  years  they  had  been  put  on  a  form,  and  I  knew  tne  wording  of  that 
form  of  advice. 

Q"je3tion.  You  knew  the  money  wsis  passed  to  the  credit  of  Lewis  Johnson  &  Co. 
and  was  available  to  them  before  the  stock  certificates  were  actuallv  received  at  the 
bank? 

Answer.  Yes;  I  knew  that  accommodation  was  extended  to  Lewis  Johnson  &  Co.. 
and  incidentally  the  customers. 

Question.  And  in  the  face  of  that  you  had  the  defendants  swear  to  what  is  contained 
in  this  aflidavit? 

Answer.  Yes.  It  was  absolutely  true.     Why  shouldn't  I? 

Question.  You  still  contend  it  is  true? 

Answer.  No  doubt  about  it  in  mv  mind.  I  never  contemplated  for  a  moment  that 
such  a  preposterous  thing  as  an  indictment  would  be  predicated  on  that  afl[ida\nt. 

Question.  Amone;  other  things  that  Mr.  William  J.  Flather  asked  just  before  hv 
8i«^ed  that  aflidavit  that  afternoon  or  evening  was  whether  it  would  be  safe  to  sign  th*^ 
affidavit,  did  he  not? 

Answer.  He  did  not  ask  me  anything  of  the  kind. 

Question.  Did  he  not  ask  you  whether  it  would  be  uerjur^-^  to  sign  it? 

Answer.  Of  course  not.     If  he  had  T  would  have  tola  him  no,  but  he  did  not  ask  it 

Question.  He  did  not? 

Answer.  No;  he  did  not.  Such  a  thing  was  never  suggested.  As  I  told  you  a  few 
moments  ago,  t  did  not  think  it  was  possible  for  anybody  to  suggest  that  that  aflidavit 
was  perjury,  much  less  charge  it. 

The  above  was  the  testimony  presented  to  an  American  jury.  The 
issue  was  square  cut  and  manfully  met.  The  charge  was  that  the 
affidavit  was  false.  The  defense  was  that  the  affidavit  was  true.  The 
charge  fell.  The  defense  was  upheld.  When  I  last  appeared  before 
this  committee  I  in  detail  tola  you  how  the  defenciants  were  ac- 
quitted— the  vindication  and  the  ovation  which  was  given  them.  I 
nee<l  not  repeat  it  now. 

Have  I  not  now  shown  you  the  utterlv  inexcusable  and  the  pitiably 
flimsy  character  of  the  charge  on  which  the  so-called  perjury  prose- 
cution was  founded  and  the  undoubted  acauittal  of  the  hank's  officers 
on  the  merits  of  the  case?  What  do  you  tnink,  Senator  Henderson — 
do  not  express  it  now,  but  when  you  come  to  pass  upon  this  thing — 
of  the  procuring  of  an  indictment  on  a  charge  of  perjury  based  upon 
the  question  of  the  construction  of  language  in  a  legal  document, 
used  in  a  civil  suit,  drawn  by  counsel  in  tl;at  suit,  and  signed  by 
clients  under  counseFs  advice,  and  explained  immediately  when  there 
was  some  question  raised  about  its  construction  ?  Is  it  not  too  plain 
for  argument  that  such  an  indictment  was  based  on  the  personal 
animus  of  the  Government  official  whose  hostility  dictated  the  desire 
to  use  the  power  of  the  Government,  of  which  he  wns  a  part,  against 
the  men  indict4*d  ? 
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When  Mr.  Dnrlinglon  miulo  his  statomont  to  this  committee,  whicii 
will  bo  fouml  in  n.*^rt  2,  pfloros  163-170  of  those  hoprino^*,  Sonat'^'' 
Henderson  nskod  him  whether  or  not  at  the  time  the  bank's  offic^Tv 
were  demB-ndinir  «  tT-ial  of  the  porjniy  eharsre  against  him  and  wen* 
meeting  with  opposition  in  jijettinjj  it  the  loeal  court  dockets  were 
crowded.  Tliey  were.  Tliey  hrtve  fllwnys  been.  But  there  were 
two  crirainj^l  courts  »it  tliJ«^t  time,  and  one  of  them  -was  he<»rin?  civil 
cpses.  For  montlis  i^fter  this  indictment  was  procured — ^for  the  ^t- 
fondants  were  not  able  to  ol)tain  a  tri»^l  for  more  th*»n  seven  month? 
after  the  indictment  was  file<l — municipal  court  appeal  cases  am! 
thinp?  of  that  sort  were  being  heard  in  criminal  court  Xo.  2;  tbr 
law  designates  two  branches  of  our  court  as  criminal  courts;  wlusj 
criminal  cases  are  not  being  tried  in  what  is  known  »s  criminfll  court 
Xo.  2  that  court  is  used  as  a  sort  of  *^  waste  basket"  for  miscellaneous 
matters,  and  it  was  hearing  these  petty  civil  cases  when  we  were 
incessantly  knocking  at  the  door  for  a  trial.  It  took  loss  than  one 
day  before  the  graiul  jury  to  procure  the  indictment;  it  took  seven 
months  for  the  prosecuting  olliccis  to  consent  to  a  trial  under  the 
indictment:  it  took  the  Government  more  than  two  weeks  to  present 
on  the  trial  the  evidence  on  which  it  relied  to  support  the  indict- 
ment thus  expeditiously  obtained  and  thus  so  slowly  brought  to  tri<»l. 

The  ovenvhelming  force  of  the  acquittal  of  the  Riffs^  Bank's 
ofTicers  is  attempted  to  be  lessened  by  Mr.  Williams  in  his  already 
refcTred  to  communication  to  the  ch*iirman  of  this  committee,  dateJl 
August  12,  1919,  in  which  he  charges  that  counsel  for  ^Nfr.  Flather 
had  refused  to  permit  him  to  ''incriminate'^  himself  and  else  that 
documentary  evidence  which  would  have  established  the  guilt  of  the 
bank's  officei-s  had  been  destroved.  I  shall  not  approp  iately  charac- 
tcize  either  of  these  charges  here.  I  shall  be  content  to  allow  the 
facts  to  speak  for  themselves. 

On  May  28,  1915,  a  few  days  after  the  close  of  the  prelimin^rr 
arguments  in  th(»  equity  case,  while  that  case  was  pending,  and 
while  the  newsppp(»rs  carried  reports  of  a  threatened  cTiminal  prose- 
cution, Mr.  Wdliams  brought  irom  Chicago  National  Bank  Exam- 
iner Sherill  Smith;  he  was  not  satisfied  with  the  progress  beiag 
made  by  the  local  bank  examiner,  Mr.  James  '^Frimble;  as  I  have 
already  said,  this  Mr.  Smith  was  supposed  to  he  keen  as  a  cr«s- 
examiner;  so  Mr.  Williams  l)rought  this  Chicago  examiner  here,  and 
sent  him  into  tlie  Riggs  Bank,  and  he  put  the  officers  under  oath 
and  started  to  ask  those  officers  to  turn  over  to  Mr.  Williams,  first, 
tlie  evidence  that  wo  wore  going  to  use  in  our  equity  suit;  and. 
second,  the  prpc^i-s  pertaining  to  the  Lewis  Johnson  &  Co.  transac- 
tions upon  which  they  hoped  to  predicate  an  indictment.  As  a  law- 
yer for  the  bank,  having  charge  of  the  ponding  litigation,  and  as 
coimsel  for  the  bank's  officers,  who  by  rumor  were  thus  threatened, 
I  told  Mr.  Smith  that  anything  ho  wanted  with  regard  to  the  affairs, 
the  condition,  of  the  bank,  of  coui^so  ho  was  entitled  to;  but  that 
he  could  not  go  in  there  and  got  out  of  us  the  evidence  in  our  defense 
in  these  cases  unless  I  could  have  from  an  appropriate  Government 
officer  assurance  that  it  was  not  to  be  used  as  evidence  in  any  c^ise. 

Now,  Senator  Henderson — of  course,  I  do  not  expect  you  to  an- 
swer now — but  you  are  a  lawyer,  you  have  had  experience  in  mv 
profession — would  you,  or  any  otlicr  decent  lawyer  charged  witl> 


NOMINATION   OF  JOHN   SKELTON   WIIXTAMS.  8ftl 
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cases  of  that  kind  at  that  time,  have  done  anything  else  ?  Mark,  you 
I  did  not  use  a  word  about  incriminating  himself;  there  is  not  a 
word  in  my  statement,  which  you  will  find  quoted  on  pages  3  to  5 
of  this  pretended  letter  from  the  comptroller  to  the  chairman  of  this 
committee,  dated  August  12,  1919,  in  which  I  told  Mr.  Flather  or 
anybod}''  else  that  he  should  not  answer  on  the  ground  he  might 
incriminate  himself;  not  the  slightest  suggestion  of  that  from  me, 
but  the  statement  that  unless  and  until  we  were  assured  they  were 
not  simply  trj'ing  to  dive  into  our  papers  for  evidence  in  these  cases, 
I  was  not  going  to  permit  him  to  answer.     That  is  all. 

Yesterday  you  were  told  by  Mr.  Williams  that  I  could  not  show 
one  single  statement  ever  made  by  him  that  was  not  absolutely  true. 
I  turn  directly  to  pages  12  and  13  of  this  letter  of  his  of  August  12, 
1919.  When  I  la^t  appeared  before  this  conunittee  I  showed  that 
in  March,  1915,  the  Kiggs  Bank  had  received  a  letter  from  the 
comptroller  asking  it  to  report  what  bank  records  had  been  destroyed, 
and  directing  the  bank  not  to  destroy  any  records;  and  then  I  read 
from  the  sworn  statement  of  the  bank*s  officers,  in  which  they 
informed  the  comptroller  that  no  bank  records  had  been  destroyea, 
and  no  bank  records  would  be  destroyed. 

By  reference  to  pages  11  to  13  of  the  Williams  August  12,  1919, 
communication  you  will  find  a  black-face  type  headmg,  of  Comp- 
troller Williams^s  composition,  reading: 

Bank  destroys  incriminating  evidence,  though  Hogan  falsely  declares  to  Senate 
committee  bank  had  ne^'er  done  so. 

ReaUy,  Senators,  I  can  not  characterize  that  statement  without 
using,  what  I  will  not  use  here,  a  short  and  ugly  word. 

On  May  28,  1915,  after  we  had  completecT  the  preliminary  argu- 
ments in  the  equity  case,  before  that  case  was  at  issue,  and  after  in 
open  court  we  had  said  to  the  court  that  the  case  was  going  to  be  tried 
on  its  merits,  at  which  time  all  of  the  evidence  to  substantiate  the 
bank's  charges  would  be  produced,  find  after  the  local  newspapers  had 
indicated  that  an  attempt  was  going  to  be  made  to  indict  Riggs  Bank 
officers — in  that  situation,  with  a  civil  case  pending  and  a  criminal 
case  threatened,  Mr.  Williams  sent  to  the  Riggs  Sank  Mr.  James 
Trimble,  national  bank  examiner,  and  Mr.  Sherrill  Smith,  national 
bank  examiner,  with  a  corps  of  assistant  bank  examiners,  to  get 
the  papers  relating  to  stock  transactions  with  Lewis  Johnson  &  Co., 
as  a  preliminary  to  the  then  threatened  indictment,  which,  as  I 
hav(»  already  shown  you,  was  then  a  matter  of  local  press  report. 
When  these  emissaries  of  Mr.  Williams  arrived  at  the  bank  the  bank^s 
officers  were  summoned  into  the  board  room,  put  under  oath,  and 
there  occurred  what  Mr.  Williams  has  set  out  on  pages  12  and  13  of 
his  August  12,  1919,  letter,  as  follows: 

Mr.  HooAN.  Mr.  blather,  Mr.  Smith  wants  to  know  if  there  is  any  book  kept  in  the 
bank,  or  any  books  kept  in  the  bank,  in  which  there  were  entered  a  record  of  any  of 
the  transactions  of  punrhases  of  stock  or  anything  else  with  Lewis  Johnson  &  Co.? 

Mr.  W.  J.  Flather.  Let  me  understand  this,  just  what  the  question  is? 

Mr.  Hogan.  Are  there  books,  or  did  the  bank  keep  any  books,  in  which  they  entered 
the  transactions — did  the  bank  or  its  officers  or  anybody  connected  with  it  Keep  any 
books  in  which  were  kept  a  record  of  the  purchases  of  stock  which  you  made? 

Mr.  W.  J.  Flather.  We  have  an  order  book  Uiere.     Is  that  what  you  refer  to? 

Examiner  Smith.  That  would  contain  orders  and  sales? 
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Mr.  W.  J.  Flatheu.  That  would  contain  order-*  and  sales. 

Examiner  Smith.  Orders  and  sales? 

Mr.  W.  J.  Fl.\ther.  Yes;  purchases  and  sales.  ' 

Examiner  Smith.  That  book  has  been  kept  all 

Mr.  W.  J.  Flather  (interru]>tinK).  I  do  not  know  how  long  it  wa?  kept. 

Mr.  HooAN.  It  will  show  for  itself. 

Examiner  Smith.  He  said  there  is  a  book,  and  I  was  going  to  aak  if  there  was  one  or 
several? 

Mr.  W.  J.  Flather.  There  is  a  book  in  which  the  orders  for  the  purchase  andnle 
of  stocks  and  bonds  have  been  entered.    Is  that  what  you  want  to  know? 

Mr.  Uo(iAN.  Yes;  there  is  such  a  book? 

Mr.  W.  J.  Flather.  Yes;  there  is  such  a  book. 

Mr.  HoGAN.  Are  there  more  than  one  of  that  kind? 

Mr.  W.  J.  Flather.  Yes;  I  think  there  are.  I  think  there  are  two  books.  $k 
there  not? 

Mr.  Glover.  1  don't  know. 

Examiner  Smith.  That  is,  two  books,  or  probablv  three?  I  mean  a  book  like  that 
has  been  kept  continually  for  the  purpose  of  reconling  purchases  and  sales  or  orden. 
as  you  call  tnem? 

Mr.  W.  J.  Flather.  Yes;  which  have  been  kept.  I  can  not  say  that  that  is  • 
complete  book,  Mr.  Smith. 

Mr.  Hog  AN.  Is  that  all  >rou  have? 

Mr.  W.  J.  Flather.  It  is  all  we  have. 
*  «  *  «  «  «  « 

P^xaminer  Smith.  How  about — I  will  address  this  remark  generaUy,  because  I  <k 
not  know — or  I  can  ask  each  separately.  How  about  the  confirmation  slips  of  par- 
chases  and  sales  sent  to  the  bank  by  I^wis  Johnson  &  Co?    Are  those  filed? 

Mr.  W.  J.  Fl.\ther.  Filed,  you  say? 

Examiner  Smith.  Yes. 

Mr.  W.  J.  Flather.  There  may  be  some  of  them  in  the  office,  Mr.  Smith,  hull 
do  not  know  that  they  were  filed. '  They  were  frequently  put  on  the  spindle,  aBOlher 
orders  for  drafts  and  the  like  of  that.  There  may  oe  some  of  them  in  tube  office.  I  d» 
not  know. 

Examiner  S.mith.  Do  you  mean 

Mr.  W.  J.  Flather  (interrupting).  They  were  not  kept  for  any  time. 

Examiner  Smith.  Not  kept  at  all,  you  mean? 

Mr.  W.  J.  Fl.^ther.  No;  they  were  not  considered  of  any  value. 

Examiner  Smith.  Were  they  just 

Mr.  W.  J.  Flather  (interrupting).  They  were  put  on  the  spindle  and,  from  tim* 
to  time,  like  other  waste  paper,  they  were  thrown  away. 

Examiner  Smith.  They  were  never  permanently  filed? 

Mr.  \V.  J.  Flather.  S'o. 

Examiner  Smith.  So  there  is  no  complete  file  of  them? 

Mr.  \V.  J.  Flather.  No,  sir. 

Examiner  S.mith.  You  usually  handled  these  transactions,  didn't  you.  Mr.  H.  H 
Flather.  with  1/ewis  Johnson  &  Co.? 

Mr.  H.  II.  Flather.  Well,  do  you  mean  by  giving  the  orders  or  receiving 

Examiner  Smith  (interrui)ting).  Yes;  giving  the  orders  and  recreivinp  the  chectsflr 
the  notices. 

Mr.  H.  H.  Flather.  I  gave  a  good  many  of  the  orders. 

Having  thus  quoted,  Mr.  Williams  said: 

This  furnishes  only  cumulative  evidence  of  Mr.  Hogan's  complete  disr<^:ard  ol 
truth.  The  record  sliows  that  the  purchases  and  sales  notices  whicn  were  sent  tolbf 
bank  and  which  the  hank  destroyed  were  in  the  name  of  the  Higgs  National  Bttk 
and  addressed  to  the  bank  as  such*.  The  purchasers  had  been  made  by  I^wis  Johnson 
&  Co.  for  the  bank  and  credited  by  the  bank  on  the  passbook  of  Lewis  Johnson  &  Co.. 
and  the  brokerage  firm  paid  the  bank  by  check  for  the  proceeds  of  the  sales  of  the  stock 
as  bold. 

On  page  118  we  find  the  following  statement  was  made  before  vour  committee  bv 
Mr.  Hogan  on  July  10,  1919: 

'MR.    HOa.\N'8    FALSE   AND   SWEEPING    DENIAL. 

''1  want  to  say,  while  I  am  looking  for  this,  that  during  the  entire  existence  of  tbf 
Kiggs  National  Hank  none  of  its  records  were  ever  destroyed.  No  one  had  evff 
intimated  that  any  of  its  records  had  been  or  would  be  destroyed.  There  was  ne^'W 
any  reason  for  destroying  its  records." 
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Mr.  Hogfan's  foregoing  statement  is  proved  by  the  testimony  of  the  bank  ofBcials 
quoted  above  to  have  been  untrue — ^and  was  knowingly  false — for  Mr.  Hogan  had 
Deen  present  in  May,  1915,  when  the  officers  of  the  bank  excused  themselves  from 
producing  those  notices  reporting  the  purchases  and  sales  of  stocks  on  the  ground 
that  they  had  been  destroyed — in  fact,  Mr.  Hogan  had  prompted  or  directed  these 
officers  in  their  replies  during  their  examination. 

Allow  me,  Mr.  Chairman,  to  impress  upon  your  committee  the  extremely  sugges- 
tive fact  the  those  notices  which  the  bank's  officers  claim  were  destroyed  were  the 
very  documents  which  would  have  aided  in  establishing  the  guilt  of  Mr.  Hogan's 
particular  client,  Mr.  H.  H.  Flather,  the  bank's  cashier,  in  connection  with  the 
criminal  transactions  with  the  customers  of  the  bank. 

The  last  paragraph  I  have  just  read  is  all  italicized. 

Senators,  first,  those  papers  were  not  destroyed;  second,  John 
Skelton  Williams  knew  they  were  not  destroyed ;  third,  those  papers 
were,  within  a  few  days  after  Mr.  Flather  made  the  above-quoted 
statement,  found  to  have  been  kept  in  the  basement  of  the  Riggs 
Bank;  fourth,  from  May,  1915,  to  October,  1915,  those  very  papers 
.  which  Comptroller  Williams  here,  with  almost  inconceivable  lalsity, 
tells  you  were  destroyed  in  order  to  conceal  ''incriminating  evi- 
dence,'' were  almost  daily  in  the  possession  of  and  under  the  exami- 
nation of  the  National  Bank  Examiner  Trimble  and  his  assistants, 
working  under  the  immediate  personal  direction  of  and  reporting 
daily  to  John  Skelton  Williams:  fifth,  those  papers  were  produced 
in  open  court  by  the  counsel  for  the  bank  in  the  criminal  trial  for 
alleged  perjury,  and  day  after  day,  one  by  one,  the  Lewis  Johnson  & 
Co.  notices  oi  sales  and  purchases  and  bills  covering  purchases  of 
stocks  were  publicly  handed  to  the  district  attorney  when  he  called 
for  the  same  to  be  used  in  evidence.  A  table  in  the  open  courtroom 
was  covered  with  the  papers  that  Mr.  Williams  now  says  had  prior  to 
that  time  been  destroyed  in  order  to  suppress  ''incriminatmg  evi- 
dence.'' I  produce  here  and  exhibit  to  you  more  than«  thousand  of 
those  very  papers,  and  I  hand  each  of  you,  Senators,  for  personal 
examination,  examples  of  these  papers,  llie  local  newspapers,  during 
the  criminal  court  proceedings,  commented  on  the  fact  that  it  ap- 
peared at  times  that  Mr.  Hiogan,  of  counsel  for  the  defense,  was 
assisting  the  district  attorney,  so  promptly  were  papers  furnished. 

Senator  Henderson.  Are  those  papers  referred  to  in  that  state- 
ment just  read  ? 

Mr.  Hogan.  Yes-  precisely;  not  only.  Senator  Henderson,  not  only 
were  they  producea  m  court,  but  Mr.  James  Trimble,  national  bank 
examiner,  who  has  been  in  this  room  during  these  hearings,  between 
May,  1915,  and  October,  1915,  examined  in  the  board  room  of  the 
Riggs  National  Bank  every  one  of  these  papers,  and  every  one  of  them 
bore  in  green  pencil  a  number  placed  on  them  by  Mr.  James  Trimble, 
or  one  of  his  assistants,  which  number  corresponds  with  the  number 

E laced  by  Mr.  Trimble,  or  one  of  his  assistants,  on  the  transcript  of 
lewis  Johnson  &  Co.'s  ledger  accoimts,  showing  the  same  transac- 
tions. Mr.  Trimble,  reporting  daily  to  the  comptroller,  spending 
months  with  his  assistants  going  through  every  one  of  these  papers, 
not  only  found  them,  but  marked  them^  may  I  show  you,  Senator 
Henderson,  the  little  mark  on  them  ?  Those  little  marks  there,  the 
green  marks  were  put  there  by  one  of  the  bank  examine!  s,  not  by  us. 
That  there  may  be  no  possibility,  however,  that  Mr.  Williams  did 
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not  know  that  these  advice  slips  were  not  thrown  away,  as  Mr.  W.J. 
Flather,  without  opportunity  to  examine  into  ihe  matter,  had  appar- 
ently tnought  they  were  when  he  answered  Bank  Examiner  Smith 
on  May  28,  1915,  I  invite  your  attention  to  the  further  fact  that  in 
May,  1916,  the  United  States  district  attorney — ^mark  you,  this  wast 
year  after  Mr.  Williams  says  these  documents  had  been  destroyed, 
and  had  been  destroyed  because  they  were  "incriminating  eTi- 
dence" — issued  a  subpoena  to  Mr.  Ailes,  vice  president  of  the  a^ 
Bank,  calling  upon  him  to  bring  into  court  these  very  papers,  vwoi 
subpoena  expressly  specified  them,  and,  of  course,  iJtie  only  way  the 
district  attorney  could  have  specified  them  was  by  usin^  the  informa- 
tion regarding  their  possession  by  the  bank,  wmch  imormation  the 
comptroller's  office  gave  to  the  district  attorney,  through  Mr.  James 
Trimble,  who  in  this  matter  was  the  alter  ego  of  John  Skelton  Wil- 
liams. 

Moreover,  as  I  will  now  show  you,  Mr.  James  Trimble  went  on  the 
witness  stand  in  behalf  of  the  prosecution  in  the  criminal  court  case* 
and  testified  that  a  few  days  after  Mr.  Flather,  speaking  from  mem- 
ory, had  said  that  these  things  were  put  on  a  spindle  and  thrown  aw»y 
after  they  had  served  their  purpose — ^just  as  Mr.  Williams  told  ym 
this  morning  that  in  his  office  memoranda  about  the  oaths  of  bank 
directors  were  destroyed — ^Mr.  Trimble,  I  repeat,  went  on  the  witness 
stand  and  testified  that  these  notices  of  purchases  and  sales  had  be^ 
found  in  the  basement  of  the  bank,  did  not  have  spindle  holes  in 
them,  and  that  he  judged  there  were  about  1,500  of  such  notices.  I 
quote  the  testimony  of  Mr.  Trimble,  pages  1059-1061  of  the  rec<Htl 
of  the  criminal  court  proceedings. 

JAMES  TRIMBLE  called  as  a  witness  on  behalf  of  the  United  States,  being  fiiK 
duly  flwom,  testified  as  follows: 

By  Mr.  Arcuer: 

Question.  What  is  your  full  name? 

Answer.  James  Trimble. 

Question.  What  is  your  business? 

Answer.  I  am  at  present  a  national-bank  examiner. 

Question.    How  long  have  you  been  a  bank  examiner? 

Answer.  Since  about  the  middle  of  March,  1914. 

*****  «  « 

Question.  Mr.  Trimble,  are  you  acquainted  with  the  defendants,  Meaare  Glower 
and  Flather? 

Answer.  I  am. 

Question.  I  will  ask  you  whether  there  came  a  time  when  you  were  called  at  tlie 
bank  and  talked  to  either  of  those  gentlemen  with  reference  to  the  advices  and  biib 
of  Lewis  Johnson  &  Co.    Just  answer  that,  yes  or  no. 

Answer.  Yes;  there  was. 

Question.  When  was  it? 

Answer.  It  was  about  the  first  week  in  June.  I  can  not  state  positively  the  exict 
date. 

Question.  What  year? 

Answer.  1915. 
******  « 

Question.  What  was  your  conversation  with  him  relative  to  advices  and  bills? 

Answer.  I  asked  all  of  these  officers  for  the  advices  and  bills  that  had  come  from 
Lewis  Johnson  &  Co. 

Question.  What  did  they  say? 

Answer.  They  said  that  the  advices  and  bills  had  been  used  as  momonuida  only 
and  had  been  placed  upon  the  spindle  until  the  transactions  were  completed;  aad 
then,  having  no  value  that  they  were  put  into  the  wastebasket  or  destroycd--<)r  at 
least  they  did  not  have  them  in  the  bank. 
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Question.  Did  there  come  a  time  after  that  when  you  found  the  advices  or  came 
across  any  advices  or  bills? 

Answer.  I  had  been  in  there  about  two  weeks,  10  days  or  two  weeks,  and  one  even- 
ing, about  5.1^  o'clock  I  had  gone  down  in  the  basement,  started  toward  the  washroom, 
hM  been  in  the  washroom  prepared  to  leave  the  bank,  having  finished  my  work  for 
that  day,  and  I  saw  rather  back  of  the  stairway,  in  the  basement,  a  table  with  quite  a 
lot  of  papers  on  it,  stacked  up  in  different  piles.  I  went  over  to  where  this  man  was 
apparently  sorting  these  papers,  found  him  to  be  a  confidential  man  of  the  bank  whom 
I  afterwards  learned  to  know  as  Mr.  Williams — Mr.  Cass  Williams,  I  think  it  was.  I 
glanced  at  the  papers  and  noticed  that  some  were  bills  and  some  were  advices. 

Question.  Aa vices  and  bills  from  whom? 

Answer.  From  Lewis  Johnson  &  Co. 

Question.  How  many  of  them? 

Answer.  I  judged  at  the  time  there  were  about  1,500  in  the  two  lots,  two  or  three 
lots  that  were  uppermost  on  the  table.  By  actual  count  it  developed  that  there 
were  681  bills  and  793  ad>ices,  which  myself  and  my  assistant  initialed  at  that  time 
and  numbered. 

The  cross-examination,  which  begins  on  page  1061  of  this  record, 
was  conducted  by  me.  So  far  as  it  relates  to  the  foregoing  it  carries 
the  explanation  that  by  the  term  "confidential  man  of  the  bank/'  Mr. 
Trimble  simply  meant  a  man  who  was  a  teller,  assistant  teller,  cashier, 
vice  president,  any  man  of  that  kind  by  reason  of  his  position,  he 
would  term  a  confidential  man  in  the  bauK,  but  that  was  all  he  meant 
by  that  phrase,  he  frankly  says.  He  also  testified  on  cross-examina- 
tion that  in  a  number  of  cases,  a  good  manj  cases,  he  was  able  to 
locate  advices,  but  that  he  was  unable  to  distinguish  from  memory 
while  testifying  the  advices  from  bills,  or  say  in  what  instances  he 
was  unable  to  check  up  these  papers  with  ledger  records  of  the  trans- 
actions. 

On  redirect  examination  he  showed  that  by  examination  of  these 

Eapers  it  was  evident  that  they  were  not  the  papers  referred  to  as 
aving  been  put  on  spindles^  as  none  of  them  had  spindle  holes  in 
them.     I  quote  (p.  1066  criminal  court  record) : 

Question.  How  about  those — 

Lewis  Johnson  &  Co.  advices  and  bills — 

you  did  find? 

Answer.  1  noticed  carefully,  having  been  told  that  the^'  were  placed  upon  the 
spindle  for  temporary  use  only,  and  then  destroyed — I  noticed  ciuwully  when  they 
nret  came  into  my  sight  whether  or  not  there  were  any  spindle  holes,  and  at  that  time 
there  was  not  any  indication  of  a  spindle  hole  on  any  deposit  ticket  or  advice  that  I 
found  on  that  table. 

Question.  How  alwut  bills?    You  said  deposit  tickets. 

Answer.  On  the  bijls  or  advices,  the  681  or  793. 

Senator  Henderson.  I  hold  here  a  sheet  of  paper,  at  the  head  of 
which  is  ''I^wis  Johnson  &  Co.,  bankers,"  datea  Washington,  D,  C.^ 
Januarv  16,  1911.  What  does  that  mark  "E"  refer  to,  with  a  check 
after  it  ? 

Mr.  HoGAN.  Which  one  do  you  mean  ? 

Senator  Henderson.  That  top  one — ^looks  like  an  "E." 

Mr.  HoGAN.  This  here  ?     [IndicatiDg.] 

Senator  Henderson.  Yes. 

Mr.  HooAN.  I  do  not  know. 

Senator  Henderson.  Do  you  understand  what  the  other  mark  is? 
What  is  the  2450  ?  ^ 

Mr.  Hogan.  The  2450  is  Mr.  Trimble's  notation,  the  national  bank 
examiner's  mark  on  them.     It  means  this:  Mr.  Trimble  had  a  tran- 
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script  from  the  Johnson  Co.'s  books,  kept  in  the  nAme  of  the  Riggs 
National  Bank,  and  he  gave  numbers  to  each  trAnsaction,  and  then 
he  gave  corresponding  numbers,  merely  as  a  key,  to  every  advice 
and  every  bill  he  found;  and  not  only  this  packi^e,  but  several 
packages  of  tliese  papers,  which  I  exhibit  to  you  here,  were  brouriit 
mto  court,  spread  on  a  table,  and  day  after  aay  such  as  were  c^ed 
for  by  the  Government  were  put  in  evidence  without  any  objection 
from  us,  but  with  our  assistance.  This,  you  imderstand,  was  subse- 
quent to  the  time  when  Mr.  Flather  haS  made  the  statement,  ob- 
viously by  mistake,  to  the  effect  that  he  did  not  know  where  these 
notices  from  the  brokers  were  and  that  they  were  probably  thrown 
away,  like  waste  paper,  as  useless  after  they  had  served  tneir  pur- 
pose. We  found,  in  fact,  that  they  had  not"  been,  and  every  one  of 
these  papers — oh,  some  might  have  been  missing — ^which,  in  italics, 
Mr.  Williams  tells  this  committee  were  destroyed,  because  if  pro- 
duced they  would  show  incriminating  evidence,  was  not  only  pro- 
duced, which  would  be  sufficiently  important  in  itself,  but  every  one 
of  them  was  for  months  in  the  hands  of  the  comptroller,  through  his 
national  bank  examiner,  working  up  this  perjury  case.  Here  they 
are  for  you. 

Moreover,  every  one  of  these  confirmation  slips  of  purchases  and 
sales  sent  to  the  bank  by  Lewis  Johnson  &  Co.  was  later  press  copied 
in  the  brokers'  office,  and  these  letterpress  copy  books  were  in  the 
hands  of  the  Government's  representatives  and  were  used  in  court 
at  the  trial,  so  that  whenever  the  original  of  the  transaction  about 
wliich  evidence  was  being  offered  could  not  be  identified,  the  letter- 
press copy  was  avilable,  and  was  used.  How  then,  is  it  possible, 
to  truthfully  say  tliat  "incriminating  evidence,"  which  would  have 
established  any  one's  guilt,  had  been  destroyed  and  was  not  avail- 
able ? 

The  Chairman.  Is  there  any  complaint  of  record  at  that  time  that 
these  papei-s  were  defaced  in  any  way  or  any  of  them  destroyed  ? 

Mr.  ELoGAN.  Not  the  slightest.  Now,  I  will  tell  von  what  Mr. 
Flather  had  reference  to:  When  a  person  came  in  ancf  dt^ired  stork 
to  be  purchased,  Mr.  Flather,  or  whoever  saw  the  customer,  would 
make  a  memorandum  and  put  it  on  the  spindle,  and  when  the  thing 
was  made  a  book  entry,  those  pencil  memoranda  were  not  kpet; 
they  were  tlirown  away  from  time  to  time  after  they  were  closed 
transactions. 

The  CuAiUMAN.  Was  there  any  complaint  enterfcd  that  these  rei- 
ords  were  not  a  complete  record  of  the  items  on  the  spindle  ? 

Mr.  HoGAX.  Not  a  single  one.  There  were  entries  in  the  John- 
son Co.'s  books;  entries  in  the  order  book;  entries  in  the  Flather  <Sc 
Flather  commission  account;  entries  in  tlie  bank's  books  whencTpr 
it  was  a  bank  customer;  entries  on  the  Johnson  &  Co.'s  bank  depoeat 
books,  when  they  got'  credit  for  the  purchase  price  of  the  stock. 
By  reference  to  j>age  12  of  the  August  12,  1919,  letter  from  llr. 
Flather  advised  National  Bank  Examiner  Sniith  that  ''we  have  an 
Older  book  there,"  meaning  in  the  bank,  which  contained  a  record 
of  the  orders  of  purchases  and  sales. 

Now,  the  point  is  this,  tliat  in  wliat  we  must  believe  was  a  de- 
liberately and  carefully  prepared  communication,   wherein  he  not 
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only  libels  me — and  that  is  not  important,  because  I  am  honored 
by  libel  from  that  source — the  comptroller  tells  this  Senate  commit- 
tee that  these  things  were  destroyed,  and  calls  your  attention  to 
the  '^extremely  suggestive  fact*'  that  these  notices  which  the  bank's 
officers  say  were  destroyed  would  have  incriminated  one  of  them^ 
when  in  truth  and  in  fact  he  knew  that  they  were  not  destroyed — 
that  they  were  not  only  not  destroyed,  but  every  one  of  them  was 
found  in  the  cellar  of  the  bank  where  they  had  been  piled  up.  They 
ran  back  several  years.  This  large  package  is  only  a  sample.  You 
can  see  for  yourselves — I  am  nolding  nere  a  package  of  large 
envelopes  that  mounts  several  inches  high — they  were  produced  in 
court  on  the  trial  that  resulted  in  Mr.  Flather's  prompt  acquittal; 
every  one  of  them  bears  the  mark  of  James  Trimble,  nation^d  bank 
exaniiner,  acting  under  the  direction  of  the  comptroller,  who,  in  the 
criminal  court  case,  testified  that,  cftcr  Mr.  W.  J.  Flather  had  erron- 
eously said'  these  papers  had  been  thrown  away,  he  found  them 
in  the  bank  and  foimd  a  clerk  assorting  them.  These  packages  I 
here  exhibit  to  you  contain  part  of  the  papers  that  Mr.  Williams  savs 
were  destroyed,  and  which,  he  charges,  would  have  established  the 
guilt  of  Mr.  H.  H.  Flather  if  they  had  been  produced.  In  view  of 
Sie  fact  that  letter  press  copy  books  of  every  paper  to  which  the 
comptroller  thus  refers  were  in  existence,  and  were  under  the  exami- 
nation of  his  examiners,  and  were  in  the  hands  of  the  United  States 
district  attorney,  how  was  it  possible  for  him  to  honestly  insinuate 
that  docimfients  which  would  have  aided  in  establishing  the  guilt  of 
Mr.  H.  H.  Flather  were  not  at  hand  ? 

Senator  Henderson.  You  have  shown  us  three  papers  from  that 
package.     Are  the  other  here  all  similar  ? 

Mr.  HoGAN.  Yes,  sir;  I  will  show  you  a  thousand. 

Senator  Henderson,  And  are  those  the  complete  records  of  Lewis 
Johnson  &  Co.  in  regard  to  those  sales  ? 

Mr.  HoGAN.  Yes.  Let  me  qualify  that  in  this  way:  There  were  a 
very  few  instances  where  the  advices  and  bills  both  could  not  be 
found,  but  there  were  very  few  instances  where  there  was  not  either 
an  advice  or  bill,  and  there  was  no  instance  in  which  there  was  not 
the  advice  or  bill  and  a  letter  press  copy  of  both,  and  all  of  the  origi- 
nals found  were  produced  by  the  bank's  counsel  in  court  for  the  use 
of  the  Government  in  the  criminal  proceeding,  and  the  Government's 
counsel  had  there  the  letter  press  copies  of  aU  of  them. 

Senator  Henderson.  As  1  understand  it,  he  claims  certain  records 
were  destroyed,  and  you  have  produced  these  to  show  they  were  not  ? 

Mr.  HoGAN.  Yes. 

Senator  Henderson.  Were  there  any  records  at  all  destroyed? 

Mr.  Hogan.  None.  Put  that  as  strong  as  you  can.  Borrow  Wil- 
liam's italics  for  it.  Get  his  shrieking  capitals.  Put  in  the  record 
upon  my  word  as  a  member  of  your  own  profession  and  a  citizen  of 
your  country:  None. 

Senator  Henderson.  Now,  one  other  question.  You  referred  to 
Mr.  Flather  there;  at  one  period  of  this  investigation  it  came  out  he 
had  resigned  ? 

Mr.  IiOGAN.  Yes. 

Senator  Henderson.  Will  you  explain,  if  you  can,  the  reason  for 
the  resignation  ? 
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Mr.  HoGAX.  Yes.  I  had  that  in  another  place,  but  I  will  be  glad  to 
bring  it  out  here. 

Senator  Henderson.  You  need  not  bring  it  up  if  you  had  it  in 
another  place.  Now,  a  moment  ago,  Mr.  Hogan,  you  referred  to  my 
name  in  connection  with  what  I  would  do  m-  regard  to  furnishing 
testimony  for  use  against  my  client  in  a  criminal  case.  Did  Mr. 
Smith,  at  the  time  he  asked  those  questions,  ask  for  any  informatioD 
that  he  was  not  entitled  to  as  a  bank  examiner  i 

Mr.  HoGAN.  Yes,  Senator;  he  did  not  ask  for  any  information 
that  he  was  entitled  to;  and  I  said  to  him — ^I  will  snow  vou  what 
I  said  to  him  to  be  perfectly  clear  on  that:  The  comptroller  has  a 
right,  either  by  calling  for  reports  or  by  sending  in  examiners,  to 
obtain  information  that  will  give  him  a  complete  knowledge — I  quote 
the  statute — of  '^the  condition  of  the  bank.  '  Now,  what  Mr.  Smidi 
was  asking  for  was  not  anything  which  in  any  way,  by  the  widest 
stretch  of  the  most  insane  imagination,  could  have  reflected  upon 
the  condition  of  Riggs  Bank  on  May  28,  1915,  the  date  when  the 
propounded  his  questions;  and  here  is  what  I  said  to  him: 

Mr.  IIooAN.  Mr.  Smith,  I  shall  decline  to  allow  Mr.  Flather  to  answer  any  ques- 
tions pertaining  to  the  Bennett  affidavit,  or  any  of  the  items  therein  contained.  I 
take  tiie  position,  as  one  of  the  counsel  for  this  hank  and  as  Mr.  Flather *8  persooal 
counsel,  tnat  they  have  no  relation  to  the  condition  of  this  hank,  as  that  term  is  used 
in  section  524()  of  the  Revised  Statutes  of  the  United  States;  and  I  will  have  to  be 
absolutely  convinced,  first,  that  this  is  an  attempt  to  examined  into  the  condition  of 
this  bank  for  the  purpose  of  ascertaininsr  its  condition;  and,  second,  I  will  hM\e  to 
have  assurance  from  proper  authority  of  the  United  States  Government  that  any  infbr 
mation  Mr.  Flather  gives  with  respect  to  that  would  be  given  with  full  immumtv  ih»t 
it  would  never  be  vsed  in  any  sort  of  proceedings  in  any  court  hereafter.  Untfl  thit 
assurance  is  given  by  the  autliorities  having  the  right  to  give  it,  Mr.  Flather  wUl  not 
answer  any  questions  about  the  Bennett  affidavit. 

Examiner  Smith.  Then  he  declines  to  answer  on  the  ground  he  might  incriminite 
himself? 

Mr.  H()(3AN.  You  heard  what  1  said,  and  I  have  nothing  to  add  to  that. 

(See  pages  4  and  5,  Aug.  12,  1919,  letter  of  Comptroller  Williams 
to  the  chairman  of  tliis  committee.) 

So  much,  Senator,  was  it  manifest  to  Mr.  Smith  himself  that  he 
was  not  inquiring  into  matters  within  an  examiner's  rights  as  per- 
taining to  the  condition  of  the  bank,  that  Mr.  Smith  stalled  and 
gurgled  and  choked  liimself  when  administering  the  oath  to  the  bank's 
officers;  listen  to  this  expression.     He  says 

Senator  Henderson.  Wliat  are  you  reading  from  now  ? 

Mr.  Hog  AN.  I  am  reading  now  from  pages  3  and  4  of  the  comp- 
troller's August  12,  1919,  letter  to  the  chairman. 

wSenator  Henderson.  All  right. 

Mr.  Hogan.  Bank  Examiner  Smith  said  he  was  going  to  put  Jt. 
Flather  under  oath,  and  then  there  occurred  this,  on  pages  3  and  4  d 
that  letter: 

Mr.  HooAN.  As  a  bank  examiner  you  have  a  right  to  pat  Mr.  Flather  under  oath. 
As  Mr.  Flather's  attorney,  I  shall  advise  him  not  to  answer. 

Examiner  Smith.  ( -ertainly.  Mr.  Flather,  do  you  solenmly  swear  that  the  answen 
which  you  make  to  question  propounded  to  you  in  the  examination  of  the  afbiis 
shall  be  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  Flather.  I  beg  your  pardon.     You  said '  'Examination  of  the  anairs  " of  wlui- 

Examiner  Smith.  Of  the  Kiggs  National  Bank. 

Mr.  H.  n.  Flather.  I  do. 


NOMINATION  OP  JOHN  SKELTON  WILLIAMS.  869 

Before  that  time,  and  subsequent  to  that  time,  whenever  a  bank 
examiner  sought  information  regarding  the  condition  of  the  bank, 
without  let  or  hindrance,  it  was  placed  at  his  disposal.  But  it  must 
be  perfectly  obvious  that  on  this  occasion  Mr.  Williams  was  using  his 
bank  examiners  for  evidence  upon  which  to  procure  an  indictment. 

Second,  the  connection  of  the  comptroller  with  the  perjury  prose- 
cution: 

Mr.  Williams  has  evinced  the  deepest  anxiety  to  be  freed  from  any 
connection  whatever  with  the  flimsy  peigury  charge,  an  attempt  obvi- 
ouslv  commendable  now,  but  utterly  lutile  when  we  turn  to  the  record 
of  tnat  case  and  find  who  worked  up  the  charge.  I  have  told  you 
that  the  man  who  worked  up  this  case  was  the  comptroller,  through 
the  instrumentality  of  his  bank  examiners  and  assistants  to  bank 
examiners. 

When  Bank  Examiners  Sherrill  Smith  and  James  Trimble  came 
into  the  bank  on  May  28,  1915,  as  the  already  quoted  questions  pro- 
pounded by  Mr.  Smith  clearly  show,  the  only  thing  sought  was 
data  regaraing  the  Lewis  Jolmson  &  Co.  transactions,  with  refer- 
ence to  which  the  disputed  affidavit  alone  was  made,  and  out  of 
which  alone  grew  the  indictment.  Aside  from  purely  formal  wit- 
nesses, the  witnesses  who  appeared  before  the  grand  jury  when  the 
indictment  was  procured  were  National  Bank  Examiner  James  Trim- 
ble, National  Bank  Examiner  Sherrill  Smith,  Assistant  National 
Bank  Examiner  Donoghue,  and  Mr.  Lanmiond,  subsequently  ap- 
pointed assistant  national-bank  examiner,  all  but  the  latter  working 
m  this  matter  under  the  immediate  personal  supervision  and  direction 
of  John  Skelton  Williams.  And  when  the  charge  made  by  the  * 
indictment  came  on  trial  Mr.  James  Trimble  testified,  on  oath, 
as  respects  his  activities  in  connection  with  the  data  for  this  criminal 
charge,  as  follows  (record  of  criminal  court  proceedings,  pp.  1061, 
1063,  1065): 

Cross-examination  by  Mr.  Hooan: 
*  *  ♦  *  4:  ♦  ♦ 

Question.  From  May  28,  1915,  until  September  22,  1915,  you  were  almost  daily 
in  the  Riggs  National  Bank? 

Answer.  Yes,  sir. 

Question.  During  that  time  your  assistant,  Mr.  Donoghue,  who  sits  back  here, 
and  your  other  assistant,  Mr.  Valvrina — was  that  his  name? 

Answer.  Mr.  Valvrina  was  not  with  me  very  much. 

Question.  He  was  there  quite  a  long  time  cuiring  thsX  period,  was  he  not? 

Answer.  But  not  as  much  as  Mr.  Donoghue. 

Question.  I  did  not  say  he  was  there  as  much  as  Mr.  Donoghue.  I  said  he  was 
there  a  good  deal,  with  you,  during  the  summer  of  1915? 

Answer.  Yes;  frequently,  but  not  with  me  all  the  time. 

Question.  No;  but  Mr.  Donoghue  was  there  with  you  all  the  time? 

Answer.  Practically  so. 

Question.  Where  was  Mr.  Sherrill  Smith? 

That  was  never  answered.  It  was  vigorously  objected  to  by  the 
Government's  counsel,  and  the  objection  sustained.  I  turn  to  page 
1065  of  that  record.     [Reading:] 

Question.  You  endeavored,  did  you  not,  to  trace  down  each  one  of  the  transactions 
that  you  found  on  the  accounts  of  Lewis  Johnson  &  Co.  in  the  name  of  the  Riggs 
National  Bank? 

Answer.  We  endeavored  to  trace  them  from  their  inception  to  the  end. 

Now,  Senators,  the  only  purpose  of  having  national-bank  exami- 
ners and  their  assistants  spending,  as  thus  testified  to  by  one  of 
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them  on  oath,  from  May  28,  1915,  to  September  22,  1915,  in  tlit 
Riggs  National  Bank,  tracing  ''from  their  inception  to  the  end" 
the  Lewis  Johnson  &  Co.  transactions,  and  marking  these  1,500-odd 
bills  and  advices,  which  I  have  produced  to  you  here  this  morning, 
was  to  gain  evidence  upon  which  to  found  an  indictment,  and  lb 
only  use  ever  made  by  the  comptroller,  or  his  examiners  or  anvbodv 
connected  with  the  Gfovernment,  of  the  labor  of  these  national-baDk 
examiners  and  their  assistants,  working  under  the  direction  of  Mr. 
Williams,  was  that  made  in  the  perjury  case.  No  other  reason  can 
possibly  be  given  why  these  members  of  Mr.  WiUiams's  staff  wem 
delving  so  minutely  into  the  Lewis  Johnson  &  Co.  transactions, 
and  I  repeat,  no  other  use  was  made  of  that  work  and  the  data  coir 
lected  by  it;  when  the  perjury  case  collapsed — a  thin^  which  was  t 
foregone  conclusion — the  papers,  which  the  bank  exanuners  had  been 
checking  up  and  marking  from  May  to  September,  1915,  were  of  no 
further  use  to  Mr.  Williams  or  his  emissanes,  and  those  not  used  as 
evidence  exhibits  at  the  trial  were  returned  to  the  Riggs  BanL 
During  that  entire  period,  from  spring  to  fall  in  19 15,  tE^se  bank 
examiners,  who  were  thus  daily  constantly  in  Riggs  Bank,  made  no 
examination  into  the  condition  of  the  bank;  they  did  not  count  its 
cash,  verify  its  notes,  check  up  its  current  books;  they  confined  them- 
selves exclusively  to  working  up  data  to  be  used  nrst  to  found  an 
indictment  on;  and,  secondly,  as  evidence  to  support  that  indictment 
after  it  was  procured,  and  these  bank  examiners  daily  reported  to 
Mr.  Williams  their  progress  and  periodically  reported  to  the  prose- 
cuting district  attorney. 

On  this  same  subject  of  the  direct  connection  of  this  malicious  per- 
secution of  these  bank  officers  on  that  flimsy  perjunr  charge,  I  am 
regretfully  brought  to  call  attention  to  one  thing  which  involves  % 
question  of  veracity  between  Mr.  James  Trimble  and  mvself ,  and  to 
an  affidavit  which  I  will  present  on  the  question  of  Mr.  Trimble's 
statement  heretofore  made  to  this  committee.  Yesterday  I  requested 
that  if  Mi*.  Trimble  cared  to  do  so,  Mr.  Chairman,  he  made  a  state- 
ment as  regards  any  Sunday  conference,  and  I  afterwards  broadened 
it  to  include  any  court  conference,  he  had  on  the  subject  of  the  in- 
dictment, or  on  charges  against  the  Riggs  officers:  and  I  was  not  at 
all  surprised  when  Mr.  Trimble  said  he  had  never  had  a  conference 
with  tlie  Attorney  General  or  even  when  he  added  he  had  none 
with  any  Assistant  Attorney  General;  but  when  I  ask  him,  with 
your  permission,  whether  that  extended  to  the  district  attorney  in 
connection  with  this  thing,  I  must  say  I  was  somewhat  startledi  by 
what  I  understood  to  be  his  denial,  because  my  activities  durino*  1915 
and  1916  kept  me  at  the  courthouse  a  great  deal,  and  I  am  verv  safe 
in  sa\4ng  that  between  May  and  October,  1915,  I  saw  Mr.  James 
Trimble,  and  I  could  not  possibly  be  mistaken  in  recognizing  him.  at 
and  in  the  vicinity  of  the  district  attorney's  office,  not  less  than  » 
dozen  times  prior  to  the  indictment. 

I  present,  without  any  comment  of  my  own,  the  following  aifidavit, 
which  was  given — sent  here  for  my  use  here  this  morning — ^bv  Mr. 
Roscoe  J.  C.  Doi'sey.     [Reading:] 

I,  Roeicoe  J.  C.  Dorsey,  voluntarily  make  the  following  affidavit  in  the  intorwr 
of  truth: 

I  was  a  duly  appointed  and  commiKiioned  national-bank  examiner  for  approximatelr 
seven  years,  prior  to  which  time  for  a  period  of  approximately  one  additional  ywr 
I  had  been  making  bank  exa minationn  under  a  genoral  letter  of  instnictioDs.     RecoiiUr 
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I  was  dismiBsed  by  Comptroller  Williams,  and  at  another  time  I  Bhall  seek  to  make 
the  events  leading  up  to  that  dismisdal  the  subject  of  appropriate  investigation.  I 
make  this  affidavit  simply  with  reference  to  the  foUov^ing  event: 

Mr.  James  Trimble,  national-bank  examiner,  on  duty  in  the  District  of  Columbia, 
in  the  fall  of  1917,  was  exceedingly  wrought  up  against  Comptroller  Williams  because 
the  latter  had  directed  him  to  make  an  apology  to  certain  directors  of  the  Commercial 
National  Bank  at  Washington,  D.  C,  for  having  in  a  critical  manner  referred  to  said 
directors;  and  at  that  time,  while  smarting  under  what  he  called  this  apparent 
humiliation,  Mr.  Trimble  said  to  me  in  substance  the  following: 

That  he  had  always  endeavored  to  observe  Sunday,  and  during  the  course  of  the 
so-called  Riggs  Bank  controversy  he  said  Comptroller  Williams  telephoned  him  one 
Sunday  and  requested  him  to  call  at  the  Department  of  Justice  for  a  conference; 
that  the  comptroller  expressed  his  regret  at  distufbing  Mr.  Trimble  on  Sunday;  that 
he,  Mr.  Trimble,  responded  to  the  comptroller's  call;  the  latter  at  the  conference 
ahowed  that  he  was  not  pleaded  at  the  fact  that  Mr.  Trimble  had  not  found  anything 
against  the  Riggs  Bank  officers,  and  Mr.  Trimble  said  to  me  the  comptroller  empha^ 
iodlv  told  Examiner  Trimble,  referring  to  the  Riggs  Bank  officers,  that  '^We  must 
get  them;  we  must  get  something  on  them.'' 

Mr.  Trimble  was  so  obviously  worked  up  in  his  resentment  toward  Mr.  Williams  at 
the  time  of  this  conversation  that  I  inferred  from  his  statement  that  he  contemplated 
informing  those  interested  in  the  Riggs  controversy  of  this  instance,  and  I  undertook 
to  endeavor  to  placate  Mr.  Trimble  and  to  advise  him  to  ''cool  off,"  and  not  to 
jeopardize  his  position  by  the  course  he  apparently  contemplated. 

BoscoE  J.  C.  Dorset. 

Subscribed  and  sworn  to  before  me  this  5th  day  of  September,  A.  D.  1919. 

[seal.]  Charles  Rat  Dean, 

Notary  Public^  District  of  Columbia. 

The  Chairman.  Where  is  Mr.  Dorsey  now? 

Mr.  HoGAN.  Mr.  Dorsey  is  in  the  city  now,  and  this  was  made  be- 
fore a  notary  public  in  this  city  this  morning.  , 

The  Chaibman.  Can  vou  give  the  stonoffrapher  his  address  ? 

Mr.  HoGAN.  1  don't  know  it,  sir.     I  will  give  it  to  him,  sir. 

Mr.  Trimble.  Mp.  Chairman,  may  I  be  alfowed  a  word  as  to  a  mis- 
imderstanding  of  the  question  asked  ? 

The  Chairman.  Certainly. 

Mr.  Trimble.  And  that  was  that  1  never  visited  the  Attorney  Gen- 
eral's office  in  my  life,  and  that  I  never  visited  the  district  attorney 
or  any  assistant  district  attorney  on  Simday.  My  imderstanding 
of  the  question  was  that  he  was  asking  about  a  Sunday  visit.  C3 
course,  as  it  has  appeared  in  this  testimony,  I  had  visited  Mr.  Las- 
key's  office  I  don't  know  how  often,  but  I  had,  in  the  performance  of 
my  official  duty,  visited  Mr.  Laskey's  office,  but  never  any  district 
attorney  or  any  assistant  district  attorney  or  Attorney  General  on 
Sunday.     I  would  like  to  make  that  statement. 

Mr.  Hog  AN.  Mr.  Chairman,  when  I  appeared  before  your  com- 
mittee before 

Mr.  Trimble  (interrupting).  And  if  you  will  allow  me? 

Mr.  HoGAN.  Certainly;  ves. 

Mr.  Trimble.  If  you  will  allow  me,  I  would  like  the  opportunity  of 
denying  the  truth  of  the  affidavit. 

Tiie  Chairman.  Oh,  you  will  have  an  opportunity  to  do  that. 

Mr.  HoGAN.  Mr.  Chairman,  when  District  Attorney  Laskey  was 
testifying  here,  in  an  obvious  attempt  to  assist  Comptroller  Williams 
in  showing  that  the  latter  had  no  responsibility  for  the  criminal 
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prosocution,  you  asked  Mr.  Laskey  whether  it  vras  not  true  that  xh% 
National  Bank  Examiners  had  heen  witnesses  before  the  grand  juiT. 
and  in  aasworing  afRrmativoly  Mr.  Laskey  told  you  that  so  were  \fr. 
Milton  E.  jViles,  vice  president  of  the  Kiggs  Bank,  and  Miss  Sheehy. 
of  Mr.  Hogan^s  office.  How  disingenuous  such  an  answer  was  is  ap- 
parent when  I  tell  you  that  Miss  Sheehy  did  not  spend  90  seconds  u 
the  grand  jury  room,  and  her  entire  testimony  was  the  identtfving 
of  her  signature,  as  a  notary  public,  and  that  of  Mr.  Glover  ancf  the 
Messrs.  Flather,  on  the  disput<id  affidavit.  As  to  Mr.  Ailes,  as  a  wit- 
ness before  the  grand  iury  he  was  simply  utilized  as  a  messenger 
boy,  called  to  produce  these  various  papers  from  the  bank's  files  and 
books  before  tne  grand  jury,  and  when  he  attempted  to  give  t«- 
timony  to  the  grand  jury  which  would  have  shown  the  perfecdT 
innocent  inferences  to  be  drawn  from  the  papers,  he  was  shut  up 
and  dismissed  from  the  room.  Mr.  Laskey  mignt  have  told  you  that 
the  clerk  of  the  equity  court  was  also  a  witness,  he  identifying  the 
stamp  of  the  court  clerk's  office  showing  the  date  on  which  the  dis- 
putea  affidavit  was  filed  in  the  equity  proceedings.  On  that  sub- 
ject  

The  Chairman  (interrunting).  Before  we  leave  that  subject  now, 
was  there  any  claim  that  t-ne  httle  records  of  these  stock  transactions 
that  were  put  on  the  spindles  were  not  all  transferred  to  the  record? 
you  have  introduced  here  ? 

Mr.  IIoGAN.  No,  sir;  there  was  no  such  claim.  On  the  contrary. 
Senator,  the  showing  was  that  there  was  a  permanent  rec4>rd  made  of 
every  one  of  them. 

T&e  Chairman.  That  was  not  disputed? 

Mr.  HooAN.  That  was  not  .disputed  at  all,  sir;  and  more  than 
that,  Senator,  whenever  there  was  one  of  these  advices  or  slips  that 
could  not  bo  located,  as  to  any  particular  transaction,  we  would  take 
the  copy  from  Lewis  Johnson  &  Co.'s  records  and  concede  it. 

I  started  to  say  that  the  late  lamented  E.  V.  Murphy,  chief  of  the 
official  stenographic  force  of  the  Senate,  was  a  director  of  Riggs 
National  Bank  at  the  time  of  his  death,  and  had  been  since  1916; 
and  it  was  on  the  date  of  his  funeral  that  Mr.  Laskey's  testimonr 
before  this  committee  seems  to  have  been  brought  to  Mr.  Ailes's 
attention.  I  put  into  the  record  a  letter  from  Mr.  Ailes,  daied 
Washington,  D.  C,  July  21, 1919,  addressed  to  me.  1  will  not  botW 
to  read  it.  It  invites  attention  to  what  Mr.  Ailes  was  permitted  to 
testify  and  prevented  from  testifying  before  the  grand  jury,  and 
to  the  fact  tnat  when  he  endeavored  to  give  evidence  to  the  grand 
jury,  which  when  presented  at  the  trial  resulted  in  the  prompt  w- 
quittal  of  the  bank^s  officers,  showing  that  the  transactions  involved 
were  not  bank  transactions  at  all,  District  Attorney  Laskey  choked 
Mr.  Ailes  off. 

(The  letter  referred  to  is  as  follows:) 

The  Rigos  National  Bank  op  Washington,  District  of  Columbia, 

WashingUm,  D,  C,  July  tl,  1919. 
Mr.  P'rank  J.  Hogan, 

Room  811  Colorado  Building ^  Washington^  D.  C. 

Dear  Frank:  I  am  hurrying  this  morning  to  represent  the  bank,  at  Mr.  E.  V. 
Murphy's  funeral,  and  am  writing  you  this  hasty  memorandum  for  fear  you  may  be 
called  before  the  Senate  committee  before  I  have  an  opportunity  of  talking  with  ^xxl 
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I  wish  to  rail  your  attention  particularly  to  the  testimony  of  Mr.  John  E.  Laskey, 
in  which  he  attempted  to  exonerate  Williams  from  the  charge  of  having  obtained  in- 
dictments for  perjury  against  the  Riggs  Bank's  officials.  In  the  course  of  Mr.  Laskey 's 
testimony,  which  I  presume  you  have,  he  stated,  in  answer  to  a  question  of  the  chair- 
man, Milton  E.  Ailes  being  one  of  the  witnesses  before  the  grand  jury.  What  I  want 
you  to  impress  on  your  mind  is  that  Milton  Ailes  appeared  before  tnat  grand  jury  with 
records  of  the  Riggs  Bank,  under  subpoena,  and  identified  these  records  as  desired  by 
the  district  attorney,  but  when  Mr.  Ailes  undertook  to  show  the  grand  jury  that  the 
purchases  and  sales  in  those  records  were  not  for  account  of  the  bank,  but  for  account 
of  customers  of  the  bank,  Mr.  Laskey  choked  Mr.  Ailes  off  and  by  his  action  suppressed 
the  information  which,  if  in  the  possession  of  the  grand  jury  and  fully  understood, 
would  have  made  it  impossible  to  indict  the  Riggs  Bank  officials. 
Very  truly,  yours. 

M.  £.  AiLKS. 

Third,  the  proposition  that  the  Riggs  Bank  officers  could  avoid 
indictments  by  resigning  from  the  bank. 

Mr.  Samuel  Untermyer  has  appeared  before  you  and  admitted 
that  in  the  Shoreham  ftotel  he  had  a  conversation  with  Mr.  William 
Nelson  Cromwell  and  myself  after  the  preliminary  ar^ments  in 
the  Riggs  equity  case  and  prior  to  the  bringing  of  the  indictment; 
also,  he  admitted  that  there  was  discussed  at  that  time  the  Riggs 
Bank  affair;  that  he  denied  that  there  had  been  made  by  him,  wno 
was  at  that  time  coimsel  of  record  in  a  Federal  court  for  John  Skel- 
ton  Williams,  a  suggestion  of  immunity  from  indictment  if  the 
Riggs  Bank  officers  would  resign.  And  Mr.  Williams  has  testified 
to  you,  and  I  use  the  substance,  not  the  precise  language,  that  he 
never  heard  that  proposition  intimated  even  until  he  heard  me  tell 
it  to  you  in  July,  1919,  when  I  appeared  before  this  coEMnittee. 

Now,  let  me  make  it  clear  that  what  I  have  to  say  is  without  any 
disrespect  to  Mr.  Untermyer — we  have  very  pleasant  relations  as 
attorneys  on  opposite  sides  and  sometimes  as  attorneys  on  the  same 
side  of  questions — first,  Mr.  Cromwell  and  myself  were  in  the  Shore- 
ham  Hotel  having  luncheon  when  Mr.  Untermyer  and  some  other 
gentlemen  came  m.  The  meeting  was,  as  Mr.  Untermyer  says, 
casual.  Mr.  Untermyer  says  after  luncheon  Mr.  Cromwell  and 
myself — again  I  am  using  the  substance — approached  him  on  the 
subject.  Mr.  Untermyer's  recollection  is  faulty.  We  had  completed 
our  luncheon,  had  bowed  to  him,  had  left  the  dining  room  of  the 
Shoreham  Hotel,  and  Mr.  Untermver  came  out  to  the  adjoining 
room  when  he  had  not  yet  finished  his  luncheon,  and  approached  us 
on  the  subject. 

Secondly,  Mr.  Untermyer  tells  you  that  he  contemplated  going  to 
Caltfomia  in  the  sununer  of  1915.  He  did,  and  that  is  precisely  wiat 
he  told  Mr.  Cromwell  and  myself,  that  he  had  made  his  arrangements 
to  go  to  California,  but  that  so  anxious  was  he  to  settle  up  this  entire 
controversy  that  if  the  proposition  which  he  suggested  to  us  would 
be  considered  he  would  come  back  to  Washington  again,  even  if  he 
had  to  defer  the  date  of  his  departure  for  CaliK)mia. 

Third,  Mr.  Untermyer  explained  that  he  came  to  the  Shoreham 
Hotel  that  day,  although  he  was  stopping,  as  I  believe,  at  the  Wil- 
lard,  because  he  had  been  that  mornmg  at  the  Treasury  Department 
and  had  been  later  at  the  Department  of  Justice,  and  the  Shoreham 
was  on  his  way  from  the  Department  of  Justice  down  town  again. 
These  are  things  to  show  how  this  conversation  came  about.    Mr. 
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Untermyer  has  testified  hero  that  at  the  time  of  his  conversation  the 

equity  case  was  ended,  an  inadvertently  erroneous  statement,  but 

taking  his  view  of  that,  then  there  certainly  was  nothing  to  discuss 

about  the  equity  case. 

Mr.  Glover  was  out  of  tow^n  when  I  last  appeared  here  before  you. 

and  is  still  out  of  town,  and  so  the  record  of  the  hearings  here  was 

sent  to  him,  and  I  requested  his  recollection  on  this  subject,  and  I 

now  submit  to  you  a  letter  written  from  York  Harbor,  Me.,  July 

26,  1919: 

York  Harbor,  Me.,   July  J6, 191^, 
Frank  J.  Hooan,  Esq., 

Colorado  Building^  Washington,  D.  C. 

Dear  Mr.  Hooan:  I  have  read  the  statement  made  by  you  before  the  Senile 
Committee  on  Banking  and  Currency  to  the  effect  that,  subsequent  to  Uie  hearmg 
in  ^fay,  1915,  before  Justice  McCoy,  of  motions  made  bv  both  sides  in  tJie  equity  suit 
brought  by  the  Iliggs  National  Bank  against  Comptroller  Williams  aud  others,  and 
after  there  were  rumors  and  newspaper  publications  indicating  that  an  indicunent 
against  mvself,  Mr.  William  J.  Flatncr,  and  Mr.  Henry  H.  Flather  was  contempUted; 
that  Mr.  William  Nelson  Cromwell  and  you  were  told  by  Mr.  Samuel  Untermver,  one 
of  the  counsel  for  Comptroller  Williams,  that  if  "Charles  C.  Glover,  William  J,  (lather, 
Milton  E.  Ailes,  and  Henry  H.  Flather  would  resign  their  offices  in  the  Riggs  Natiunil 
Bank,'*  there  would  be  no  indictments. 

I  have  your  request  to  be  informed  what,  if  any,  recollection  I  have  on  this  subject 

I  have  not  exact  dates  before  mo  here,  but  recall  that  the  hearing  in  the  equity 
suit  occurred  in  May,  1915.  Two  or  three  days  after  the  close  of  the  equity  puit.  a 
member  of  the  board  of  directors  of  the  Rigxs  National  Bank  informed  me,  in  the 
presence  of  Senator  Bailey,  Mr.  Milton  E.  Ailes,  vou,  and  others,  that  he  hid  b6« 
advised  that  Secretary  McAdoo  and  Comptroller  Williams  were  endeavoring  to  hive 
the  Attorney  General  direct  indictments  based  on  the  affidavit  made  by  the  Mesai- 
Flather  and  myself  and  filed  during  the  equity  hearing. 

One  of  the  directors  of  the  bank  called  at  the  office  of  the  Attorney  General,  where, 
in  substance,  this  information  was  confirmed.  Very  shortly  after  that  the  Washing- 
ton newspapers  contained  publications  to  the  effect  that  the  bringing  of  indictments 
was  under  consideration.  Within  a  few  weeks,  at  the  latest,  after  the  argument  is 
the  equity  case  had  been  concluded,  a  special  committee  of  our  board  of  directors 
was  appointed,  and  Mr.  William  Nelson  Cromwell  was  engaged  as  attorney  for  thai 
committee.  Mr.  (Cromwell  was  retained  in  order  that  the  committee  mig^ht  have  tbe 
benefit  or  advice  of  counsel  theretofore  entirely  disconnected  with  the  bank  and  the 
pending  litigation.  Not  very  long  after  Mr.  Cromwell  arrived  in  Washington.  » 
meeting  was  field  one  afternoon  in  vour  office,  at  which  you,  Mr.  Cromwell,  MrrMiltoa 
Ailes,  and  myself  were  present.  \  am  not  sure  whether  Mr.  Dulaney,  a  member  i^ 
the  directors'  special  committee,  was  present,  but  you  will  probably  recollect  whether 
or  not  he  was.  From  Mr.  (/romwell  and  yourself  we  learned  at  that  meeting  thai 
on  tliat  day  you  had  had  a  conversation  with  Mr.  Samuel  Untermyer,  and  Mr.  Croo- 
well  stattKl  that  Mr.  Untc^rmyer  proposed  that  all  talk  of  indictments  would  be  droppt^ 
if  I,  together  ^nth  Mr.  Ailes  and  both  the  Flathers,  would  resign  from  the  bank.  I  iv- 
call  that  either  Mr.  Cromwell  or  yourself  stated  that  Mr.  Untermyer  had  deprecated 
the  idea  of  indictments,  but  insisted  that  Mr.  Williams  was  imniovable  on  the  sub- 
ject of  either  the  resignations  of  the  officers  or  the  indictment  of  the  three  who  h*i 
signed  t  he  affidavit. 

On  several  octrasions  after  the  episode  above  referred  to  you  will  recall  tliat  theff 
was  broufjht  in  one  way  or  another  to  ua  th*^  proposition  that  we  could  have  immunity 
from  the  indictments  or  further  trouble  from  the  comptroller  if  the  officers  of  the  bank 
would  resign.  Indeed,  this  was  repeated  a  number  of  times  between  May,  19 1\ 
when  the  rumors  first  attracted  public  attention,  and  October,  1915,  when' the  in- 
dictments were  procure<l. 

I  recall  verv  \'ividly  the  scorn  with  which  I  refused  to  even  consider  the  prtiposi- 
tion  which  Mr.  Cromwell  and  yourself  reported  Mr,  Unterinyer  had  made,  and  1 
have  many  times  rwalled  the  cliaracteristic  manner  in  which  you  denounced  it 
There  is  ncjt  the  slightest  doubt  but  that  Mr.  Cromwell  and  yourself  reported  at  that 
time  to  Mr.  Ailes  and  me  the  offer  substantially  as  you  testified  to  the  Senate  ivm- 
mittee  it  was  made. 

With  kind  personal  regards,  I  am, 

Yours,  sincerely,  Ohas.  O.  Gloves. 
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Senator  Henderson.  The  date  of  that  ? 

Mr.  HoGAN.  The  date  of  that  is,  sir,  York  Harbor,  Me.,  July  26, 

1919.     I  will  read  now  a  letter  from  Mr.  Milton  E.  Ailes  addressed 

to  me: 

R|oos  National  Bank, 
Washington,  D.  C,  July  28,  1919. 
Mr.  Frank  J.  Hooan, 

Washington,  D.  C. 

Dear  Mr.  Hogan  :  Replying  to  your  request  for  a  statement  of  my  recollection  as 
to  a  conversation  you  had  with  Mr.  Samuel  Untermyer,  to  the  effect  that  every  prin- 
cipal officer  of  the  Ri^  National  Bank  resign,  after  which  there  would  be  no  indict- 
ment of  any  of  them,  1  write  to  say  that  the  matter  is  very  vividly  in  my  recollection. 
It  came  as  a  great  shock,  following  so  closely  the  closing  of  the  arguments  in  our  equity 
case  against  the  Comptroller  of  tno  Currency  and  the  Secretary  of  the  Treasury.  I 
recall  particularly  that  my  friend,  Mr.  Frank  A.  Vanderlipj  then  president  of  the 
National  City  Bank,  of  New  York,  was  in  Washington  at  the  tmie,  and  I  immediately 
communicated  the  news  to  him  at  the  Shoreham  Hotel  that  Messrs.  Cromwell  and 
Hogan  had  reported  that  Mr.  Untermyer  had  informed  them  that  the  only  way  for 
my  associates,  Mr.  Charles  C.  Glover,  president  of  the  Riggs  National  Bank;  Mr.  Wil- 
liam J.  Flather^  vice  president;  and  Mr.  Henry  H.  Flather,  cashier,  to  avoid  indict- 
ment was  to  resign  their  positions  with  the  bank,  and  that  at  the  same  time,  as  a  further 
condition,  my  resignation  as  vice  president  of  the  bank  was  also  required,  although 
I  had  no  signed  the  disputed  affidavit. 

Mr.  Cromwell  and  yourself  informed  us  that  Mr.  Untermyer  expressed  the  opinion 
that  the  indictment  of  the  officers  would  greatly  impair,  if  it  did  not  actually  ruin,  the 
bank. 

The  strain  of  the  long  persecution  of  the  bank  by  the  Comptroller  of  the  Currency 
reached  its  climax  that  day  when  I  realized  that  every  agency  of  the  Government  was 
to  be  u^lized  in  an  effort  to  ruin  the  bank  and  its  officers,  and  I  am  sure  Mr.  Vanderlip 
will  recall  that  when  I  communicated  this  new  move  to  him  I  broke  down,  and  was 
greatly  comforted  by  his  warm-hearted  and  devoted  assurances  of  friendship  and 
support. 

Tliere  is,  in  my  judgment,  absolutely  no  mistake  in  what  you  have  declared  Mr. 
Untermyer  to  have«outlined  to  Mr.  Cromwell  and  yourself.  It  dovetails  with  many 
other  movements  in  the  same  direction,  namely,  efforts  to  bring  about  the  elimination 
of  the  officers  of  the  bank  in  order  to  appease  Comptroller  Williams. 

I  was  not  present  at  the  interview  between  Mr.  Untermyer,  Mr.  Cromwell,  and  your- 
self, but  the  report  of  Messrs.  Cromwell  and  yourself  to  Mr.  Glover  was  in  effect,  though, 
of  course,  I  can  not  say  it  is  precisely  in  words  what  you  told  the  Senate  commiUee 
the  proposition  was. 

As  stated  above,  I  did  not  sign  the  disputed  affidavit,  but  that  was  only  because  I 
had  not  been  an  officer  of  the  bank  during  its  entire  existence  as  a  national  bank;  I 
knew  then  and  know  now  that  the  affidavit  was  absolutely  true. 
Yours,  very  truly, 

M.  E.  Ailes,  Vice  President. 

When  we  seek  for  the  history  of  past  events,  whether  we  be  attor- 
neys for  historians,  we  look  to  the  contemporary  writings  of  the  time, 
and  if  we  find  in  those  certain  facts  or  confirmatory  data,  we  take  it 
for  granted  that  those  things  must  have  occiured,  or  at  least  they 
are  evidence  of  their  occurrence,  so  I  wish  to  call  your  attention  just 
to  an  extract,  because  it  is  too  long  to  read  all  of  it,  and  the  whole  of 
it  is  not  important  to  the  question,  from  a  letter  written  by  Milton 
E.  ^\iles  in  1916  to  that  grand  old  man  of  American  finance,  Mr. 
Lyman  J.  Gage,  then  in  Calif omia: 
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(The  letter  referred  to  by  Mr.  Hogan  is  as  follows:) 

[Extract  from  p.  239,  letter-prMs  copy  book  of  M.  E.  Aflis.] 

Washington,  February  tl,  1916. 
Hon.  Lyman  J.  Gaob, 

Care  of  Cuyamaca  Cluh^  San  Diego^  Calif. 

Dear  Mr.  Gage:  I  have  your  letter  of  the  15th  instant,  inquiring  whether  the 
comptroller  has  ceased  his  persecution  of  this  hank,  or  whether  he  continues  his 
annoying  and  insulting  demands,  and  whether  his  crusade  against  us  has  been  deleteri- 
ous to  the  bank  as  relates  to  its  deposits  and  ^neral  ability  to  make  monev. 

The  annoyance  to  which  wo  haa  been  subiected  for  more  than  a  year  almost  daily 
ceased  about  October  1  last,  when  three  of  our  officers  were  indicted  for  perfury. 
Along  about  July  1  last,  demands  were  made  for  the  resignation  of  the  officers  of  the 
bank  in  lieu  of  these  indictments.  Of  course,  such  demands  weite  made  very  care- 
fully and  in  a  roundabout  way,  but  nevertheless  emphatically;  and  the  officen 
involved  eventually  by  the  same  channels  notified  the  comptroller  and  the  Seeretair 
of  the  Treasury  that  they  would  not  resign,  but  would  take  the  indictments  instead. 
«  *  *  «■«  «  «  • 

Now,  as  to  inquiry  whether  the  bank  has  been  injured  or  not,  I  am  glad  to  write 
that  our  deposits  have  not  been  affected.  They  are  close  to  the  |10,MK),000  mark 
now,  and  the  bank  has  been  making  money:  in  fact,  the  quarter  ended  December  31 
last  was  the  best  in  the  history  of  the  bank.  Our  earnings  were  smously  invaded 
in  the  two  preceding  quarters,  due  to  the  fact  that  we  kept  about  $2,000,000  idle  for 
the  purpose  of  making  the  bank  strong.  ♦  ♦  ♦ 
Faithfully,  yours, 

M.  £.  AiLBS. 

The  Chairman.  Well,  Mr.  Hogan,  suppose  we  suspend  until  2 
o'clock. 

Mr.  Hogan.  May  I  have  just  a  minute  to  complete  this  ? 

The  Chairman.  Certainly. 

Mr.  Hogan.  Mr.  Untermyer  told  you  he  had  absolutely  no  connec* 
tion,  and  the  inference  was  no  knowledge  of,  this  perjury  matter,  and 
that  his  connection  in  fact  as  attorney  in  the  equity  case  was  ended, 
although  the  case  was  not  even  at  issue  yet.  Well,  on  Sentember  24, 
1915,  wiere  appeared  in  the  Washington  Herald,  published  in  this 
city  (the  indictment  was  not  brought  until  October  1,  1915),  an  article 
quoting  Mr.  Samuel  Untermyer,  and  I  ask  that  the  entire  article  be 
inserted  in  the  record. 

(The  article  referred  to  is  as  follows:) 

[The  Washington  Herald,  Sept.  24, 1915.] 

BIGQS  OFFICIAX8  If  AY  PACE  PERJURY  CHARGE — SAMUEL  UNTERMYER  EXPECTS   INDICr- 
MENT8  AGAINST  C.   C.    GLOVER  AND   W.  J.    AND  H.   H.   FLATHKR. 

The  indictment  for  perjury  of  Charles  C.  Glover,  WiUiam  J.  Flather,  and  Henry  H. 
Flather,  respectively  presiaent,  vice  president,  and  cashier  of  the  Riggs  National 
Bank,  is  considered  highly  probable  following  the  proceedings  before  the  grand  jury 
Wednesday. 

Samuel  Untermyer,  of  counsel  for  the  Government  in  the  injunction  suit  of  the 
R^gs  Bank  against  Secretary  McAdoo,  Comptroller  of  the  Currency  Williams,  and 
United  States  Treasurer  Burke,  yesterday  declared  hia  belief  that  an' indictment  will 
be  returned. 

Apparently  those  who  speak  for  the  bank  are  of  the  same  belief,  pointing  out  that 
the  grand  jury  proceeding  is  purely  an  ex  parte  proceeding,  from  which  counsel  for 
the  bank  necessirily  was  barred,  and  that  it  is  reasonable  to  expect  that  the  grand  jury 
will  find  the  cau^e  presented  by  the  Government  worthy  of  trial  by  the  Federal  courts. 

Mr.  Untermyer  was  in  Washington  for  a  few  hours  yesterday  to  attend  a  conference 
at  the  Treasury  Department  of  the  joint  high  commission  appointed  to  deal  with 
Latin-Amei;ican  finance. 
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*'  I  believe  that  the  grand  jury  will  find  a  true  bill  against  the  officers  of  the  bank/' 
he  declared  to  a  representative  of  the  Washington  Hemld. 

"On  what  grounds?-'  he  was  asked. 

'*0n  the  grounds  of  perjury,"  he  replied.  **I  think  the  affidavit  signed  by  three 
officers  of  tne  bank  and  submitted  in  evidence  denying  that  the  bank  had  engaged 
in  stock  speculation  is  a  clear  case  of  perjury.** 

"'But  the  bank  explained  that  these  transactions  did  not  involve  the  bank,  but 
only  individuals  acting  as  agents  for  clients  of  the  bank;  that  the  funds  of  the  bank 
were  not  involved  at  all." 

"In  my  original  charge,**  returned  Mr.  Untermyer,  "I  did  not  claim  that  the  funds 
of  the  bank  were  used.  I  stated,  as  you  may  recall,  that  the  Riggs  was  a  brokerage 
office  within  a  bank.** 

Mr.  Untermyer  declared  that  he  had  nothing  to  do  with  the  criminal  proceedinjgs, 
but  that  he  would  resume  his  connection  with  the  case  when  the  trial  of  the  injunction 
suit  was  resumed  before  Justice  McCoy. 

Mr.  Hog  AN.  Now,  that  newspaper  interview,  undenied  even  though 
it  be.  might  not  in  itself  be  important  if  I  did  not  accompany  it  with 
this  letter,  dated  July  29,  1919,  by  which  it  is  verified: 

Washington,  D.  C,  July  29 ^  1919, 
Mr.  Frank  J.  Hooan, 

Washington,  D.  C, 

My  Dear  Mr.  Hogan:  As  a  representative  of  the  Washington  Herald,  on  September 
23,  1915,  I  interviewed  Mr.  Samuel  Untermyer;  the  report  of  the  interview  as  pub- 
lished in  the  Herald  on  September  24, 1915,  under  the  caption  ''Riggs  officials  to  face 
perjury  charge,"  was  written  by  me  and  is  correct. 
Yours,  very  truly, 

Joseph  P.  Annin. 

I  am  ready  to  suspend  now  until  2  o'clock. 
The  Chairman.  Two  o'clock. 

(Whereupon,  at  4  minutes  to  12  o'iclock,  the  hearing  was  adjourned 
until  the  aitemoon  at  2  o'clock.) 

AFTERNOON   SESSION. 

-  The  committee  reconvened,  pursuant  to  the  taking  of  the  recess, 
at  2.04  o'clock  p.  m. 

STATEICEHT  OF  MB.  FBAHK  J.  HOGAH— Besumed. 

Mr.  HooAN.  When  the  recess  was  taken  I  was  discussing  the  sub- 
ject of  the  proposition  that  Ki^s  Bank  officers  trade  resignations  for 
mdictments.  i  ou  will  remember — ^I  used  the  substance,  and  again 
do  not  pretend  to  use  the  exact  words — that  Mr.  Williams  informed 
you  that  he  never  heard  the  subject  intimated  until  he  heard  me 
state  it  to  this  committee  when  I  appeared  here  as  a  witness.  Sen- 
ators, I  assuine  that  you  have  seen  enough  of  the  tireless  energy  with 
which  Mr.  Williams  nas  grabbed  hold  of  everything  on  the  subject 
of  Biggs  Bank  to  know  tnat  he  did  not  overlook  anything  that  was 
conspicuous.  On  October  2,  1915,  the  leading  press  story  in  the 
Wasninffton  Post,  published  here  in  Washington,  was  that  which 
on  the  first  page  appeared  under  the  caption  ''Indicts  Kiggs  heads 
on  perjury  cnar^e.^'  In  that  article,  under  a  separate  siionead,  is 
found  the  following: 

wanted  cashier  to  quit. 

.    In  this  connection  there  have  been  many  nunora  afloat,  and  one  of  these  was  that 
the  Treasury  ofEicials  were  quite  willing  to  have  all  of  tne  proceedings  against  the 
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bank  dropped  should  certain  of  the  bank  officials  resign  from  their  positions.  It  was 
said  that  Mr.  Flather,  the  cashier,  was  one  of  the  officials  whose  resignations  wi-re 
sought. 

Now,  I  forbear  to  comment  on  the  statement  of  the  comptroller 
in  which  he  told  you  he  never  heard  that  thing  intimated,  when 
it  was  thus  a  matter  of  conspicuous  local  publication  at  the  very  time 
the  thing  was  goin^  on. 

Before  leaving  this  subject  of  the  alleged  perjury  case,  let  me 
say  to  you,  because  I  want  it  clear,  and  I  do  not  want  any  mistake 
about  it,  that  one  would  characterize  as  amusing,  if  it  were  not 
serious,  the  statements  contained  in  this  record  that  Mr.  Untermyer's 
services  as  counsel  for  Mr.  Williams  and  Mr.  McAdoo  absolutely 
ended  before  the  indictment  of  the  bank's  oflSicers,  because,  as  it  has 
been  said  before  this  committee,  the  equity  case  was  over  and  finished, 
and,  therefore,  there  was  no  possibility  of  any  representative  capacity 
on  Mr.  Untermyer's  part  wnen  he  had  his  conversation  in  June  or 
July,  1915,  witn  Mr.  Cromwell  and  myself.  Senators,  the  equity 
suit  was  not  over.  It  was  not  even  at  issue.  Mr.  Untermyer  ha3 
stated,  the  judge  had  stated,  and  I  had  stated,  in  open  court,  what 
things  would  be  relevant  and  admissible  when  the  case  was  brought 
on  for  trial  on  its  merits.  It  had,  prior  to  the  indictment,  been  heard 
only  on  the  bill  and  certain  aflidavits  of  the  plaintiffs  and  on  affidavits 
and  a  motion  to  dismiss  made  on  behidi  of  the  defendants.  Up 
to  this  day  never  have  any  answers  been  filed  in  that  case.  Up  to 
this  day  no  witnesses  have  ever  appeared  on  the  stand  in  that  case. 
The  case  was  never  tried.  I  reiterate,  it  only  got  as  far  as  a  pre- 
liminary hearing. 

Several  places  in  the  record  you  will  find  references  to  an  "inter- 
locutory decree"  entered  in  that  case  by  Jud^e  McCoy.  Neither 
Judge  McCoy  nor  anyone  else  ever  entered  an  mterlocutory  decree 
in  that  case.  There  was  no  interlocutory  decree.  There  is  no  record 
of  any  interlocutory  decree.  There  was  only  one  order  of  the  court 
ever  signed  in  that  case,  and  that  was  signed  on  April  12,  1915,  re- 
straining the  comptroller,  the  Secretary  of  the  Treasury,  and  the 
Treasurer  of  the  United  States  from  covering  into  the  Treasury 
the  S5,000  due  the  bank  as  interest  on  bonds  which  the  comptroller 
iiad  attempted  to  have  confiscated  under  the  guise  of  penalties,  and 
commanding  the  comptroller  and  the  Secretary  to  show  cause  idiy 
the  injunction  should  not  be  continued.  And  subsequent  to  ttiat 
time,  there  was  an  opinion  filed  by  Mr.  Justice  McCoy,  on  which  no 
judicial  action  was  ever  taken.  Because  before  the  case  could  be 
tried  and  the  authority  of  the  comptroUer  definitely  settled  by  the 
court  of  last  resort,  t&e  bank  was  compelled  to  dismiss  its  suit  or 
else  suffer  forfeiture  of  its  charter.  And  even  at  that  cost  it  could 
not  have  obtained  official  judicial  determination  of  the  comptroller's 

Eowers,  for  if  it  had  suffered  forfeiture  of  its  charter,  the  suit  would 
ave  been  dismissed,  because  not  then  being  a  national  bank  the  ques- 
tions raised  by  the  suit  would  have  become  moot  and  no  court  would 
have  had  jurisdiction  to  entertain  the  case;  so  that  the  case  was  never 
tried.  And  how  is  it  possible  for  anyone  to  pretend  that  Mr.  Un- 
termyer was  not  Mr. Williams's  coimsel  when  his  appearance  of  record 
as  counsel  for  Mr.  Williams  and  Mr.  McAdoo  was  formally  en- 
tered, and  he  was  still  counsel  on  the  equity  court  records  for  Mr. 
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Williams,  when  the  indictment  was  proctired,  and  so  lomained 
counsel  of  record  during,  and  for  several  weeks  subsequent  to,  the 
criminal  court  trial,  for  the  equity  suit,  it  should  be  borne  in  mind, 
remained  pending,  and  undisposed  of  even  as  to  its  preliminary 
motions,  until  June,  1916,  after  the  indictment  had  been  brought, 
after  the  acquittal  had  been  obtained,  and  a  year  after  the  proposi- 
tion I  have  testified  to  had  been  made. 

Did  the  Riggs  National  Bank,  as  charged  then,  and  despite  the 
results  of  the  trial  repeated  here,  buy  and  sell  stock  to  or  through 
Lewis  Johnson  &  Co.,  and  make  short  sales  to  or  through  Lewis  John- 
son &  Co.  ?  An  American  jury  decisively  answered  that  question  in 
the  negative.  That  answer  was  not  satisfactory  to  Mr.  Williams,  so 
he  reiterates  the  charge  before  this  committee  and  also  in  the  record  of 
the  hearings  here  on  that  subject,  we  have  the  testimony  of  Mr.  Wil- 
iiams^s  counsel,  Mr.  J.  C.  Adlcins,  Mr.  Williams's  former  counsel,  Mr. 
Samuel  Untermeyer,  and  of  District  Attorney  Laskey.  Mr.  Laskey 
tells  the  committee  that  I  was  wrong  when  I  said  that  Lewis  Johnson 
&  Co.  kept  its  ledger  account  of  the  stock  transactions  referred  to  in 
the  name  of  Riggs  National  Bank  merely  for  that  firm's  own  con- 
venience, and  Mr.  Adkins  tells  you  that  in  these  transactions  the 
bank's  credit  was  used.  Also  Mr.  Adkins  volimteers  the  statement, 
made,  1  think,  inadvertently,  that  he  holds  no  brief  for  anybody 
connected  with  this  case.  I  want  the  Senators  to  understand  that 
Mr.  Adkins,  a  member  of  this  bar,  is  a  friend  of  mine,  for  whom  I 
have  both  personal  and  professional  regard,  and  I  am  sure  his  state- 
ment was  inadvertent.  For,  in  Pennsylvania  now,  and  when  Mr. 
Adkins  appeared  before  you  here,  there  is,  and  there  was,  pendi^ 
a  suit  brought  bv  a  national  bank  against  Comptroller  Williams.  It 
is  the  bank  witn  which  Representative  McFadden  has  connection, 
the  name  of  which  I  do  not  know.  A  Federal  judge  in  Pennsylvania 
has  issued  an  injunction  restraining  Mr.  Williams  in  that  case,  and 
according  to  the  last  word  I  have  heard  on  the  subject  that  injunc- 
tion is  still  standing.  The  Federal  court  issued  its  restraining  hand 
against  Mr.  Williams.  That  I  am  not  interested  in.  But  1  am  inter- 
ested in  telUng  you  that  in  that  case,  which  is  now  pending,  one  of 
the  attorneys  now,  and  of  course  at  the  time  when  he  testified  here, 
for  John  SKelton  Williams,  Comptroller  of  the  Currency,  is  and  was 
Mr.  Jesse  C.  Adkins.  If  representing  a  client  as  counsel  in  a  pend- 
ing litigation  is  not  holding  a  brief  for  that  client  then  I  do  not 
know  wiat  *' holding  a  brief    is. 

When  Mr.  Adkins  was  testifjdng  regarding  the  Lewis  Johnson  & 
Co.  account,  he  was  questioned  by  Senator  Groima  as  to  whether  the 
bank's  funds  had  been  used  in  the  purchase  and  sale  of  stocks,  his 
testimony  having  led  directly  to  that  inference,  and  the  following 
occurred  (Senate  hearings,  pt.  4,  pp.  306,  307): 

Senator  Gronna.  Do  you  mean  to  say  that  it  used  the  bank's  funds  in  that  way? 
Mr.  Adkins.  They  would  use  the  bank's  credit  in  buying  stocks  that  they  bought. 
Senator  Gronna.  But  you  just  stated  that  they  were  using  the  bank's  funds. 
Mr.  Adkins.  Yes,  sir;  they  were  using  the  bank's  funds,  and  if  they  did  not  have 

enough  money  to  the  credit 

Mr.  Adkins.  Yes,  sir;  I  am  telling  you  the  substance  of  the  affidavits. 

144930—19 — -56 
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Senitor  Gbokxa.  Hux  is  «  rcrr  senoof  propoeitioii,  if  they  were  naiiig  the  lMud^*t 
funds. 


The  CvAiRMAX.  Vofu  do  dot  dmim  as  a  mBtter  of  fwci  thai  the  bAnk  iavosied  its  own 
fande  in  this  5tock-brc^€niee  business? 

Mr.  Adoxs.  I  do  not  claim  that  they  took  funds  oat  of  the  bank  without  putting 
a  new  note  there,  but  1  do  ciaim  thai  they  uflod  the  credit  €i  the  bank  when  they 
bou^t  stocks. 

And  in  his  testimony  Mr.  Williams  follows  that  same  line  of  con" 
tention.  as  does  Mr.  Ilaskey.  the  point  bmns  to  create  the  impies' 
sion  that  the  credit  of  the  Risgs  National  Bank  was  used  in  the  tiims- 
actions  with  Lewis  Johnson  &^Co.  The  statements  are  anfounded  in 
law  and  disproved  in  fact.  Hiey  are  unfounded  in  law  because  the 
Rigss  National  Bank  could  not  have  dealt  in  buying  and  seiliog 
8t<^  and  its  credits  couid  not  have  been  thus  used,  and  no  brokerage 
house  or  anyone  else  dealing  with  it  could  have  claimed  that  its  crecut 
was  relied  upon.  Dealing  in  stocks  is  ultra  vires  the  powiMs  of  a 
national  bank,  and  ther^re  the  credit  of  the  Riggs  National  Bank 
could  not  have  been  looked  to  by  anvone.  But  that  I  mention  merely 
as  a  side  issue  to  show,  as  a  purely  legal  proposition,  how  utteriV 
absurd  it  is  for  lawyers  to  say  that  the  credit  of  the  bank  was  used. 
As  a  matter  of  fact,  which  is  more  important,  the  claim  is  disproved 
by  the  only  sworn  testimony  on  the  subject.  Mr.  Laskej  hecurd  the 
only  testimony  ever  given  on  this  subiect.  and  undoubtedljr  ^b.  Ad- 
kins  has  overlooked  it.  In  the  trial  of  the  aliened  perjury  case 
members  of  the  firm  of  Lewis  Johnson  &  Co.  were  subpoenaed  to  give 
testimony.  Lewis  Johnson  £  Co.  was  not  a  corporation;  it  was  a 
firm :  what  one  partner  knew,  of  course,  the  firm  was  chargeable  with 
knowing.  No  partner  of  that  firm,  althou^  the  Government  had 
subpoenaed  them,  ever  testified  contrary  to  the  only  testimony  on 
the  subject  given  by  one  of  the  partners,  Mr.  Charles  P.  Williams, 
which  I  here  quote.  1  turn  to  his  sworn  testimonv  on  pages  12S2  to 
1284  of  the  record  of  the  criminal-court  proceeding,  which  shows, 
first,  that  this  witness  was  subpoenaed  by  tbe  Government,  and,  sec- 
ond, that  the  Government  did  not  put  him  on  the  stand  as  a  witness, 
and.  third,  that  the  credit  of  Riggs  Bank  was  not  used  in  the  stock 
transactions  refened  to.     [Reading:] 

Charles  P.  Williams  was  called  as  a  witness  by  and  on  behalf  of  the  defendants  and, 
being  first  duly  sworn,  testified  $»  follows: 

Q.  How  lon^  have  you  lived  in  the  District  of  Cdombia?— A.  Since  Jannarv  IB, 
1875. 

Q.  Have  you  been  in  attendance  on  this  trial  e\'er\'  day?— A.  Since  the  8th  dayoi 
the  month. 

Q.  And  have  you  informed  my  friend,  the  learned  district  attorney,  of  vour  preeenn 
here?— A.  Yes.* 

•  *«««*  « 

Q.  Were  you  subpoenaed  as  a  witness  in  this  case? — A.  Yes. 
Q.  By  whom?— A.  By  the  United  States. 

Q.  Were  you  ever  connected  with  Lewis  Johnson  &  Co.? — A.  Yes,  sir. 

Q.  For  how  lone?— A.  I  entered  that  firm  on  May  14,  1904,  and  retired  from  it 
Januar\'  15,  1913. 

Q.  \(liat  was  the  nature  of  your  connection  with  that  firm? — A.  A  member  of  the 
firm — a  partner. 
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Q.  WTio  were  your  copartners?-*A.  John  William  Henry  and  William  A.  Meams. 

Q.  Did  you  have  any  personal  knowledge  of  the  stock-brokerage  transactions  that 
were  carried  on  the  ledgei  books  of  Lewis  Johnson  &  Co.  under  the  name  of  the 
Riggs  National  Bank? — A.  Yes,  sir. 

Q.  Did  you  ever  have  any  talk  with  Mr.  Charles  C.  Glover,  Mr.  William  J.  Flather, 
and  Mr.  Henry  H.  Flather  about  the  orders  given  to  Lewis  Johnson  &  Co.? — A. 
Frequently. 

Q.  Were  you  ever  informed  with  respect  to  who  the  purchasers  and  sellers  of  those 
stocks  were? — A.  In  many  instances. 

Q.  Who  were  you  informed  they  were? — ^A.  Customers  of  the  bank;  orders  given  by 
those  individuals  for  the  accommodation  of  customers  of  the  bank. 

Q.  You  being  a  member  of  the  firm  of  Lewis  Johnson  <&  Co.,  I  wish  you  would 
state  why  the  account  was  carried  on  the  books  of  Lewis  Johnson  &  Co.  in  the  name 
of  the  Riggs  National  Bank? 

«■*#««*« 

A.  It  was  carried  in  the  name  of  the  Riggs  National  Bank  in  the  same  manner  and 
same  fonn  that  the  accounts  of  other  national  banks  were  carried,  for  the  convenience 
of  Lewis  Johnson  <&  Co.,  for  the  reason  that  the  orders  on  those  national  banks  were 
being  received  from  different  members — or  different  officers  of  those  institutions 

Q.  As  a  member  of  Lewis  Johnson  &  Co.,  did  you,  when  stock  was  bought  or  when 
stock  was  sold,  become  aware  who  the  seller  was  and  who  the  purchaser  was  at  any 
time?— A.  I  did. 

Q.  How? — A.  For  the  reason  that 

Mr.  Archer.  No;  not  for  the  reason,  but  how? 

A.  (Continuing.)  For  the  reason  that  the  moment  a  notice  was  delivered  to  the 
officers  of  any  of  those  institutions,  immediately  an  order  was  issued  by  that  party, 
whoever  it  might  be,  to  transfer  the  stock  to  the  individual  who  purchased  it. 

Q.  And  when  the  stock  was  sold  you  would  get  a  certificate? — A.  Get  the  certificate 
in  the  name  of  the  party,  of  some  party,  not  of  any  bank. 

Q.  You  are  a  client  of  mine,  are  you  not? — ^A.  I  am. 

Now,  that  is  so  clear,  Senators,  that  I  do  not  comment  on  it.  In 
the  light  of  that  testimony,  micontradicted  by  any  testimony  what- 
ever, it  is  difficult  to  understand  how  there  can  be  here  again  repeated 
the  entirely  refuted  assertion  that  either  the  funds  or  the  credit  of  the 
Rig^  National  Bank  had  been  used  in  stock  transactions  with 
Lewis  Johnson  &  Co. 

But  you  are  told  that  not  only  did  the  Riggs  Bank  buy  stock,  but 
that  that  was  one  of  the  prime  reasons  why  Comptroller  Williams  from 
1914  to  1916,  by  continual  examinations  and  by  endless  correspond- 
ence, and  finally  by  nation-wide  publications,  held'  this  bank  up  to 
contumely.  If  that  in  fact  was,  m  part,  the  reason  for  the  line  of 
conduct  adopted  by  Comptroller  Williams  toward  the  Riggs  Bank, 
what  explanation  has  been  mad^  to  you  of  his  failure  to  adopt  a 
like  line  of  conduct  in  view  of  the  publicly  known  fact  that  precisely 
the  same  sort  of  accounts,,  covering  precisely  the  same  character  of 
transactions,  were  carried  on  the  books  of  Lewis  Johnson  &  Co.  in 
the  names  of  10  other  national  banks  in  the  District  of  Columbia? 
This  fact  is  shown  by  the  sworn  testimony  of  Mr.  Morris  Lammond, 
who,  it  will  be  remembered,  gave  Mr.  Samuel  Untermyer  an  affidavit 
contradicting  the  affidavit  of  Messrs.  Glover  and  Flather,  testified 
for  the  prosecution  before  the  grand  jury,  and  was  subsequently 
rewarded  by  an  appointment  as  national  bank  examiner.  On  pages 
875  to  877  of  the  criminal  court  record  this  witness,  who  had  been 
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produced  on  behalf  of  the  prosecution,  was  under  cross-examination 
and  I  quot<}  the  record: 

Cross-examination  by  Mr.  Hoc. an  : 

Q.  I  show  you  the  following  ledper  accounts  in  the  stock  department  of  Lewi? 
Johnson  &  Co.,  and  ask  you  if  the  same  are  not  originals 'produced  by  you  from  the 
records  of  Lewis  Johnson  <&  Co.,  now  in  the  possession  of  the  trustees? 

Lewis  Johnson  &  Co.'s  stock  department  account  with  the  Commercial  National 
Bank. 

Lewis  Johnson  <&  Co.'s  stock  department  account  with  the  American  National  Bank. 

A.  Yes. 

Q.  Both  of  tnose  are  in  the  names  of  the  bank  the  same  precisely  afl  tbat  of  Lewis 
Johnson  &  Co.  and  the  Riggs  National  Bank.  They  are  the  same,  are  they  not?— rA. 
Ye^;  they  are. 

Mr.  Archeh.  Mr.  llogan,  1  understand  you  are  just  identifying  thoee  now? 

Mr.  HooAN.  Yes. 

Bv  Mr.  Hog  ax: 

Q.  Lewis  Johnson  &  Co.'s  stock  department  account  with  the  Farmers'  A,  Mechanics' 
National  Bank?— A.  Yes. 

Q.  I^ewis  Johnson  &  Co.*s  stock  department  account  with  the  Franklin  National 
Bank?— A.  Yes,  sir. 

Q.  Lewis  Johnson  &  Co.'s  stock  department  account  with  the  National  Metropolitan 
Bank? — A .  Yes,  sir. 

Q.  l^ewis  Johnson  &  Co.'s  stock  department  account  with  the  National  Bank  of 
Washington? — A.  Yes,  sir. 

Q.  Lewis  Johnson  &  Co.'s  stock  department  account  with  the  Second  National 
Bank? — A.  Yoa,  sir. 

Q.  Lewis  Johnson  &  C-o.'s  stock  department  account  with  the  Columbia  National 
Bank? — A.  Yes,  sir. 

Q.  All  of  which  are  originals? — A.  Those  are  originals. 

Q.  Thev  were  produced  by  vou  out  of  the  custody  of  the  trustees  of  Lewis  Johnson 
&  Co.?— A.  Thev  were. 

Q.  And  the  banks  whose  names  I  have  called  off  are  national  banks  in  this  city?— 
A.  They  are. 

Q.  And  these  accounts  were  kept  with  those  banks  or  in  the  name  of  those  banfc« 
in  the  regular  course  of  business  of  Lewis  Jolmson  &  Co.? — A.  Yea,  sir. 

******  « 

Q.  These  transactions  that  are  sliown  here  relate  to  the  purchase  and  sales  of  stocks 
carried  on  your  books? — A .  Yes,  sir. 

The  Chairman.  Was  that  ever  controverted  in  any  way? 

Mr.  HoGAN.  No,  sir. 

The  Chairman.  Disproved '( 

Mr.  HoGAN.  No,  sir.  It  was  proved  hy  the  Grovernment  w^itnesses. 
Senators,  and  proved  by  the  production  of  the  original  documents. 
And  the  point  is  that  Comptroller  Williams,  it  is  safe  to  say,  never 
wrote  a  word  to  or  about  these  other  national  banks  in  whose  names 
Lewis  Johnson  &  Co.  carried  precisely  the  same  kind  of  an  account 
that  firm  carried  in  the  name  of  Riggs,  while  in  official  correspondence 
and  nation-wide  publications  he  pilloried  the  Riggs  Bank  for  that 
thing.  The  discrimination  is  patent.  The  reason  is  obvious. 
The  malice  plain.  Of  course,  I  know,  and  the  comptroller  knew, 
that  these  other  banks  did  not  buy  and  sell  stock  from,  to,  or 
through  this  brokerage  house  of  L^wis  Johnson  &  Co.  Neither 
did  Riggs.  The  officers  of  all  these  other  banks  were  simply  doing 
what  the  Riggs  officers  were  doing;  sending  to  the  brokerage  firm 
the  investment  orders  of  customers,  and  Lewis  Johnson  &  Co. 
were  carrying  the  record  of  those  transactions  in  the  names  of  the 
several  banks,  as  a  member  of  that  firm  on  oath  testified,  *  *for  the  con- 
venience of  Lewis  Johnson  &  Co.,''  who  knew  that  the  stock  pur- 
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chases  and  sales  were  those  of  ^'customers  of  the  bank"  and  that 
*^  the  orders  (were)  given  by  those  individuals  (bank  officers)  for  the 
accommodation  of  customers  of  the  bank."  (See  sworn  testimony 
of  Charles  P.  Williams,  quoted  supra.) 

The  Glover  and  Flather  accoimt:  The  record  of  the  hearings  be- 
fore this  committee  is  in  a  very  muddled  state  with  regard  to  what 
is  known  as  the  Glover  and  Flather  and  the  Flather  and  Flather 
accounts.  Those  were  simply,  so  far  as  the  Riggs  bank  was  con- 
cerned, depositary  accoimts  that  might  have  been  with  Jones  & 
Smith,  or,  if  I  may  borrow  the  name,  with  Mr.  T.  H.  Newberry, 
or  any  one  else.  In  those  accoimts  were  deposited  by  Glover  and 
Flather  the  commissions  earned  by  these  officers  that  were  ultimately 
turned  over  to  the  bank.  That  is  all  they  were.  Who  directed 
that  the  accounts  be  kept  that  way?  The  Treasury  Department. 
Mr.  Owen  T.  Reeves,  jr.,  president  of  a  national  bank  in  Chicago, 
was  in  the  employ  of  the  comptroller's  department  from  1901  until 
1912;  he  was  national  bank  examiner  of  the  banks  of  the  District 
of  Columbia  **from  1906  imtil  1911,"  during  which  period  he  fre- 
c^uently  examined  Riggs  National  Bank.  These  are  facts  he  tes- 
tified to  on  oath  in  the  criminal  court  proceeding.  He  made  his 
first  examination  of  the  Riggs  Bank  July,  1906;  at  that  time  he 
discussed  with  Mr.  Glover  and  Mr.  W.  J.  Flather  and  Mr.  Henry 
H.  Flather  the  account  which  he  found  in  the  bank  embracing  com-, 
missions  received  bv  officers  of  the  bank  on  stock  and  bond  trans- 
actions;  that  he  took  the  matter  up  with  the  then  Comptroller  of 
the  Currency,  and  then  informed  Mr.  Glover  and  both  of  tne  Messrs. 
Flather  that  he  had  discussed  these  commissions  with  the  comp- 
troller, who  had  called  in  Judge  Oldham,  who  was  the  counsellor 
for  the  Comptroller  of  the  Currency  Bureau;  that  Judge  Oldham 
had  ruled  that  a  national  bank,  under  the  law,  was  not  given  the 
power  to  do  a  commission  and  brokerage  business,  and  that  the 
comptroller  had  said  that  ^'he  knew  it  to  be  a  fact  that  an  officer 
of  most  of  the  down-town  Washington  banks  was  a  member  in  the 
local  stock  exchange,  and  they  received  the  commissions  them- 
selves"; that  as  this  was  not  the  case  with  the  officers  of  the  Riggs 
Bank,  who  turned  the  commissions  thev  earned  over  to  the  banK, 
*'they  had  better  handle  it  as  personal  matters  of  theirs:  Let  an 
account  or  one  or  two  accounts  be  opened  and  ''credit  those  com- 
missions to  those  accoimts,  and  if  thev  felt  that  the  bank  was  pay- 
ing them  salaries  for  their  services,  if  they  wanted  to  make  a  do- 
nation or  present  to  the  bank  at  any  time,  that  there  was  nothing 
that  could  prevent  them  from  doing  it,  that  it  woidd  not  be  a 
violation  of  law.  And  I  then  instructed  the  officers  of  the  bank 
that  under  the  instructions  I  had  received,  they  shoidd  wipe  out 
that  commission  account  and  carry  it  in  their  personal  names." 
(Sworn  testimony  of  Owen  T.  Reeves,  jr.,  record,  pp.  1068,  1070, 
1071,  1075,  1076.) 

This  testimony  of  National  Bank  Examiner  Reeves  continues 
[reading  pp.  1076,  1077,  and  1078,  criminal  court  proceedings]: 

Q.  You  said  that  you  told  them  that  the  Comptroller  of  the  Currency  had  said 
that  if  they  wanted  to  turn  over  the  money  eamea  from  time  to  time  to  the  bank — 
donate  it,  I  think  you  said — they  would  have  a  perfect  legal  right  to  do  so.  Do  you 
mean  the  money  earned  as  commissions? — ^A.  Yes. 
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Q.  Was  there  to  your  knowledge  an  account  opened  under  your  direction  for  these 
commissionfi? — ^A.  The  account  waa  opened;  I  saw  it,  inspected  it  every  time  I  went 
in  there  afterwards. 

Q.  Do  you  remember  the  name  of  the  account? — ^A.  Under  the  name  of  Glover  k 
Fluther,  I  think.     I  don't  remember  whether  they  used  the  initials  or  not. 
««««««  • 

Q.  Now,  I  will  ask  you  whether  or  not  the  matter  that  vou  reported  to  these  gentle- 
men was  correctly  reported;  whether  or  not  you  correctly  reported  the  instructione 
given  you  officially  by  the  comptroller? — A.  Yes,  sir. 

Q.  You  anticipated  a  question  of  mine,  if  I  understood  you;  you  said  that  there- 
after as  long  as  you  were  bank  examiner  here,  as  long  as  you  inspected  the  Riggs 
National  Bank  you  inspected  that  account  of  Glover  k  Flatner? — ^A.  Yes,  sir. 

Q.  I  show  you  a  sheet  of  the  Glover  k  Flather  account.  Is  that  the  account  vou 
refer  to  in  the  name  of  Glover  &  Flather?  [Handing  witness  a  paper.] — A.  (Alter 
examination.)    I  think  that  is  the  same  account. 

Q.  Did  you  also  have  access  to  the  Flather  A  Flather  account? — A.  Yes. 

Q.  How  long  were  you  a  bank  examiner  here? — ^A.  Six  years. 

Q.  Who  succeeded  you? — ^A.  Mr.  Hann. 

Q.  I  hand  you  an  account  named  as  the  W.  J.  and  H.  H,  Flather  account.— A. 
There  were  two  accounts. 

Q.  I  wish  you  would  state,  Mr.  Reeves,  whether  or  not  any  of  the  defendants  cr 
officers  of  the  bank  ever  refused  Xo  permit  you  to  see  those  accounts? — ^A.  Oh,  no; 
I  was  never  refused  permission  to  see  anything  in  the  bank.  Mr.  Glover  was  always 
very  insistent  that  I  try  to  find  something  in  the  bank  to  tell  him. 

Q.  During  the  time  you  were  bank  examiner,  after  you  gave  thoee  instanctions  to 
the  officers  of  the  bank  in  1906,  state  whether  or  not  so  mr  as  you  observed  thoae 
accounts  were  kept  as  you  directed? — A.  They  were. 

Q.  Mr.  Darlington  makes  a  suggestion  that  I  thought  had  been  covered  by  my 
questions  to  you.  The  two  accounts  I  hand  you  are  the  Glover  &  Flather  account 
and  the  Flather  &  Flather  account,  as  you  have  stated? — A.  Yes,  sir. 

So  that,  as  you  now  see  by  uncontradicted,  undisputed,  sworn 
testimony,  by  direction  of  the  Treasury  Department  in  1906  these 
accoimts,  for  which  these  gentlemen  have  oeen  pilloried  here  and 
elsewhere  for  carrying  in  the  Riggs  Bank,  were  opened  in  that  bank 
and  were  subjected  thereafter  constantly  to  these  examinations: 

Now,  before  I  pass  from  Mr.  Reeves,  it  has  been  said  here  that  Mr. 
Reeves  criticized  the  bookkeeping  methods  of  the  bank  and  in  other 
ways  criticized  affairs  in  the  bnaK.  No  national  bank  ever  failed  to 
receive  some  criticisms  from  an  intelligent  and  careful  bank  examiner. 
Mr.  Reeves  did  criticize  the  bookkeeping  methods.  The  Bank  of 
England,  you  know,  xmtil  recently,  could  not  be  induced  to  put  in 
calculating  machines  or  typewriters.  The  Riggs  National  Bardv  was 
an  old  institution,  and  they  held  on  for  a  long  time  to  the  old  book- 
keeping methods.  But  Iteeves  was  a  constructive  Government 
official,  his  criticism  and  his  calling  attention  to  things  resulted  in 
helping  that  and  other  institutions,  so  that  when  they  were  brougjit 
to  our  attention,  anything  regarding  bookkeeping  that  Mr.  Reeves 
wanted  changed,  in  due  course  of  time,  when  new  books  were  gotten, 
they  were  brought  up  to  the  most  modern  methods  of  bookkeeping. 
And  so,  having  as  national  bank  examiner  examined  the  Riggs 
Bank  repeatedly  in  the  five-year  period  from  1906  to  191 1 ,  Mr.  Reeves, 
on  oath,  testified  in  the  alleged  perjury  trial  (criminal  court  pro- 
ceedings, record,  pp.  1079-1080): 

Cross-examination  continued  by  Mr.  Fttts: 

Q.  It  was  a  good,  strong  bank,  was  it  not? — ^A.  One  of  the  best  banks  I  ever  ex- 
amined. 
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That  is  why  said  Mr.  Reeves  had  come  here  and  so  testified. 

You  will  have  noted  that  Mr.  Reeves  stated  he  was  succeeded  in 
the  District  of  Columbia  by  Bank  Examiner  Hann.  This  examiner, 
Mr.  vSamuel  M.  Hann,  rendered  the  last  national  bank  examiner's 
reports  to  the  Comptroller  of  the  Currency  immediately  preceding  the 
incumbency  in  that  office  of  Mr.  John  Skelton  Williams.  When  I 
last  appeared  before  you  I  auoted  from  that  report,  commendatory 
and  laudatory  of  Riggs  Banlc.  I  have  shown  you  that  that  report 
was  under  the  personal  examination  of  Comptroller  Williams.  By  it 
Mr.  Hann  showed  that  on  his  very  first  examination  of  the  Riggs 
Bank  he  was  made  acquainted  with  the  Glover  and  Flather  accounts, 
and  in  that  report  Mr.  Hann  states  that  Exammer  Reeves  had 
informed  him  that  the  practice  had  been  submitted  to  the  Secretary  of 
the  Treasury  and  had  not  been  decided  not  to  be  in  contravention  of 
the  national-bank  act.  When  Mr.  Adkins  appeared  before  you  he 
seemed  to  doubt  that  Mr.  Hann  had  so  reported,  and,  as  I  remember 
his  remark,  said  he  would  like  to  see  that  report.  It  is  strange  his 
chent,  the  comptroller,  has  not  shown  it  to  him.  In  part  2  of  these 
proceedings  it  is  sufficiently  quoted  from  on  the  subject  of  the  bank's 
condition,  and  I  insert  here  a  page  of  that  official  report  received  at 
the  comptroller's  office  June  2,  1913,  on  the  subject  oi  the  Glover  and 
Flather  accounts. 

(The  matter  referred  to  is  as  follows:) 

Treasury  Department, 
Office  of  the  Comptroller  op  the  Currency. 

No.  of  bank,  Ri^  National  Bank,  D.  C. 
Date  of  report,  fi&y  15,  1913. 

GENERAL   REMARKS. 


Your  examiner  desires  to  call  special  attention  to  the  follo^dng  practice  which  Mi. 
Glover  states  "has  been  in  vogue  for  over  40  years  and  which  has  been  reported  and 
and  made  known  to  every  Comptroller  of  the  Currency."  Messrs.  Glover  and  Flather 
(as  individuals)  invest  money  tor  customers  of  the  Riggs  National  Bank,  Washington, 
D.  C,  on  real-estate  security;  they  also  buy  and  sell  stocks  and  bonds  for  customers 
of  the  bank.    Messrs.  Glover  and  Flather  hold  seats  on  the  local  stock  exchange. 

There  is  carried  on  the  individual  led^r  of  the  bank  two  accounts,  viz.,  one  desig- 
nated as  "Glover  &  Flather"  and  the  other  as  "Flather  &  Flather.*'  The  records  of 
the  bank  disclose  that  on  October  5,  1911,  there  was  transferred  from  the  account  of 
"Glover  &  Flather"  $1,800  which  was  placed  to  the  credit  of  profit-and-loss  account; 
on  October  5,  1911,  there  was  transferred  from  the  account  of  "Flather  A  Flather" 
$8,700,  which  was  placed  to  the  credit  of  profit-and-loss  account;  on  October  3, 1912, 
there  was  transferred  from  the  account  of  "Flather  &  Flather"  $3,600,  which  was 
placed  to  the  credit  of  profit-and-loss  account;  on  October  3,  1912,  there  was  trans- 
ferred from  the  account  of  "Glover  &  Flather**  $2,400,  which  was  placed  to  the  credit 
of  profit-and-loss  account.  The  account  of  "Glover  &  Flather"  was  opened  on  the 
individual  ledger  November  30, 1906;  the  account  of  "Flather  &  Flather"  was  opened 
on  the  individual  ledger  January  8,  1907. 

Messrs.  Glover  and  Flather  admit  that  these  accounts  contain  the  commission  or 
profit  on  real-estate  loans;  also  the  commission  on  sale  of  stocks  and  bonds.  They 
state  "that  formerly  the  bank  credited  the  commission  on  reftl-estate  loans  and  sale 
of  stocks  and  bonds  to  a  commission  account,  but  in  deference  to  the  department, 
they  closed  this  account,  and  since  1906,  as  above  stated,  the  commission  or  profit 
has  been  credited  to  their  individual  accounts.** 

Mr.  Glover  stated  to  the  examiner  "that  not  a  dollar  of  the  bank's  assets  was  being 
loaned  on  real  estate.**  He  claims  that,  being  treasurer  of  the  American  Universit]^, 
treasurer  of  the  Corcoran  Art  Gallery,  and  treasurer  of  the  Ix)uise  Home,  there  is 
always  at  his  disposal,  a  IflJ^  amount  of  money  awaiting  in\-estment.  He  further 
states  "That  in  addition  to  the  above-mentioned  institutions  a  great  many  individuals 
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seek  real-estate  investments  through  him  on  account  of  his  wide  experience  in  hand- 
ling Washington  real  estate."  He  states  'Hhis  custom  has  been  in  existence  for  o\*er 
40  years,  and  his  clients  have  been  so  accustomed  to  this  method  that  it  would  be 
difficult  to  induce  them  to  take  any  other  form  of  investment.  In  the  whole  40  yem, 
we  do  not  recollect  the  loss  of  a  dollar  in  the  investments  thus  made." 

He  claims  that  these  transactions  are  entirely  personal;  that  his  clients  imme- 
diately give  a  check  against  their  account  in  the  bank  for  the  money  invested  in  ml 
estate  or  for  the  purchase  of  stocks  and  bonds.  He  claims  that  the  money  is  deposited 
in  the  Riggs  National  Bank  for  the  avowed  purpose  of  bein^  invested  in  real  estate 
or  stocks  and  bonds.  He  states  that  in  this  way  his  deposits  have  been  materialh' 
increased,  in  that  there  is  always  a  large  amount  of  money  seeking  investment,  ne 
states  ''that  these  institutions  would  not  leave  their  money  on  deposit  even  with  2 per 
cent  interest;  that  by  xdrtue  of  the  practice  above  outlined  the  bank  not  only  nas 
the  use  of  the  money  while  waiting  for  investment  but  that  when  the  real-estate 
notes  mature  the  proceeds  thereof  are  deposited  to  the  customer's  credit  until  the 
money  can  be  again  reinvested. 

Mr.  Glover  states  that  "as  far  as  the  profit  is  concerned,  there  is  no  legal  or  monl 
obligation  on  his  j)art  to  turn  it  over  to  the  bank."    He  states  ''the  conunisaioD  or 

Sront  belongs  to  him,  and  that  he  first  began  turning  it  over  to  the  bank  when  the 
iWs  Bank  went  over  into  the  national  system.*' 

He  claims  that  while  usually  these  real  estate  loans  are  investigated  after  banking 
hours,  at  times  he  and  Mr.  Flather  have  investigated  properties  during  banking  hours. 
In  order  to  hold  himself  above  criticism,  he  has  turned  over  every  dollar  of  profit 
to  the  bank.  He  states  "that  he  has  loaned  millions  of  dollars  in  this  way.''  The 
collection  files  of  the  bank  indicate  a  large  amount  of  real  estate  notes  left  ror  collec- 
tion; these  notes  are  filed  with  all  the  other  notes  and  are  not  among  the  assets  of  the 
bank. 

Examiner  Reeves  informed  your  examiner  that  this  practice  had  been  submitted 
by  Comptroller  Ridgley  to  the  (then)  Secretary  of  the  Treasury,  who  had  decided 
that  the  above  practice  was  not  m  contravention  of  the  national  banking  act. 
Respectfully  submitted. 

Samuel  M.  EL\nn,  Examiner. 
To  the  Comptroller  op  the  Currency, 

Wdshingtonj  D.  C. 

Mr.  HoGAN.  I  hardly  think  it  will  be  further  possible  to  misrepre- 
sent, or  for  anyone  to  misunderstand,  the  Glover  and  Flather  account. 

Mr.  Untermyor  in  his  testimony  here  said  two  things:  First,  that 
Mr.  Williams  is  a  good  comptroller;  second,  that  the  Riggs  National 
Bank  was  a  brokerage  shop — I  use  his  own  language — *' was  not  a 
bank  at  all.''  Mr.  Unterm5'er  is  as  correct,  and  no  more  so,  in  the 
first  of  those  statements  as  he  was  in  the  second.  Mr.  Untermyer 
never  has  been  inside  of  the  Riggs  National  Bank  in  his  life  to  iny 
knowledge.     Certainly  he  has  never  examined  its  business. 

The  Riggs  National  Bank  had  in  1914,  9,000  depositors.  It  had 
correspondence  with  several  thousand  national  banks  throughout  the 
country.  It  dealt  in  extensive  foreign  banking  relations,  keeping  iis 
own  accounts  in  London  and  Paris.  It  was  for  a  long  time  tne  only 
banking  institution  in  Washington  whore  jou  could  get  foreign  money, 
which  dealt  in  foreign  exchange.  There  is  no  bauKing  activity  thai 
is  not  conducted  in  the  Riggs  National  Bank  in  connection  with  its 
millions  of  dollars  per  day  m  transactions,  and  against  that  it  was 
found  that  in  about  10  years  its  officers  had  in  2,600  instances  accom- 
modated customers  by  attending  to  their  investments  for  them,  le« 
than  an  average  of  one  a  day,  which  is  the  foundation  upon  which 
Mr.  Untermver  bases  his  sweeping  assertion  that  *^this  was  not  a 
bank  at  all. 

When  Mr.  Untermyer  made  that  statement  and  said  that  Riggs 
Bank  was  nothing  more  than  a  ''stock-brokerage  shop,"  he  forgot 
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that  it  had  been  the  banking  house  of  every  President  of  the  United 
States  since  Lincoln  save  one;  and  not  because  it  is  important,  but 
because  it  is  very  interesting,  I  would  like  you  to  look  at  this  check 
drawn  by  Abraham  lincoln  just  a  few  months  before  he  was  assassi- 
nated. He  is  a  man  that  oamuel  Untermyer  would  tell  you  dealt 
with  a  ''stock-brokerage  shop"  which  '*was  not  a  bank  at  fidl." 

(Mr.  Hogan  here  exhibited  to  members  of  the  committee  a  check 
on  Riggs  Bank  drawn  by  Abraham  Lincohi,  dated  Nov.  18,  1864.) 

You  nave  been  told  that  this  practice  of  acconmiodating  customers 
in  the  matter  of  their  investments  had  ceased.  Senators,  if  any  one 
of  you  want  to  consult  the  well-informed  officers  of  the  Riggs  Na- 
tional Bank — who,  with  one  exception,  are  to-day  exactly  as  they 
were  when  Mr.  Williams  started  nis  fight— about  investments  you 
want  to  make,  the  officers  will  now  extend  that  accommodation  to 
the  bank's^customers,  just  as  bank  officers  the  country  over  are  daily 
doing.  The  only  difference  now  is  that  the  officers  in  their  individual 
capacity  no  longer  charge  a  commission  which  they  turn  over  to  the 
bank,  and  that  difference  is  brought  about  because  the  Federal  reserve 
act  prevents  officers  from  making  any  money  other  than  their  salaries. 

By  reference  again  to  the  first  page  of  this  printed  copy  of  Comp- 
troller Williams*  communication  of  August  12,  1919,  to  Senator 
McLean  it  will  be  found  that  in  heavy  black-faced  type  Mr.  Williams 
has  inserted  this  heading:  '*  Attorney  Hogan  objects  to  making  pubUc 
the  bank's  correspondence  with  the  comptroller.** 

Passing  the  peculiarity  of  having  such  captions  interspersed 
throughout  what  is  pretended  to  be  a  communication  to  the  chair- 
man of  this  conunittee,  and  passing  for  the  moment  the  half-truth 
character  of  even  quotations  of  the  record  of  the  hearings  here  which 
Mr.  Williams  purports  to  make  in  the  August  12  conrnnmication,  I 
want  to  make  cfcar  just  what  Mr.  Wilhams  refers  to  and  make 
plain  the  true  facts  respecting  that  reference. 

As  I  have  already  told  you,  the  correspondence  between  all  Comp- 
trollers of  the  Currency  and  the  Riggs  National  Bank  from  the  date 
of  the  bank's  organization  to  the  time  of  the  hearing  of  the  equity 
suit  in  May,  1915,  was  printed.  The  bank  had  this  correspondence 
printed  for  the  use  of  its  officers,  directors,  and  coimsel,  in  three 
volumes.  The  comptroller  had  this  correspondence  printed  at  the 
Government  Printing  Office,  doubtless  primarilv  for  the  use  of  his 
coimsel  in  the  equity  case;  and  the  ** comptroller's  print,"  like  the 
'^bank's  print,"  consists  of  three  volumes.  Each  volume  of  the 
**  comptroller's  print,"  bears  upon  it  in  black-faced  type  the  words 
''Appendix  to  briefs  for  the  defendant."  We  shall  shortly  see  that 
these  volumes  were  not  at  any  time  an  appendix  to  the  briefs  for  the 
defendants — ^McAdoo  and  Williams — in  the  equitv  case,  and  I  have 
heretofore  given  you  my  version  of  the  reason  for  the  use  of  that 
subtitle.  You  have  been  repeatedly  told  that  from  the  tiine  of  the 
organization  of  the  bank  down  to  the  time  of  the  equitv  suit  in  April, 
1915,  through  the  administration  of  various  conaptrollers,  there  nad 
been  constant  complaint  of  violation  by  the  Riggs  Bank  of  the 
national-bank  laws  and  regulations. 

I  have  already  exhibited  to  you  all  of  the  correspondence  between 
the  bank  and  all  comptrollers  from  the  bank's  oi^anization  to  the 
time  of  the  suit.  It  is  sufficient  here  to  repeat  that  the  entire  cor- 
respondence between  the  Riggs  National  Bank  and  Comptrollers  of 
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the  Currency  from  August,  1896,  to  June,  1914,  a  period  of  approxi- 
mately 18  years,  is  comprised  in  one  small  printed  volume  of  78  pa^. 
The  correspondence  between  Comptroller  Williams  and  the  Kisgs 
National  Bank  from  Jime,  1914,  to  April,  1915,  a  period  of  1 1  mon^ 
is  comprised  in  two  printed  volumes  of  516  pages. 

When  I  last  appeared  before  this  committee  I  stated  that  counsel 
for  the  bank  had  endeavored  to  have  the  judge  presiding  at  the  pre- 
liminary hearing  of  the  equity  case  have  opportunity  to  examine 
this  entire  correspondence,  but  that  that  was  objectea  to  and  pre- 
vented bv  counsel  (or  the  comptroller,  Mr.  Untermyer.  On  the  tet 
page  of  his  August  12,  1919,  letter,  Mr.  Williams,  referring  to  this 
statement,  says: 

Mr.  Hogan,  former  attorney  for  the  Riggs  Bank,  in  his  testimony  before  your 
committee,  indicated  that  the  comptroller's  office  would  deprecate  publication  of 
the  entire  correspondence  with  the  Riggs  National  Bank.  His  insinuation,  or  state* 
ment,  to  that  effect  is  untrue,  and  was,  I  helieve,  deliberately  intended  to  mislead 
or  prejudice  your  committee.  The  truth  is,  it  is  Mr.  Hogan,  or  his  former  client, 
the  Kiggs  Bank,  who  now  objects  to  having  the  daylight  thrown  upon  that  cone- 
spondence — not  the  comptroller. 

On  that  subject,  I  present,  first,  the  equity  case  record;  second, 
what  the  record  of  the  hearings  here  themselves  clearly  shows. 

In  the  record  of  the  proce(Sin^  in  the  equity  division  of  the  Su- 
preme Court  of  the  District  of  Columbia,  Mr.  Justice  McCoy  pre- 
siding, on  Maj  17,  1915,  the  first  d^of  the  preliminary  hearings  in 
the  case  of  Riggs  National  Bank  v.  Williams  et  al.,  pages  19,  20,  21, 
22,  25,  26,  andl?,  the  following  is  found: 

Mr.  Bailey  (counsel  for  the  bank).  If  your  honor  please,  before  we  proceed  I  want 
to  ask  counsel  for  the  defendants  a  question.  Here  are  three  volumes,  entitled  "Com^ 
spondence  between  the  Treasury  Department  and  the  Riggs  National  Bank.'*  printed, 
it  seems,  at  the  same  time  with  their  answers  or  their  affidavits,  and  unifonn  with  them, 
styled  "an  appendix  to  the  briefs  of  the  defendants."  I  wish  to  aak  counsel  if  that 
is  to  be  understood  now  as  before  the  court? 

Mr.  Untermyer  (counsel  for  the  defendants.  Comptroller  Williams  and  Secretary 
McAdoo).  No;  I  do  not  understand  tliat  that  is  before  the  court.  Our  affidavits 
show  what  is  before  the  court.  They  show  that  the  letters  of  criticism  which  hav* 
been  separately  printed  are  before  the  court,  but  that  they  were  not  served  and  wew 
not  given  out  because  of  the  desire  not  to  disclose  the  names  contained  in  those  letters. 

The  Court.  Senator  Bailey,  I  have  not  had  the  volumes  that  you  have  there. 
All  that  I  have  are  those  affidavits. 

Mr.  Untermyer.    These  have  not  been  filed. 

Mr.  Bailey.  Of  course,  but  a  brief  has  been  filed ;  I  understood  that.  The  purpose 
of  my  inquiry  was  to  satisfy  myself  how  far  we  were  justified  in  referring  to  tSse 

Indicating  the  entire  correspondence  between  the  comptrollers*  office  and  the  Riggs 
ational  Bank]  on  the  argument. 

Mr.  Warren  (also  counsel  for  the  defendants,  including  Comptroller  Williamsi. 
Not  at  all. 

Mr.  Bailey.  Then  1  will  ask  except  as  to  those  letters  in  which  the  business  of  the 
bank's  customers  is  discussed,  and  obviously  the  bank  ought  not  to  put  them  befbre 
the  court  and  thus  make  public  the  business  of  its  clients  and  customers — outside  <tf 
those  1  ask  counsel  to  agree  that  in  the  argument  these  letters,  as  they  have  published 
them  themselves,  shall  be  understood  as  before  the  court  and  subJ€Hrt  to  use  in  the 

Timent. 
r.  Untermyer.  We  object  to  that,  if  your  honor  please.  We  object  to  extending 
the  scope  of  this  aigument.  We  are  hopeful  of  being  able  to  close  the  argument  to-day 
and  counsel  has  quoted  very  liberally  in  his  bill  from  those  letters  that  he  desires  to 
use.  We  have  <3[uoted  from  the  letters  that  we  desire  to  use.  We  see  no  reason  for 
dragging  into  this  controversy  all  this  correspondence,  part  of  which  might  or  might 
not  be  competent  if  we  come  to  a  trial  of  the  action,  but  is  certainly  not  competent  or' 
material  here.    They  were  printed  for  private  use  and  for  convenience. 
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The  Court.  I  think  there  is  enough  of  the  record  here  now  to  argue  the  case  on. 

Mr.  BxaEY.  If  your  honor  please,  Uiere  may  be  too  much,  and  in  our  opinion 
there  are  many  allegations  that  could  well  have  been  omitted;  for  instance,  the 
allegation  about  Lotta  Taylor,  about  which  we  have  just  had  a  controversy.  Lotta 
Taylor  never  was  in  the  employ  of  the  Kiggs  National  Bank,  and  consequently  the 
whole  story  about  her  is  irrelevant.  But  I  would  not  have  ventured  to  make  this 
suggestion  except  that  these  letters  have  been  printed  at  the  Government  Printing 
Office,  and  are  designated  as  an  appendix  to  the  brief;  •  *  *  and  surely  if  the 
brief  was  printed  as  this  appendix  to  it  is  printed,  I  would  have  the  right  to  refer 
to  it  and  comment  on  it  and  deduce  such  conclusions  from  it  as  I  could;    *    *    *. 

Mr.  Untermyer.  I  want  to  say  before  we  close  that  part  of  the  discussion  that 
that  is  erroneously  stated  as  an  "Appendix  to  the  brief. " 

Mr.  HooAN.  It  is  printed  three  times. 

«  .      «  «  «  «  «  « 

Mr.  Untermyer  (handing  to  counsel  for  the  bank  a  small  printed  volume  con- 
taining 42  of  the  letters  raferred  to).  There  are  42  letters  of  criticism  referred  to  in 
the  answer,  but  you  have  not  copies  of  them. 

Mr.  HoGAN.  They  will  not  be  used  here,  I  understand? 

Mr.  Untermyer.  They  are  to  be  used.  They  are  a  part  of  our  papers,  but  they 
are  not  to  be  made  public  because  of  the  names  attached. 

Mr.  HooAN.  Oh,  no;  oh,  no.         j^ 

Mr.  Untermyer.  I  say,  oh  yes.     It  is4or  the  court  to  determine. 

Mr.  HooAN.  Well,  let  the  court  determine  it.  My  friend,  and  this  is  impersonal, 
surprises  me  by  his  mental  abilitv.  He  now  hands  me  69  printed  pages,  which 
he  says  are  letters  which  are  referred  to,  but  not  set  out  but  quoted  from  in  the  answer 
whicn  they  desire  to  use  in  Uiis  case  as  part  of  their  answer  ♦  *  *.  Well,  why? 
Are  those  selected  letters,  that  are  before  the  court  and  not  in  this  answer,  any  more 
to  be  referred  to  than  these  other  letters  springing  from  the  same  source,  printed 
by  the  same  defendants?  *  *  *  i  say  to  them,  you  can  use  them  if  we  can  use 
them  all.  We  will  use  none  or  all,  but  we  will  use  all  or  none,  and  we  respectfully 
submit  that  that  ou^t  to  be  and  should  be  and  must  necessarily  be  the  court's  position. 
Why,  f(»8ootb,  has  it  ever  become  right  under  the  practice  here,  to  bring  a  lot  of  letters 
that  yoi)  did  not  file  and  use  them  and  not  bring  all  in  that  you  did  not  file  and  use? 

Mr.  Untermyer.  If  yoiu*  honor  please,  I  do  not  think  my  friend  quite  appr^ends 
the  point  of  discussion.  These  42  letters  are  letters  from  the  department  of  the 
Comptroller  of  the  Currency,  letters  of  criticism  of  this  bank,  and  are  written  from 
time  to  time,  and  are  thus  referred  to  in  Mr.  \^liams's  answer  or  affidavit.  *  ♦  ♦ 
So  that  they  relate  to  official  documents  in  the  possession  of  the  plaintiff,  issuing 
from  the  office  of  the  Comptroller  of  the  Currency,  expressly  sought  to  be  embodied 
in  the  papers  as  part  of  the  papere,  but  not  filed  because  they  contain  the  names  ol 
borrowers  through  a  series  of  years,  and  we  see  no  reason  why  these  people's  names 
should  be  dragged  into  the  controversy  or  be  given  publicity.  That  is  all  there  is 
of  that.    ♦    *    ♦ 

The  Court.  Of  course,  it  raises  the  other  question  as  to  whetiier  or  not  the  Govern- 
ment wants  to  adhere  to  its  purpose  of  keeping  these  matters  private.  Of  course, 
if  they  are  used  on  this  motion  they  have  to  be  filed. 

Mr.  Untermyer.  'Hiat  being  so,  if  your  honor  please,  we  do  not  think  the  exigency 
of  this  case  warrants  the  Government  in  exposing  private  affairs  or  of  private  indivi- 
duals, and  if  these  papers  must  be  filed  m  order  to  be  used,  then  we  shall  not  ask 
that  they  be  used. 

.  Mr.  Bailey.  If  your  honor,  please,  perhaps  this  would  accomplish  all  that  counsel 
desires.  I  am  perfectly  willing  that  all  of  these  letters,  omitting  those  that  discuss 
the  accounts  of  customers,  shall  be  used,  provided  iJiat  also  aU  of  these  letters  passing 
between  the  bank  and  tne  comptroller  pending  this  controversy  or  preceding  this 
controversy  shall  likewise  be  used,  except  those  which  discuss  the  accounts  of 
customers.  I  thoroughly  agree  with  Mr.  Untermyer  that  the  controversy  between 
the  comptroller's  office  and  the  bank  ought  not  to  be  made  the  occasion  of  exhibiting 
to  public  view  the  entirely  private  business  transactions  of  customers  of  the  bank. 
Neither  the  Government  nor  the  bank  would  desire  to  do  that.  I  am,  though, 
sincerely  anxious  that  couns^  shall  have  the  privilege  of  discussing  and  presenting 
to  the  court  all  of  the  letters.    *    *    *    So,  in  order  that  the  court  may  have  the 
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benefit  of  everything,  we  will  agree,  if  it  suite  counsel,  that  all  of  the  letten  in  these 
three  volumes  shall  he  considered  before  the  court  for  the  purjpoee  of  azgumeDt  or 
for  any  other  purpose  if  counsel  please,  except  only  those  in  which  the  tiansactum 
of  customers  are  disc*UBsed. 

Mr.  Untermter.  My  friend  is  too  kind.  We  do  not  think,  your  honor,  that  it 
would  be  possible  to  separate  the  matters  here  and  make  them  intelligible,  if  tbey 
are  to  be  put  in  the  files  without  the  use  of  these  names,  and  therefore  we  shall  not 
insist  upon  this  batch  of  letters  being  considered;  but  counsel  may  have  them  if 
if  they  like. 

Mr.  Bailey.  We  have  them. 

That  is  the  immutable  record.  My  testimony  before  this  com- 
mittee to  the  effect  that  the  counsel  for  the  comptroller  had  by  ob- 
jection prevented  the  laying  before  the  court  oi  the  entire  corres- 
pondence—omitting puBlic  reference  to  customers'  names — ^was 
Dased  on  that  equity  record,  in  the  teeth  of  which  the  comptroller 
circulates  a  document  purporting  to  be  addressed  to  the  chairman 
of  this  committee,  in  wnicn  he  said  that  when  I  informed  you  that 
in  the  equity  case  his  counsel  deprecated  the  pubheation  of  the  en- 
tiro  correspondence,  I  made  an  '*insidkation  or  statement"  wtixA, 
says  the  comptroller,  '4s  untrue,  ^nd  was,  I  believe,  deliberately 
intended  to  mislead  or  prejudice  vour  committee. ''  And  in  die 
face  of  the  record  showing  the  willingness  of  the  counsel  for  the 
bank  to  have  all  of  the  letters  presented  to  the  court  for  its  consid- 
eration, Mr.  Williams  makes  tne  statement  tnat  the  truth  is  that 
the  Rigffs  Bank,  referred  to  bv  him  as  my  ^'former  client,"  or 
myself  object  to  having  the  daylight  thrown  upon  that  correspond- 
ence.    Comment  would  only  weaken  so  obvious  a  situation. 

Now,  Senators,  as  you  know,  I  produced  and  left  with  this  com- 
mittee the  three  volumes  of  the  correspondence  between  the  bank 
and  the  comptroller.  And  with  respect  to  that  correspondence,  in 
part  2,  page  150,  the  following  is  shown  to  have  occurred  here: 

The  Chairman.  That  volume  of  letters  will  be  left  with  the  committee,  Mr.  Hoeas? 

Mr.  IIoQAN.  Yes,  sir.  I  do  not  think  that  volume  of  letters,  however.  shouM  be 
published,  because,  as  I  say,  name  after  name  of  persons  having  no  connection  intb 
this  are  in  it. 

The  Chairman.  I  understand.     It  will  be  considered  in  executive  sesaion. 

Ii  you  will  turn  to  page  1  of  Mr.  Williams's  letter  of  August  12. 
1919,  to  the  chairman  you  will  find  that,  following  his  usual  custom 
when  he  undertook  to  quote  the  record  he,  first,  uses  italics  and,  sec- 
ond, omits  from  his  quotation  the  line  in  which  the  chairman  of  this 
committee  made  the  statement  that  he  understood  that  the  volume 
contained  names  of  persons  having  no  connection  with  this  matter 
and  that  the  correspondence  ''will  be  considered  in  executive  session. " 
Also,  in  part  8  of  the  hearings  before  this  committee,  page  614,  refer- 
ring to  tnis  correspondence  of  the  comptroller  with  the  bank,  the  fol- 
lowing statement  was  made  by  the  chairman. 

The  Chairman.  I  do  not  think  it  is  worth  while  to  enciunber  the  record  with  too 
many  of  them.  I  will  leave  it  to  your  judgment.  You  realize  the  situation.  Th» 
matter  has  been  gone  over  so  many  times. 

In  part  8  of  these  hearings,  on  page  625,  referring  to  the  same 
correspondence,  the  following  is  found: 

The  CbiAiRMAN.  The  correspondents  will  show  the  character  of  their  replies,  aod 
we  have  that  correspondence. 
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In  addition  to  making  the  statements  I  have  already  quoted, 
Comptroller  Williams  further  says  on  page  1  of  this  August  12, 
1919,  pamphlet  of  his: 

I  venture  to  suggest  that  it  was  not  the  names  of  "persons  having  no  connection 
with  this"  that  prompted  Mr.  Hogan's  eagerness  to  prevent  that  correspondence 
from  being  printed,  for  names  which  should  not  be  given  conld  easily  be  deleted. 
It  was  more  probably  his  desire  to  keep  from  the  public  ilhmiinating  facts  re^rding 
the  unlawful  and  discreditable  practices  of  the  bank  and  its  officers,  including  the 
fraudulent  operations  of  Mr.  H.  H.  Flather,  formerly  cashier  of  the  bank,  etc. 

Mr.  Chairman,  there  was,  as  the  record  clearly  shows,  left  with  this 
committee  the  printed  volumes  of  this  entire  correspondence;  both 
the  comptroller  and  myself  have  been  allowed  to  quote  in  this  record 
irom  any  part  thereof;  I  have  here  an  extra  set  of  that  printed  cor- 
respondence, and  I  would  like  you — not  you,  Mr.  Chairman,  because 
you  happe^  to  be  with  the  majority  party  in  Congress;  but  you, 
Senator  Henderson,  who  by  training  and  profession  are  a  lawyer 
and  a  member  of  the  party  of  which  Mr.  Williams  is  a  member — I  am 
going  to  leave  with  you  these  three  printed  volumes  of  the  corresjyond- 
ence  between  the  Comptroller  of  the  Currency  and  the  Riggs  National 
Bank,  the  first  being  the  correspondence  preceding  Mr.  Williams^s 
incumbency  in  office,  the  other  two  volumes  being  the  correspondence 
to  which  Mr.  Williams  refers  in  the  quotation  I  nave  made  from  his 
letter  of  Au^st  12,  1919,  and  I  ask  ^''ou  to  do  two  things:  First,  to 
incorporate  m  the  printed  record  of  these  hearings  any  part  of  this 
correspondence  which  directlv  or  bv  inference  you  find  to  show 
Henry  H.  Flather  guilty  of  tne  slightest  fraudulent  transaction  or 
operations  toward  or  in  connection  with  any  customer  or  client  of  his 
own  or  of  the  bank^s,  and  to  print  it  fearlessly.  Secondly,  if  you  find 
any  correspondence  in  these  two  volumes  which  shows  any  fraudulent 
conduct  or  operations  on  the  part  of  Mr.  Henry  H.  Flather  toward 
any  bank  customer  or  clients,  or  any  client  or  customer  of  his,  which 
I  have  suppressed,  I  ask  vou  to  disregard  utterly  and  entirely  every 
word  I  have  said  before  this  committee. 

Loans  to  ofliicers:  In  his  testimony  here,  which  I  am  endeavoring 
hurriedly  to  rebut,  Mr.  Williams  returned  again  to  his  criticism  oi 
loans  to  ofliicers  of  the  Riggs  Bank.  I  am  not  going  to  repeat  what 
I  have  already  said  on  that  subject;  it  will  be  found  in  part  2  of 
these  hearings.  You  now  know  that  there  was  never  a  loan  to  anv 
officer  of  the  Riggs  National  Bank  that  was  not  collaterally  secured. 
You  now  know,  and  he  has  known,  that  there  was  never  one  dollar 
lost  by  loans  to  any  officer.  You  now  know  that  while  Mr.  Williams 
has  given  Nation-wide  publicity  to  the  loans  made  to  officers  and 
directors  of  the  Riggs  Bank,  he  solicitously  appeared  before  this  com- 
mittee and  urged  that  it  would  be  manifestly  unfair  to  give  the  same, 
or  any  publicity,  to  loans  made  through  the  officers  and  directors  of 
other  national  banks  in  the  city  of  Washington.  A  reference  to 
your  proceedings  here  only  yesterday  is  sufficient  on  this  point.  You 
now  know  that  while  he  was  hounding  the  Riggs  National  Bank,  on 
the  pretext  that  it  had  made  loans  to  its  officers,  and  not  because  he 
was  animated  by  personal  hostility,  the  other  banks  in  this  com- 
munity under  his  very  eyes,  as  ban'ks  throughout  the  country  do, 
were  carrying  loans  to  their  officers  and  directors,  and  you  have  never 
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heard  of  any  of  them  being  harassed  for  it,  and  you  were  told  that  it 
would  be  manifestly  unfair  to  even  make  it  public.  Tte  solicitude 
of  the  Comptroller  of  the  Currency  for  other  institutions,  if  it  had 
been  shown  even  in  a  minor  decree  toward  the  Ri^s,  would  have 
saved  this  committee  a  great  deal  of  trouble. 

I  call  your  attention,  Senators,  to  an  astounding  thing.  Mr. 
WilUams  has  in  his  testimonv  a  number  of  times  referred  to  loans 
to  ofiicers  of  the  bank.  From  his  testimony,  and  from  his  writings 
on  this  subject,  he  habitually  deleted  any  hi^h  grade  collateral  which 
the  bank  had  as  security  for  those  loans,  although  he  has,  and  has 
all  along,  been  fully  informed  just  what  that  collateral  was,  and  at 
the  same  time  he  always  emphasizes  any  low  ^ade  collateral  that 
might  have  been  found  among  the  excess  margm  in  the  security  of 
the  officers^  loans.  So  persistent  was  he  in  creating  an  impression 
of  this  kind  regarding  the  collateral  behind  officers'  loans  that  on 
one  occasion  when  he  had  returned  to  the  subject  he  was  questioned 
about  it  by  Senator  Gronna.  From  this  record  I  assume  that  Sen- 
ator Gronna  has  had  practical  banking  experience,  the  questions  he 
propounded  on  the  various  subjects  here  so  indicating.  In  part  9, 
pages  686  and  687,  what  I  have  referred  to  as  an  astoundinfi;  thine 
win  be  found  recorded.  Seeking  information  regarding  the  collateral 
held  by  the  bank  as  security  for  officers'  loans,  Senator  Gronna 
questioned  the  comptroller.  Permit  me  to  quote  the  record  (pt.  9. 
p.  686-687): 

Senator  Gronna.  What  was  that  collateral? 

Mr.  WTLLLA.M8.  That  has  been  referred  to,  I  think,  once  or  twice.  I  think  it  wv. 
Mr.  Chairman.  Mr.  U.  H.  Flather's  loan  where  five  or  six  stocks  were  read  out,  some 
of  them  selling  as  low  as  1  cent  on  the  dollar,  others  at  1}  cents  on  the  dollar,  othen 
at  9  cents  on  the  dollar,  and  otliers  as  high  as  18.  But  they  were  very  speculatiTc 
stocks.  1  think  I  recall  amon^  them  Rock  Island  preferrea  and  common,  Miflsouri 
Pacific,  and  other  tilings.     I  thiak  the  record  shows  the  list. 

And  then  Senator  Gronna  asked  a  question,  a  pertinent  question 
which  would  be  suggested  to  an  intelligent  mind»  of  the  comptroller, 
and  listen : 

Senator  Gronna.  Were  thev  put  up  at  par  or  put  up  at  actual  value? 
Mr.  Williams,  The  stocks  that  sold  at  1  were  put  up  at  par. 

Mr.  Williams.  Mr.  Chairman,  let  me  interrupt. 
Mr.  HoGAN.  I  do  not  care  to  be  interrupted.     I  did  not  interrupt 
the  gentleman. 

Mr.  Williams.  I  made  no  such  statement  as  that. 

The  Chairman.  You  are  reading  from  the  stenographic  report  ? 

Mr.  HooAN.  Page  687  [reading]: 

Senator  Gronna.  W'ere  they  put  up  at  par  or  put  up  at  their  actual  x^alue? 
Mr.  Williams.  The  stocks  tnat  sold  at  1  were  put  up  at  par. 

Now,  that  he  made  the  statement,  which  he  now  excitedly  seeke'I 
to  deny,  is  conclusively  proved  by  the  very  next  inquiry  of  the  Sena- 
tor [continues  reading]: 

Senator  Gronna.  They  were? 

Mr.  Williams.  1  have  no  doubt  they  were.  They  were  lendiiie  on  stocks  of  * 
highly  speculative  character  at  par.  Some  of  them  were  good.  I  do  not  know  bow 
the  loans  ran  for  a  period  of  years;  how  far  they  were  adequately  margined.  It  wi» 
■^ith  a  view  of  getting  this  information,  as  to  Kow  much  the  hank  haa  l>een  lendinJ^ 
to  its  officers  on  inadequate  margins,  that  I  asked  for  this  report. 
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Senators,  at  the  time  he  made  that  statement  he  had  in  his  posses- 
sion the  truth,  which  would  have  enabled  him  to  give  Senator  Gronna, 
who  was  seeking  the  truth,  the  facts. 

I  hold  in  my  hand  and  exhibit  to  you  photostatic  copy,  obtained 
from  the  comptroller's  office  by  a  process  of  court,  of  the  official 
report  of  the  examination  of  Riggs  National  Bank  by  National  Bank 
Examiner  Hann,  which  report  snows  on  its  face  it  was  filed  in  the 
office  of  the  comptroller  on  June  2,  1913.  Throughout  the  pages  of 
this  report  there  are  marks  of  defacement  and  notes  to  call  attention 
to  particular  parts  of  it,  which  marks  I  charged  were  made  by  John 
Skelton  Williams  personally  with  his  own  hands.  I  exhibit  these 
marks  on  the  face  of  the  pages  of  this  report  to  you  [indcating]. 
I  call  attention  to  that  not  oecause  I  want  you  to  see  the  marks,  but 
in  order  to  emphasize  the  fact  that  this  paper  had  been  before  Mr. 
Williams  personally,  and  that  the  data  reported  officially  in  it  bv 
the  national  bank  examiner  on  this  very  subiect  with  reapect  to  which 
Senator  Gronna  interrogated  the  comptroller  was  before  Mr.  Wil- 
liams personally.  There  is  no  conceivable  loophole  through  which 
the  witness  can  crawl  on  this  subject. 

On  page  8  of  this  national  bank  examiner's  report,  under  the  head- 
ing "Attention  called  to  the  following  loans  to  directors,  Schedule 
D,''  is  the  following  [reading]: 

$71,(K)0 — M.  E.  Ailee:  Secured  by  mixed  stock  exchange  collateral  worth  (last 
quotation)  $46,700.  $35,000  joint  with  other  individuals  worth  $500,000  (temporary 
loan)— used  to  improve  (Commercial  Club. 

$fi3, 500— Henry  H.  Flather:  Secured  by  mixed  stock  exchange  collateral  worth 
$75,000. 

$71,925 — William  J.  Flather:  Secured  by  mixed  stock  exchange  collateral  worth 
$94,000. 

$54,000 — C'harles  C.  Glover:  Secured  by  500  shares  stock  American  Security  & 
Trust  Co.,  D.  C,  at  300,  $150,000. 

Permit  me  to  emphasize  that  the  foregoing  was  in  an  official  report 
rendered  as  a  result  of  the  bank  examination  conducted  just  the  sum- 
mer before  Comprtoller  Williams  started  his  fight  on  tne  Riggs  Na- 
tional Bank,  which  official  report  he  had  personal  knowledge  of  long 
before  he  made  his  statements  here  regarding  the  officers'  loans  and 
before  Senator  Gronna  propounded  the  pertinent  relevant  question 
that  naturally  suggested  itself  to  any  intelligent  man.  Note,  please, 
that  the  collateral  was  not  listed  at  par,  but  at  the  actual  value,  as 
found  bv  the  national  bank  examiner,  according  to  the  l^t  quota- 
tions, ffote  further  that  as  to  Mr.  Ailes,  behind  $35,000  of  his  in- 
debtedness there  were,  at  the  market  value,  collateral  worth  $46,700, 
or  a  $10,000  margin,  and  as  to  $35,000,  a' mere  temporary  loan,  made, 
as  you  will  notice,  for  a  public  purpose,  Mr.  Ailes  was  a  joint  maker 
wim  other  individuals  worth  $500,000  according  to  the  bank  ex- 
aminer's investigation  as  regards  Mr.  Henry  H.  Flather's  indebted- 
ness of  $63,500,  the  bank  examiner  officially  reported  it  secured  by 
collateral  worth  $75,000.  Mr.  William  J.  Flather's  indebtedness  of 
$71,925  was  secured,  according  to  the  bank  examiner's  official  report, 
by  collateral  worth,  at  the  then  last  quotation,  $94,000  a  margin  of 
$23,000.  And  Mr.  Charles  C.  Glover's  loan  of  $54,000  had  behind  it 
collateral  the  market  value  of  which  was  at  the  time  $150,000,  nearly 
three  times  the  amount  of  the  loan. 

And  with  this  information  before  him  Comptroller  Williams  in- 
forms Senator  .Gronna  that  collateral  was  not  put  up  at  its  acV^^iSS. 
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value,  but  at  par — a  statement  which  naturally  brought  forth  these 
inquiries  from  Senator  Gronna:  '*They  were?''  To  which  Mr. 
Williams  responded  ^'I  have  no  doubt  they  were."  The  context 
shows  that  no  error  was  made  in  the  reporting. 

On  page  1 4  of  this  bank  examiner's  report,  which  I  am  exhibiting 
here  to  you  and  which,  I  repeat,  Mr.  Williams  had  persoimlly  before 
him,  the  examiner  says,  reganling  Riggs  Bank  loans: 

Of  total  loans  $6,700,000  are  secured  by  collateral;  90  per  cent  of  which  are  secured 
by  marketable  and  quick  collateral. 

But  that  is  not  all  there  is  in  the  way  of  the  almost  inconceivable 
creating  of  false  impressions.  Mr.  Williams  would  lead  the  com- 
mittee to  believe  that  he  had  shown  in  the  record  here  the  list  of 
collateral  behind  Mr.  Henry  H.  Flathcr's  loan  with  the  bank  in  1914. 
The  fact  is  that  he  did  put  in  a  list  of  what  he  endeavored  to  lead 
this  committee  to  believe  was  the  collateral  behind  Mr.  Flather's 
loan,  in  which  list,  however,  he  gave  you  only  the  following  stocks: 

USTED. 

Two  hundred  shares  St.  Louis  &  San  Francisco  preferred  stock;  100  Rock  Island 
Railroad  preferred  stock;  100  Rock  Island  Railroad  common  stock;  200  shares  l^lissouri 
Pacific  Railroad  stock;  200  shares  Inspiration  Consolidated  Copper  stock;  350  shares 
Intercontinental  Rubber  stock. 

When  Mr.  Williams  put  that  list  in  the  record  he  knew  from  this 
bank-examiner's  report  which  I  hold  here  in  my  hand  before  you, 
that  the  Henrv  H.  Flather  loan  of  $63,500  was  secured  bjr  coUateral 
haying  a  market  value  of  $70,000,  and  he  had  been  furnished  with 
a  list  showing  every  security  in  that  collateral,  which  list  is  as  fol- 
lows: 

One  hundred  shares  Security  Storage  stock;  65  shares  Southern  Railway;  12  shares 
Norfolk  &  Washington  Steanilwat  Co.;  150  shanks  Washington  Railway  <t  Electric; 
200  shares  Inspiration  Consolidated  Copper;  $20,000  of  Wabash  first  registered  anti 
extend e<l  4'8;  350  shares  of  Intercontinental  Ruhber;  200  shares  Missouri  Pacific:  50 
shares  People's  Gas;  10  shares  American  Car  &  Foundry;  100  Rock  Island  preferred; 
100  Rock  Island  common;  200  St.  Ix)uifl  &  San  Francisco  second  preferred  Total, 
$653,500.     Value  of  collateral,  $70,000. 

All  the  above  is  here  in  plain  typewriting  in  the  official  report  of 
the  national  bank  examiner. 

But  more  than  that,  on  July  14,  1914,  is  a  letter  addressed  to  Mr. 
Williams  in  response  to  one  from  him  dated  July  2,  1914,  to  which 
he  personally  made  reply,  and  which  there  can  be  no  question  thit 
he  personally  saw  and  was  familiar  with,  which  letter  will  be  found 
on  pages  94  to  119,  inclusive,  of  the  printed  volume  of  the  corres- 
pondence between  Mr.  Williams  and  the  Riggs  Bank,  Mr.  Williams 
was  informed  that  the  loans  to  Henry  H.  Flather,  on  May  18,  1914, 
ag§;regated  $63,500,  and  were  secured  by  stock  and  bonds,  a  list  of 
wnich  was  given  him  and  which  list  is  precisely  the  same  as  that 
last  above  (quoted.  (See  pp.  108,  109,  of  the  correspondence. )  The 
list  transmitted  on  July  19,  1914,  to  Comptroller  Williams  showed 
that  the  above  listed  Southern  Railway  was  preferred  stock  and  the 
above  listed  150  shares  of  the  Washington  Railway  &  Electric  was 
preferred  stock. 

You  will  see  that  knowingly  and  deliverately  Mr.  Williams  pre- 
sented to  you  as  the  collateral  for  Mr.  Flather's  loan  the  names  of 
six  securities,  when  tive  \\a\,  ot  \tvat  collateral,  in  liis  posscssioD, 
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showed  13  securities  in  the  collateral;  you  will  see  that  he  made  no 
reference  to  the  fact  that  in  the  collateral  there  were  100  shares  of 
Security  Storage  stock  having  a  market  value  at  that  time  of  $190 
per  share,  its  par  value  being  $100;  that  he  made  no  reference  to 
the  Norfolk  &  Washington  Steamboat  Co.,  one  of  our  very  highest 
grade  securities,  and  that  he  even  deleted  the  50  shares  of  Peoples 
Gas  stock  which  appears  in  the  list  between  the  Missouri  Pacific  and 
the  Rock  Island  stock  which  he  did  mention. 

I  could  go  on  and  give  you  case  after  case  of  illustrations  like 
that,  but  it  would  be  wasting  your  time. 

Mr.  Williams  said  that  I  did  not  read  the  prices  of  stock  that 
he  had  made  reference  to  in  one  of  his  letters.  I  was  only  iUustrat* 
ing  at  the  time  this  thing  which  showed  how  he  selected  certain 
low  grade  stocks  from  a  list  in  which  they  merely  represented  excess 
margin  collateral,  the  complete  list,  if  truthfully  presented,  showing 
that  the  loan  in  question  was  safely  secured.  Now,  T  have  shown 
you,  I  think  conclusively,  that  this  public  official,  appearing  before 
a  Senate  committee  with  the  data  wnich  would  enable  him  to  state 
the  truth  in  his  possession,  deliberately  suppressed,  valuable  infor- 
mation, deliberately  created  false  impressions,  deliberately  untruth- 
fully answered  plain  Questions  propounded  to  him  by  Senators,  in 
instances  where,  if  he  disclosed  the  facts  in  his  possession,  they  would 

{)rove,  first,  the  untruthfulness  of  his  statement,  second,  the  paranoic- 
ike  malice  of  the  man. 

You  remember  in  this  record  when  the  subject  came  up  of  loans 
made  by  certain  District  of  Columbia  banks  to  members  of  the 
family  of  Comptroller  Williams,  I  said  that  I  would  later  refer  to 
that  subject  in  another  connection.  I  now  simply  call  attention  to 
the  fact  that  James  Trimble,  a  national  bank  examiner,  under  dates 
of  June  30,  1919,  and  July  8,  1919  (part  4,  pp.  255  and  257,  Senate 
hearings),  in  two  letters  obviously  dictated  Dy  Mr.  WUliams  on  the 
subject  of  the  collateral  security  in  the  Commercial  National  Bank 
and  the  Munsey  Trust  Co.  of  John  L.  Williams  &  Sons*  loan,  says, 
that  the  Georgia  and  Florida  bonds  found  among  the  coUateral  for 
those  loans  **may  be  considered  nothing  but  excess  margin,''  as 
the  phrase  is  in  the  June  30,  1919,  letter,  or  *' might  reasonably  have 
been  regarded  as  excess  margin,"  as  it  phrased  in  the  July  8,  1919 
letter.  But  when  low  grade  securities  are  found  among  high  grade 
securities  in  the  collateral  of  Mr.  Flather  they  were  not  ''considered 
nothing  but  excess  margin,'*  but  are  listed  in  Mr.  WUliams'  corres- 
pondence with  the  bank  and  sent  to  this  committee  here  as  though 
they  constituted  the  only  collateral. 

That  collateral  behind  the  loans  to  the  officers  were  put  up  at 
their  market  and  not  at  their  par  value  was  a  fact  which  was  evi- 
<lenced  by  data  immediately  under  Comptroller  Williams'  eyes  when 
he  answered  Senator  Gronna  here,  for  by  reference  to  part  9,  page 
687,  of  these  hearings,  you  will  find  that  at  the  very  time  that  Sen- 
ator Gronna  indicated,  he  had  before  him  information  respecting 
the  Felt  note,  made  for  the  accommodation  of  Mr.  William  J.  Flather, 
the  loan  being  $17,500,  secured  by  120  shares  of  Mergenthaler  stock, 
the  market  value  of  which  was  on  the  date  of  that  loan  $224  per 
share;  the  value  of  the  coUateral  being  therefore,  $26,880  to  secure 
a  loan  of  $17,500. 

144836—19 57 
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One  moro  instance,  Senators,  in  this  same  connection,  to  show 
what  I  be^  leave  to  characterize  as  the  devilish  ingenuity  of  the 
man:  He  says,  at  the  bottom  of  page  686,  part  9,  of  these  hearing, 
that  some  of  the  stocks  which  were  in  the  collateral  of  the  H.  H. 
Flather  loan  were  '^selling  jis  low  as  1  amt  on  the  dollar,  others  at 
1^  cents  on  the  dollar,  others  at  9  cents  on  the  dollar,  and  others  as 
hiehaslS.'* 

Wliat  is  the  inference  yon  draw  regarding  the  market  price  of  the 
last  stock  he  thus  mentions?  You  understood  from  that  that  the 
stock  he  referred  to  was  selling  as  low  as  18  cents  on  the  dollar,  did 
you  not?  Well,  the  truth  is  that  the  stock  he  there  refers  to  and 
which  he  also  listed  in  the  same  connection  in  his  letter  of  July  26, 
1914,  to  the  Riggs  National  Bank  (see  p.  137  of  correspondence)  is 
**  200  shares  Inspiration  Consolidated  Copper  Stock,''  which  at  that 
time  was  cjuoted  in  the  market  at  SI 8  per  share,  the  par  value  of 
which  was  S20  per  share,  so  that  it  was  at  that  time  selling  for  90 
per  cent  of  its  par.  Note  that  he  was  particular  not  to  say  **  18  cents 
on  the  dollar,'  though  he  had  used  the  expression  *'  1  cent  on  the  dol- 
lar," '*9  cents  on  the  dollar,"  with  reference  to  the  other  stocks  in  the 
same  sentence.  But,  of  course,  no  one  could  read  his  statement  in 
any  other  light,  and  the  false  impression  would  have  been  created 
by  the  habitual  half-truth  method,  if  I  did  not  now  call  your  atten- 
tion to  it. 

In  the  summer  of  1914,  in  order  that  Mr.  Williams  woidd  not  even 
have  a  pretext  for  continuing  any  controversy  on  the  subject  of  loans 
in  the  Riggs  Bank  to  its  officers,  the  officers  decided  that  irresi>ective 
of  how  good  their  collateral  was,  they  would  not  cairy  its  loans  in 
that  bank,  and  they  had  no  difficulty  whatever  placing  them  with 
other  banks,  and  placing  them  with  other  banks  under  the  super- 
vision of  the  Comptroller  of  the  Currency.  The  entire  loans  taken 
from  Riggs  Bank  and  placed  with  other  banks  in  Washington  at 
that  time  by  the  four  officers  of  the  bank,  Mr.  Glover  excepted,  as 
he  had  no  loans  whatever  in  Riggs  Bank  or  any  other  Washington 
bank  at  that  time,  totaled  $144,800,  Mr.  Ailes  having  $17,500.  Mr. 
W.  J.  Flather,  $63,800,  and  Mr.  H.  H.  Flather,  $63,500.  Were  they 
good  loans  ?  If  they  were  not  it  was  the  comptroller's  dutv  to  order 
them  out,  for  they  were  carried  by  banks  right  here  in  Washington 
under  his  control.     He  did  not  do  it. 

Loans  to  Treasury  officials  and  members  of  their  families:  There 
was  another  pretext  for  the  line  of  conduct  on  the  part  of  Comptrollfl' 
Williams  toward  the  Riggs  Bank  in  1914  and  1915,  and  that  it  was 
simply  a  pretext  is  now  proved  by  his  oami  actions.  Mr.  Willians 
in  nealing  with  the  Riggs  Bank  indicated  that  loans  made  by  the 
bank  to  Secretaries  of  tne  Treasury  or  previous  Secretaries  of  the 
Treasury  and  Assistant  Secretaries,  to  Comptrollers  of  the  Currency, 
or  to  any  members  of  the  families  of  any  such  officials,  ftunish^ 

f rounds  not  only  for  criticism  but  for  condenmation.  In  an  ^- 
avit  he  filed  in  the  equity  case — and  which  was  sent  throughout  this 
country  in  a  24-page  circular  printed  at  the  Government  Printing 
Office,  circulated  at  Government  expense,  as  part  of  Mr.  Williams 
Riggs  Bank  propaganda — he  listed,  as  something  xmcovered  bv  his 
vigorous  official  conduct,  the  fact  that  the  Riggs  Bank  had  loaned 
money  in  the  past  to  persons  who  happened  to  be  Treasury  officiak 
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and  members  of  the  families  of  Treasury  officials.  The  standard 
that  he  pretended  to  hold  up  is  indicated  by  these  inquiries  of  his 
addressed  to  the  Riggs  Bant.  Under  date  of  November  24,  1914 
(p.  310,  correspondence),  he  wrote  to  the  bank  a  letter,  and  among 
other  things  he  said: 

Yon  are  now  reque?ted  to  send  to  this  office,  within  five  days,  a  special  report 
showing  all.  loans  which  the  Riggs  National  Bank  has  made,  either  directly  or  indi- 
rectly, at  any  time  in  the  past  10  years,  to  the  Secretaries  of  the  Treasury.  Assistant 
Secretaries  of  the  Treasury,  Comptrollers  of  the  Currency  and  national  hank  exami- 
ners, and  members  of  the  families  of  these  respective  officials    *    *    * 

And  under  date  of  September  5,  1914,  replying  to  a  letter  from 
the  bank  in  wliich  he  had  been  informed  in  substance  that  the  bank 
had  no  way  of  knowing  the  names  of  all  national  bank  examiners, 
and  the  names  of  members  of  national  bank  examiners'  families,  over 
a  period  of  ten  years,  although,  of  course,  the  bank  could  recall  those 
bank  examiners  who  had  official  relations  with  the  Riggs  Bank  during 
that  time,  the  comptroller  said: 

If  you  will  furnish  the  information  called  for  as  to  the  national  bank  examiners 
(and  members  of  their  families)  who  have  had  official  relations  and  who  have  borrowed 
money  from  you  (or  members  of  whose  families  have  borrowed  from  you),  this  infor- 
mation will  suffice,  for  the  present,  as  to  bank  examiners. 

It  will  be  observed  that  Comptroller  John  Skelton  Williams  thus 
indicated  that  loans  to  members  of  the  families  of  Comptrollers  of 
the  Currency,  or  other  Treasiu'y  officials,  were  apparently  things 
of  a  sinister  nature.  Obviously  he  was  taking  the  high  and  lofty 
position  that  there  was  something  crooked,  worthy  of  condemnation, 
if  a  national  bank  in  Washington,  subject  to  the  supervision  of  the 
Comptroller  of  the  Ciorrency,  should  loan  money  ^  ^  to  the  members  of 
the  families"  of  comptrollers  or  members  of  the  famiUes  of  Assistant 
Secretaries  or  examiners. 

The  Riggs  National  Bank  gave  him  fully  and  completely  the 
information  he  called  for,  with  the  result  that  he  responded  with  a 
slurring  reference  to  honorable  gentlemen  who  hadT  occupied  the 
office  of  Assistant  Secretary  of  the  Treasury,  which  reference  I 
will  pass  for  the  moment,  as  at  this  point  I  want  to  direct  your 
attention  to  what  the  record  now  shows  his  real  position  to  be  as 
regards  this  widely  heralded  idea  of  public  virtue.  While  Riggs 
Bank  was  getting  this  sort  of  treatment  from  Comptroller  WilUams, 
because  in  a  few  instances  covering  a  decade  of  years  there  had 
been  perfectly  legitimate  financial  transactions  between  the  bank 
and  those  who  had  held  high  public  office,  and,  I  think,  in  a  few 
instances,  members  of  the  mnailies  of  persons  who  happened  to  be 
Treasury  officials,  the  Commercial  ^^ational  Bank  was  carrying 
and  is  still  carrying  large  loans  to  John  L.  WiUiams  &  Sons,  oi 
Richmond,  Va.,  a  firm  of  which  John  Skelton  Williams  was  for- 
merly a  member,  a  firm  composed  of  members  of  the  family  of  Comp- 
troller Williams.  And  also  the  record  now  shows  that  the  Munsey 
Trust  Co.,  of  Washington,  a  bank  under  the  direct  control  of  the 
Comptroller  of  the  Currency,  in  the  same  manner  as  national  banks 
in  this  city  are  under  then*  official  supervision,  in  1916  carried  a 
loan  to  this  same  John  L.  WiUiams  &  Sons,  and  also  that  the  Munsey 


898  XfOMIKATIOK  OF  JOHIST  SKELION  WIZ^UAlfB. 

Trust  Co.  has  made  a  loan  or  loans  to  a  ** member  of  the  family/- 
namely  a  brother,  of  Comptroller  WilUams,  that  member  of  the 
comptroller's  family  bemg  \Ir.  Lancaster  Williams.  John  L.  Wil- 
liams &  Sons  are  brokers  and  bankers  of  Richmond,  Va.  I  do  not 
know  whether  the  bankhig  facilities  of  Richmond,  of  the  numerous 
State  banks  there  and  elsewhere  wliich  do  not  come  under  the  super- 
vision of  the  Federal  Comptroller  of  the  Currency,  are  or  are  not 
sufficient  to  carry  the  loans  required  by  the  members  of  the  family  d 
Comptroller  Williams,  who  constitute  the  firm  of  John  L.  Williams 
&  Sons.  • 

I  do  not  even  know  if  there  is  any  necessity  for  an  explanation 
why  these  members  of  Comptroller  Williams's  family  have  to  make 
loans  of  banks  which  are  under  the  immediate  supervision  of  Brother 
Skelton  right  here  in  Washington.  I  ascribe  no  impm'e  motives  to 
the  transactions  referred  to.  1  have  no  doubt  that  tlie  loans  carried 
by  these  two  Washington  banks  for  the  members  of  Comptroller 
Williams's  family  during  the  period  Mr.  WiUiams  has  been  in  oflBce 
and  has  had  these  baiucs  under  his  supervision  were  all  properly 
coUateraled.  The  one  and  only  point  1  make  is  that  while  Jolm 
Skelton  Williams  flayed  the  Riggs  National  Bank,  wrote  letters 
which  indicated  that  loans  were  made  by  it  to  members  of  families 
of  comptrollers  of  the  currency,  that  was  a  thing  for  condemnation 
and  censure,  he  seems  to  have  oeen  entirely  complacent  in  the  matter 
of  loans  by  the  Commercial  National  Bank  and  the  Munsey  Trust 
Co.,  both  of  Washington,  D.  C,  to  these  members  of  his  own  family. 
Is  it  not  fair  that  he  be  judged  and  condemned  by  his  own  pretended 
standard  ? 

Mr.  Trimble,  in  his  letters  of  Jmie  30  and  July  8,  1919,  to  Comp- 
troller WilHams,  which  appear  on  pages  255-257  of  the  hearings 
here — which  letters  he  who  runs  may  read  and  see — ^were  dictated  by 
Comptroller  Williams  because  y^u  are  now  thoroughly  familiar  witl 
the  literarv  style  of  Mr.  Williams's  own  favorite  author,  who  is  John 
Skelton  WiUiams — on  the  subject  of  the  John  L.  Williajns  &  Sons' 
loans,  saj^s  to  the  comptroller: 

I  have  npvor  diHcussed  ^\^th  you  at  any  time  the  account  with  the  C«»mmcrcial 
National  Bank  (;f  the  firm  of  Air,  John  L.  Williams  &  Scjns,  in  which  firm  !>«•:•» 
coming  to  Washington  you  were  at  one  time  interested,  but  with  which  I  iindenftand 
you  have  not  l)een  connecte<l  for  m^ire  than  six  years  j^ast,  and  as  far  aa  mv  knowled^ 

SK«.  you  did  not  know  that  tlie  lirm  had  an  account  with  the  Commercial  Nati  <di1 
ank  during  any  j)ortion  of  the  past  five  ye^rs,  or  that  it  has  ever  bi>m>wed  a  d<41« 
from  them  in  this  period. 

From  which  ciuotatioii  you  will  see  that  Mr.  Williams  did  not  ad- 
dress his  inquiries  for  data  regarding  the  loans  made  to  comptroUeis 
of  the  cmTencv,  and  members  of  their  families,  to  banks  generally, 
but  conj&ned  that  line  of  inquiry  to  the  Riggs  Bank.  Is  it'^not  clear 
that  if  Mr.  Williams  had  evidenced  half  of  the  industry  in  directbig 
inquiries  to  the  other  national  banks  that  he  evidenced  in  directing 
inquiries  to  the  Riggs  National  Bank,  this  very  obvious  information 
that  a  firm  composed  of  members  of  his  family  had  an  aecoimt  with 
the  Commercial  National  Bank  during  the  past  five  years  and  f<Mr 
several  years  had  loafis  made  by  this  firaa,  would  have  been  obtained f 

It  is  inferable  from  Mr.  Trunble's  statement  that  he  never  dis- 
cussed with  Comptroller  Williams  the  loans  which  the  Commercial 
National  Bank  made  to  the  firm  of  Mr.  John  L.  Williams  &  Sods, 
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and  that  Mr.  Trimble  never  criticized  those  loans.  Senators,  having 
seen  in  this  very  room  Mr.  Williams  and  Mr.  Trimble,  can  you  imag- 
ine Jam'^s  Trimble  criticizing:  to  Brother  Skelton  any  loans  made 
by  Washington  banks  to  Brother  Lancastor?  Do  you  not  know 
that  Mr.  Trimble  would  sooner  enter  a  den  of  ferocious  lions  than  to 
be  guilty  of  any  such  conduct  ? 

ihave  already  referred  to  the  fact  that  when  in  December,  1914, 
the  Riggs  Bank  had  transferred  to  Comptroller  Williams  the  infor- 
mation he  sought  with  respect  to  any  loans  which  had  been  made 
at  any  time  in  10  years  to  any  of  the  Treasury  officials  mentioned,  or 
to  any  person  who  within  that  time  had  been  such  a  Treasury  official^ 
whether  the  loans  were  made  prior  or  subsequent  to  the  time  when 
they  held  public  office,  the  information  brought  forth  from  Mr.  Wil- 
liams a  slurring  reference  to  his  predecessors  in  the  office  of  the 
Assistant  Secretary  of  the  Treasury.  Writing  to  the  Riggs  Bank 
on  December  22,  1914,  he  said  (p.  382  of  the  correspondence) : 

From  your  letter  of  December  9.  it  is  noted  that  the  money  loaned  by  the  Riggs 
National  Bank  to  the  Assistant  Secretaries  of  the  Treasury  during  the  past  10  years 
was  apparently  limited  to  those  Assistant  Secretaries  who  were  or  had  been  in  charge 
of  !he  *  fiscal  bureaus,' '  embracing  the  bureau  having  supervision  over  national  banks: 
the  other  Assistant  Secretaries,  from  your  statement,  do  not  appear  to  have  been  re- 
cipients of  your  favors. 

It  is  interesting  to  note  that  among  the  honorable  gentlemen  he 
thus  gratuitously  slurred  are  foxmd  such  names  as  Horace  A.  Taylor, 
Robert  B.  Armstrong  (who,  bv  the  way,  my  recollection  is,  was 
Assistant  Secretary  in  charge  of  customs  matters),  Charlr  s  H.  Keep, 
Louis  A.  Coolidge,  A.  F.  Statter,  and  others.  Nowhere  did  Mr.  Wil- 
liams ever  point  out  that  the  banking  transactions  which  these  gentle- 
men apparently  naturally  conducted  in  the  city  where  they  lived  were 
not  in  every  respect  perfectly  legitimate,  an<i,  following  his  bent  of 
creating  false  impressions,  he  failed  to  mention  the  excess  where  the 
loans  actually  antedated  or  ocx5urred  subsequent  to  the  times  when 
the  gentlemen  mentioned  held  public  office.  On  the  subject  the 
officers  of  the  Riggs  Bank,  tmder  date  of  December  24,  1914,  replied 
to  the  above-quoted  extract  from  Mr.  Williams's  December  22,  1914, 
letter  as  follows: 

But  as  your  letter  of  December  22  returns  to  the  subject  for  a  third  time,  and  prac- 
tically charges  that  we  made  loans  to  certain  Assistant  Secretaries  of  the  Treasury 
because  they  were  in  charge  of  the  ''fiscal  bureaus/*  and  that  we  did  not  extend 
fovors  to  other  Assistant  Secretaries,  you  would  perhaps  have  a  right  to  accept  our 
further  silence  as  an  acquiescence  in  your  imputation,  and  therefore  wo  feel  that  we 
owe  it  to  ourselves,  as  well  as  to  the  officers  whose  int^rity  is  thus  questioned,  to  an- 
alyze the  loans  made  to  the  Assistant  Secretaries  of  the  Trcafiur>'  as  reported  to  you 
in  our  statement  of  December  9. 

It  appears  from  that  statement  that  during  the  time  covered  by  your  inc[uiry  we 
made  baas  to  nine  men  who  were  or  had  been  or  became  Assistant  Secretaries  of  the 
Treasury.  Of  that  number  Messrs.  Vanderlip,  Ailes,  and  Statter  never  borrowed  a 
dollar  from  the  bank  until  after  their  connection  with  the  Treasury  Department  had 
been  severed.  The  two  loan?  to  Mr.  Howell,  which  that  statement  shows,  were  made 
more  than  six  years  after  he  had  ceased  to  be  an  Assistant  Secretary  of  the  Treasurj-. 
and  Mr.  Coolidf^e  obtained  both  of  his  loans  before  ho  became  an  Assistant  Secretary 
of  the  Treasury-  The  lirst  loan  of  $500  to  Mr.  Coolidge  was  made  Januar>'  15,  1906, 
and  paid  April  15,  1900,  both  the  loan  and  the  payment  antedating  his  appointment 
as  Assistant  Secretary  of  the  Treasury  almost  two  years.  The  second  loan  of  §4,500  to 
Mr.  Coolidge  had  been  reduced  by  payments  on  account,  and  the  balance  due  on  it 
when  Mr.  Coolidge  was  appointed  Assistant  Secretary  of  the  Treasury  was  ?1,02>^.12, 
which  was  continued  by  successive  renewals  and  curtails  until  finally  paid  in  full. 
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It  thus  appears  that  the  loans  to  five  of  the  nine  Assistant  Secretaries  of  the  Tpeasury 
were  not  made  to  them  during  their  term  of  o(lice,  and  certainly  there  can  be  no  reason- 
able ground  for  Hupposing  that  tliose  loans  were  made  to  them  on  account  of  their 
oflicial  position,  because  thev  held  no  official  position  when  the  loans  were  made. 

Thus  we  reduce  the  number  of  assistant  secretaries  who  obtained  loans  from  this 
bank  during  their  term  of  office  to  Armstronp:,  Keep,  Taylor,  .and  Edwards. 

Mr.  Armstrong  obtained  only  one  loan  dunng  his  term  of  office,  for  $1 .000,  which  he 
afterwards  piid  in  full. 

Mr.  Keep  obtained  but  one  loan,  and  while  that  loan  was  for  the  considerable  mm 
of  $19,000  it  is  not  necessary  for  us  to  tell  anybodjr  connected  with  the  Treasury  Deptrt- 
ment  that  Mr.  Keep  is  a  very  rich  man  and  entitled,  at  any  well -conducted*  banL  to 
almost  any  loan  for  which  he  would  apply.  Mr.  Keep  is  now  chjuxman  of  the  board  oil 
the  (/olumbia  Trust  (-o..  New  York.  In  addition  to  Mr.  Keep's  wealth  and  Cnand&l 
standin;^,  his  loan  was  well  secured  by  collateral. 

Mr.  Taylor,  to  whom  several  loans  were  made,  the  principal  ones  being  secured  by 
colbtcral.  wa?  not  only  a  gentleman  of  such  character  and  standing  a«  secured  far 
him  an  appointrnent  to  the  honorable  office  of  Assistant  Secretary  of  the  Treanur, 
but  he  was  UkewTse  a  man  of  fortune,  and  his  credit  was  such  as  to' have  eititled  his 
t-o  even  larger  accommodations  than  those  he  received  at  our  bank. 

Mr.  iidwards  obtained  several  loans,  all  except  two  for  small  amounts,  ranging  from 
$106.05  to  $750,  and  the  two  larger  loans  were  amply  secured  by  callateraL  )fr. 
Edwards  also  appears  in  that  list  as  an  indorser  of  a  note  for  $33,000  made  by  his  wile, 
and  amply  secured  by  colliteral.  While  Mr.  Edwards  himself  was  not  understood  to 
be  a  man  of  much  property  and  would  not  have  been  entitled  to  any  consddenlle 
accommodation  except  upon  ampli?  security,  his  wife,  Mrs.  Margaret  J.  Edwaitls, 
possessed  a  good  propertv,  and  that  circumstance  led  us  to  consider  Mr.  Edwudi 
perfectly  safe  for  the  small  accommodations  extended  to  him. 

We  have  thus  analyzed  the  list,  and  we  submit  to  your  sense  of  fairness  that  then 
is  not  the  slightest  reason  to  suppose  that  any  loan  embraced  in  it  was  made  for  other 
than  legitimate  and  honorable  business  reasons. 

Othor  loans:  I  have  already  informed  you  in  part  2  of  thfs«  hetf- 
ings  of  the  incomparable  record  of  the  Ilifi^gs  Bank  in  the  matter  of 
the  exceedingly  few  loss' s  ever  sustained  by  it  on  loans.  I  showed 
you  that  up  to  1914,  after  a  period  of  18  years,  in  which  it  has  carried 
millions  of  dollars  in  loans,  during  which  for  many  years  its  loans 
averaged  between  $6,000,000  and  $8,000,000,  its  total  entire  loss  had 
been,  in  round  figures,  only  $40,000.  Mr.  Williams  in  his  testimonv 
returned  to  the  subject  of  the  James  D.  Richardson  loan,  about  which 
I  have  trustified.  I  have  covered  it  sufficiently  and  refer  to  it  again 
purely  for  rebuttal.  Mr.  Williams  created  the  impression  before  this 
committee  by  his  frequent  reference  to  the  character  of  the  collatortl 
upon  which  the  Riggs  Bank  made  loans,  that  th^s*^  loans  were  largplv, 
and  I  dare  say  that  the  impression  was,  that  they  were  overwhelin- 
ingly  coUateraled  by  mining  stocks.  It  was  natural  for  vou.  Sena- 
tors, to  think  that  there  was  practically  nothing  in  the  Kig^s  Bank 
in  the  way  of  collateral  except  mining  stock.  Throtighout  tne  whole 
hearing  you  must  have  become  impressed,  and  when  I  sav  vou.  I 
mean  the  entire  committee,  with  the  reiterated,  the  tirelrsslv  reite^ 
ated  claim,  that  the  collateral  behind  the  Ri^s  Bank  loans  was  com- 
posed largely  of  speculative  mining  stocks.  Yet  the  fact  is,  as  known 
to  Mr.  Williams  and  is  part  of  the  official  record  data  in  his  poss  ss'on 
that  on  June  30,  1914,  the  data  of  a  response  by  the  national  banb 
to  the  call  of  Comptroller  Williams,  the  total  of  loans  in  the  Riggs 
National  Bank  was  $7,508,851.84.. 
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Now,  as  showing  that  Mr.  Williams  had  data  as  to  the  amount  of 
mining  stock  collateral  in  the  bank  in  1914,  by  reference  to  Part  8, 
page  622,  of  the  hearings  before  this  committee,  you  will  find  that  ac- 
cording to  the  tabulation  made  for  Mr.  Williams  hj  the  bank  ex- 
aminer, the  value  of  all  collateral  which  could  possibly  be  classed 
as  mining  stock,  amounted  to  the  total  $289,000.  Let  me  repeat  the 
figures:  The  total  loans  in  Riggs,  $7,508,851.84.  Total  of  mining 
stock  collateral,  $289,000.  Of  course,  an  analysis  will  show  that  an 
overwhelming  percentage  of  that  $289,000  represented  high-grade, 
standard,  valuable  minmg  stocks.  But  from  these  figures  yoti  will 
clearly  see  that  while  the  impression  has  been  created  throughout 
the  country,  while  the  impression  was  deliberately  intended  to  be 
created  in  the  minds  of  this  Senate  committee,  and  be  conveyed  to 
Members  of  the  United  States  Senate  through  this  conunittee,  that 
this  bank  was  in  a  condition  requiring  a  most  vigorous  action  on  the 
part  of  the  comptroller,  with  loans  hazardous  by  the  fact  that  the 
collateral  behina  them  was  highly  speculative  mining  stock,  the 
mining-stock  collateral  in  the  bank  amounted  to  $289,000.  If  every 
dollar  of  the  $289,000  of  the  mining-stock  collateral  was  written  otf, 
it  would  not  have  affected  the  stability  of  the  Riggs  Bank  in  the 
slightest;  the  unimpaired  capital  of  the  Riggs  Bank  at  the  time  was 
$1,000,000;  its  unimpaired  siu*plus  at  that  time  was  $2,000,000;  its 
undivided  profits  at  that  time  were  approximately  $200,000;  it  was 
paying  out  in  dividends  to  stockholders  at  that  time,  annually, 
$260,000;  without  touching  its  surplus,  its  undivided  profits,  with  a 
slight  addition  from  one  year's  dividends,  would  have  made  up  the 
$289,000  which  represented  all  the  mining-stock  collateral  held  by 
the  bank. 

So  deep  was  the  impression  that  the  Riggs  Bank  collateral  was 
practically  all  mining  stock  that  when  Mr.  Williams  was  discussing 
the  James  D.  Richardson  loan,  the  following  occurred — I  refer  to 
Part  8,  page  621,  of  these  hearings  [reading]: 

Senator  Ketes.  How  was  that  secured — by  these  miniBg  stocks? 

Mr.  Williams.  By  miscellaneous  stocks,  and  securities  of  questionable  value. 

Here  was  a  plain  question  asked  by  Senator  fi^eyes  at  a  time  when 
Mr.  Williams  nad  in  his  personal  possession  data  which  would  have 
enabled  him  to  have  replied  trutnfully  to  Senator  Keyes.  In  this 
official  national  bank  examiner's  report,  the  photostat  copy  of  which 
I  have  exhibited  to  you  and  now  again  exhibit,  received  m  the  office 
of  the  comptroller  June  2,  1913,  which  bears  on  its  face,  as  I  have 
said  before,  evidence  clearly  showing  that  it  has  been  noted  in  detail 
by  Mr.  Williams  himself,  tnis  James  D.  Richardson  loan  is  referred 
to,  and  right  alongside  of  the  place  where  reference  is  made  I  call 
your  attention  to  the  marks  which  I  tell  you  were  put  there  by  John 
Skelton  Williams  [indicating],  the  collateral  which  Senator  Keyes 
asked  for  information  about  is  listed.     I  read: 

$173,003.71— James  D.  Richardson:  Secured  by  1,374  shares  Capital  Traction  Co., 
worth  $164,880. 

Not  our  appraisement — the  national  bank  examiner^s  appraise- 
ment.    [Contmues  reading:]  , 

Secured  by  22  shares  Murireesboro  National  Bank,  Tenn.,  worth  $3,000.  Secured 
by  16  shares  DouRrlas  Mining  Co.  Secured  by  300  shares  Howard  Label  Co.  Secured 
by  $10,000  Florida  Clay  Co.  bonds  (os,  1927).  Secured  by  $30,000  real  estate  notes 
John  M.  Jones. 
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When  the  James  D.  Richardson  loan  was  first  placed  in  the  Biggs 
National  Bank  the  collateral  was  ample  and  the  margin  represented 
by  the  market  value  of  the  collateral  above  the  loan  plentiful.  In 
my  previous  testimony  I  told  you  who  Mr.  Richardson  was  and  in- 
formed you  that  the  shrinkage  m  the  value  of  the  collateral  was  what 
ultimately  caused  a  loss  on  this  loan.  None  of  the  stocks  which  Mr. 
Richardson  placed  with  the  bank  as  collateral  for  his  loan  were 
purchased  by  him  through  any  officer  of  the  Riggs  Bank.  You  wiD 
observe  that  the  first  item  of  the  collateral,  about  which  Senator 
Keyes  inciuired,  is  1,374  shares  of  Capital  Traction  stock,  which  for 
years  sola  in  this  market  above  par.  It  has  always  been  one  of 
the  highest  grade  stocks  in  this  or  any  community!  There  would 
have  been  no  loss  on  that  loan  had  not  it  been  for  the  shrinkage  of 
such  stock  throughout  the  country  when  it  became  popular  to  treat 
public  utilities  as  stepchildren,  and,  Senators,  Mr.  Williams  had  in 
nis  possession  the  list  of  the  stocks  in  the  Richardson  loan  collateral, 
not  only  in  this  report  of  the  bank  examiner  in  1913,  but  in  sworn 
statements  rendered  to  him  in  July,  1914,  by  the  Riggs  Bank  officer, 
but  when  Senator  Keyos  asked  him  a  plain  question  on  that  sub- 
ject, what  impression  did  he  leave  on  the  Senator's  mind  ? 

Senator  Newbkruy.  I  would  like  to  ask,  for  the  information  of  the 
committee,  how  much  loss  was  there  on  that  loan? 

Mr.  HoGAN.  Eventuallv — the  comptroller  states  it  in  this  record 
as  $18,000.  The  ridit  figures  are  $27,000  odd.  And  I  testified  to 
that  loss  when  liere  before.  Mr.  Richardson,  you  know^,  died  scvctJ 
years  ago  (see  pt.  2,  p.  118,  Senate  hearings): 

Mr.  Richardson  diod  in  July,   1915,    *    *   '♦    and  that  loan    ♦     ♦    ♦    T«0ult«d 
ultimately  in  a  loss  of  about  $28,000. 

The  Crocker  Bank  bond  transaction:  Now,  there  has  been  brought 
into  this  record  since  I  was  hero  before  and  page  after  page  devoted 
to  the  subject,  the  Crocker  National  Bank's  bond  transaction,  con- 
ducted in  1908  by  Mr.  Ailes.  We  were  written  the  most  scathing 
arraignment  about  the  transaction  by  the  comptroller,  and  you  have 
been  led  to  believe  b^re  that  there  must  have  been  something  that 
advci'sely  affected  the  condition  of  the  bank,  and  should  be  con- 
demned. Every  Senator  on  this  committee  is  going  to  say,  when 
the  true  facts  are  understood,  that  as  regards  that  transaction  Mr. 
Ailes  deserves  commendation  and  not  condemnation.  The  facts  were 
these: 

In  the  fall  of  1007,  October  and  November,  when  this  countrv 
was  in  the  throes  of  tlic  panic  that  we  all  remember,  San  FranciscI) 
was  greatly  in  need  of  gold.  Officials  of  the  Crocker  National  Bank 
were  very  colsc  personal  friends  of  Mr.  Milton  E.  Ailes.  Mr.  Ailes 
was  at  tliat  time  employed  by  both  the  Riggs  National  Bank  at 
Washington  and  the  National  City  Bank  in  New  York,  a  fact  known 
to  Mr.W  illinms.  Earlv  in  the  panic  one  of  the  Crocker  Bank  officials 
wired  to  Mr.  Ailes  and  asked  his  assistance  in  disposing  of  $500,000 
of  4  per  cent  Government  bonds  on  such  terms  as  would  prtx*ure 
gold  in  San  Francisco  for  the  banks  there,  gold  being  essential 
at  that  place  to  meet  the  financial  situation.  The  Kiggs  Na- 
tional Bank  was  not  in  a  po*sition  to  handle  the  matter.  Mr.  Ailes 
took  up  the  question  with  the  National  City  Bank,  New  York,  and 
that  bank  purchased  those  bonds  at  the  rate  of  115,  or  15  points  above 
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?ar;  the  National  City  Bank  arranged  through  the  United  States 
reasury  officials  of  the  Subtreasury  in  New  York  and  the  Sub- 
treasury  in  San  Francisco  for  the  delivery  by  the  latter  to  the 
Croker  National  Bank  of  a  half  million  dollars  in  gold,  and  the 
$75,000  represented  by  the  15  point  premium  on  the  price  of  the 
bonds  was  deposited  to  the  credit  of  the  Croker  National  Bank  in 
the  National  City  Bank.  The  Ri^gs  National  Bank  did  not  invest 
one  dollar  in  the  purchase  of  these  bonds  and  did  not  incur  one 
penny's  liability  on  the  transaction. 

Lat^r  on,  in  the  month  of  November,  1907,  finding  that  the  exigen- 
cies of  the  conditions  in  San  Francisco  required  more  gold,  and  act- 
ing not  only  for  itself  but  for  other  San  Francisco  banks,  the  Croker 
National  Bank  again  telegraphed  Mr.  Ailes  requesting  him  to  endeavor 
to  sell  a  million  dollars  oi  Government  bonds  at  that  time  held 
by  the  Crocker  Bank.  Mr.  Ailes  again  took  the  matter  up  with 
the  National  City  Bank,  New  York.  That  bank  bought,  entirely  for 
its  own  account,  this  $1,000,000  of  Government  bonds,  this  time  at 
110,  and  arranging,  in  November,  1907,  for  the  delivery  at  the  Sub- 
treasury  of  the  United  States  in  San  Francisco  to  the  Croker  National 
Bank  of  $1,000,000  in  gold,  placing:  to  the  credit  of  that  bank's 
account  in  the  National  City  Bank,  New  York,  the  sum  of  $100,000, 
representing  the  10  points  premium  at  which  the  National  City 
Bank  bought  the  $1,000,000  of  bonds.  Both  these  transactions 
by  which  the  bonds  were  purchased  in  October  and  November,  1907. 
In  February,  1908,  whicn  you  will  note  was  several  months  after 
these  transactions  had  been  closed,  some  officer  of  the  National  City 
Bank  informed  Mr.  Ailes,  he  being  an  employee  of  that  bank,  anS 
was  frequently  there,  that  the  bonds  thus  purchased  by  his  bank 
were  being  disposed  of  at  a  very  considerable  profit,  and  that  the 
prospective  profit  on  the  entire  rnillion  and  a  half  of  bonds  was  over 
$100,000.  Mr.  Ailes  then  requested  the  officers  of  the  National  City 
Bank  to  permit  the  Riggs  National  Bank  to  share  in  that  profit.  The 
officers  of  the  Nations!  City  Bank  offered  Mr.  Ailes  a  commission  of 
one-eighth  of  1  per  cent  for  having  negotiated  the  sale  of  the  bonds 
to  it.  You  wiU  bear  in  mind  that  the  Riggs  Bank  had  not  bought 
the  bonds,  or  any  of  them,  and  had  no  intention  of  purchasing  the 
bonds  at  the  time  they  were  purchased.  The  Riggs  Bank  had  no 
ownership  in  the  bonds  which  it  could  sell. 

The  Riggs  Bank  had  not  become  liable  for  a  single  dollar  in  the 
transaction.  After  a  considerable  number  of  conferences  in  Jan- 
uary, 1908,  when  the  profitable  disposition  of  the  bonds  which  the 
National  City  Bank  had  purchased  the  previous  fall  was  made, 
Mr.  Ailes  finally  succeeded  in  inducing  the  National  City  Bank  to 
agree  to  divide  equally  with  the  Riggs  National  Bank  the  profit  it 
was  making  on  the  sale  of  these  bonds.  The  profit  turned  out  to 
be,  in  round  fibres,  about  $112,000.  One-half  of  that  sum,  $56,000, 
was  remitted  m  several  installments  by  the  National  City  Bank  to 
the  Riggs  National  Bank.  The  question  arose  as  to  how  to  handle 
that  money  at  Riggs.  You  will  see  that  the  Riggs  Bank  had  not 
bought  any  bonds  and  not  spent  a  dollar,  had  not  obligated  itself 
to  spend  a  dollar  in  the  transaction,  and  had,  therefore,  of  course, 
no  record  on  its  books  showing  its  purchase  of,  or  its  ownership  or 
sale  of,  any  of  these  bonds.     An  entry  showing  the  receipt  of  $56,000 
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as  a  profit  on  the  sale  of  bonds  which  it  had  not  owned  could  not  very 
well  have  been  made.  The  share  of  the  profit  of  the  transaction 
which  the  National  City  Bank  thus  so  generously  allotted  to  the 
Riggs  Bank  could  not  be  entered  by  the  latter  as  c<>ininission,  because 
we  nad  been  told  that  it  was  ultra  vires  of  a  national  bank  to  deal 
in  stocks  and  bonds  on  a  commission.  Mr.  Ailes  and  Mr.  Glover 
and  Mr.  Flather  discussed  the  matter  of  handling  the  matter,  and  as 
a  result  of  that  discussion  the  remittances  as  received  from  the 
National  City  Bank  were  placed  to  the  credit  of  the  Glover  and 
Flather  account,  al)out  which  you  have  heard  so  much,  in  Feb- 
ruary and  March,  1908,  and  on  April,  1,  1908,  when  the  then  cur- 
rent quarter  had  ended— six  years  before  Mr.  Williams  became 
Comptroller  of  the  Currency — that  sum  of  S56,000  was  transfer- 
red from  the  Glover  and  Flather  account,  turned  over  to  the  Biggs 
National  Bank,  and  credited  to  the  profit  and  loss  account  of  that 
bank. 

The  result  of  this  whole  transaction  was  the  receipt  by  the  bank 
of  $56,000  from  Mr.  Ailes's  activities  in  connection  witii  a  matter  that 
that  the  Riggs  National  Bank  had  not  expended  a  dollar  nor  became 
liable  for  one  cent  in.  I  repeat,  those  interested  in  the  Riz?s 
National  Bank  ought  to  commend  Mr.  Ailes.  When  the  National 
City  Bank  consented  to  divide  its  profit  on  the  sales  of  the  bonds 
it  had  purchased  for  the  Croker  National  Bank  in  the  manner  I 
have  endeavored  to  narrate,  it  was  decided  to  call  the  transaction 
a  '^  joint  account."  At  the  time  the  profit  was  assured  and  no  loss 
was  possiMe.  All  these  facts  were  long  ago  made  plain  to  Comp- 
troller Williams.  And  yet,  with  knowledge  of  the  true  facts,  he 
has  used  the  correspondence  containing  the  expression  *' joint 
account*'  to  mislead  and  not  to  inform  this  committee,  in  the  record; 
and  in  the  screed  of  his  dated  August  12,  1919,  Mr  Williams  refers 
to  this  Croker  Bank  transaction,  and  you  find  him  in  part  9  of 
the  record  here  as  well  as  in  his  Au^^ust  12,  1919,  letter,  charging 
that  the  officers  of  the  bank  had  deceived  their  own  lawyer,  Senator 
Bailey,  regarding  the  facts,  and  saying  that  had  the  course  been 
adopted  which  &Bnator  Bailey  had  stated  would  have  been  upheld 
'*in  any  court  of  conscience  or  law,"  it  would  have  been  a  case 
of  om))ozzlement.''     (Pt.  9.  p.  683.) 

Mr.  Ailes,  who  is  a  gentleman  of  scnipulous  honor,  on  August  14, 
1919,  wrote  to  Mr.  A.  F.  Thompson,  who,  at  the  time  of  the  Croker 
bond  transaction,  was  in  charge  of  the  bond  departnient  of  the 
National  City  Bank,  and  asked  Mr.  Thompson  for  his  version  of  this 
matter,  saying  that  all  he  (Ailes)  desired  was  the  truth,  and  nothing 
more,  and,  of  course,  nothing  loss.  In  view  of  the  comptroller's 
statements,  I  present  for  the  record  the  letter  from  Air.  Ailes  to  Mr. 
Thompson  ana  the  latter's  reply: 

August  14.  1919. 
Personal. 

Mr.  A.  F.  Thompson, 

Government  Bond  Departincnty  the  National  City  Co., 

55  Wall  Street,  New  York  City,  N,    Y. 

Dear  Tommie:  I  can  not  find  the  memorandum  you  gave  me  regarding  the 
Croker  bond  deal  and  would  like  to  have  it  very  much.  Comptroller  Wifliaitu 
has  devoted  hours  to  an  attempt,  before  the  Senate  Banking  and  (^urrenc)* 
Committee,  to  discredit  this  transaction.  His  allegations  are  that  the  Ri^ 
National  Bank  was  interested   in  and  had  a  joint  account  with    the    National 
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t^ity  Bank  of  New  York,  whereas  in  my  sworn  testimony  before  a  bank  examiner 
during  the  Rigg3  controversy  I  had  sworn  tliat  the  Ri^  National  Bank  had  never 
invested  a  dollar  in  the  business  nor  incurred  any  liability.  If  you  will  recall,  this 
business  started  in  the  panic  of  1907.  A  part  of  the  transaction  was  late  in  October, 
as  1  recall  it,  and  a  part  early  in  November  of  that  year.  Along  in  February,  1908, 
you  had  sold  somethinii:  over  half  a  million  of  the  $1,500,000  long  48.  These  bonds 
had  been  purchased  by  the  National  City  Bank,  $500,000  at  115  and  $1,000,000  at  110. 
You  had  put  them  in  your  circulation  account,  and  vou  i)aid  the  Crocker  bank  for 
them  in  gold  through  transfer  from  the  Subtreasur>'  at  New  York  and  the  Subtreasury 
at  San  Francisco  up  to  the  par  of  the  bonds.  The  premium — 15  points  in  one  case, 
or  $75,000,  and  10  points  in  the  other  case,  or  $100,000 — ^you  had  accounted  for  the 
Crocker  bank  by  a  credit  on  the  books  of  the  National  City  Bank,  New  York,  having 
suspended  cash  payments. 

After  you  has  sold  more  than  one-third  of  these  bonds,  in  February,  1908,  I  came 
over  to  iNew  York  to  see  if  you  would  not  divide  the  profit  in  the  transaction  with  the 
Bi^  National  Bank,  inasmuch  as  the  business  had  its  inception  with  me.  You 
insisted  on  allowing  the  Riggs  National  Bank,  in  response  to  my  appeal,  a  commission 
of  one-eight  of  1  per  cent,  but  I  insisted  upon  an  equal  division,  and  Mr.  Vanderlip 
finally  sustained  my  contention  in  the  matter,  with  the  result  that  letters  were  passed 
between  the  National  City  Bank  and  the  Rig^fs  National  Bank  establishing  a  joint 
account  in  which  we  engaged  to  assume  liability  in  the  event  of  loss,  as  well  as  to 
«hare  the  profit  if  there  was  a  profit.  This  was  the  only  piece  of  banking  machinery 
that  could  be  employed  for  the  purpose  of  effecting  a  division  of  the  profits;  but  in 
the  beginning  of  the  business,  as  you  know,  there  was  no  such  understanding-— that 
is,  in  October  or  November,  1907. 

Mr.  McLldowney,  after  you  had  concluded  to  divide  profits  between  the  National 
City  Bank  and  the  Riggs  National  Bank,  called  attention  to  the  fact  that  in  the  spring 
of  1907  I  had  turned  over  to  you  $150,000  long  48  acquired  from  the  Crocker  Bank  at 
about  129  and  which  you  still  had  in  your  circulation  account.  McKldowney  insisted 
that  inasmuch  as  I  wanted  to  share  equally  in  the  profit  on  the  larger  transaction  I 
flhould  permit  you  to  include  in  the  joint  accoimt  established  in  February,  1908, 
the  $150,000  purchased  in  the  spring  of  1907  on  which  there  was  a  Ioes  of  about  10 
points.  I  assented  to  this,  and  therefore  this  amount  w  as  included  in  the  joint-account 
transaction. 

All  these  facts  I  have  told  over  and  over  again  under  oath,  and  yet  the  comptroller 
keeps  on  harping  on  the  subject  as  if  there  were  something  crooked  in  it,  and  he 
uses  the  letters  which  the  bank  examiner  took  from  the  National  City  Bank  and  those 
which  were  obtained  from  the  Riges  Bank  as  evidential  things  to  prove  that  I  falsified 
under  oath  when  I  stated  that  theKiggs  National  Bank  did  not  invest  in  the  business 
and  did  not  incur  any  liabilities  therein.  In  other  words,  he  has  taken  advantage  of  a 
technicality,  since  when  under  oath  I  had  in  mind,  of  course,  that  the  profits  were 
assured  beyond  any  question  whatever,  as  indeed  they  were. 

You  wrote  me  a  memorandum  two  or  three  years  ago  in  which  you  substantiated 
my  version  of  the  matter.  It  was  not  used  at  the  time  and  I  can  not  find  it  now. 
If  you  do  not  have  a  copy  of  it  in  your  poeseEsion,  will  you  be  willing  to  write  me  just 
what  your  understanding  of  the  matter  was?  You  will  understand,  of  course,  that  it 
is  the  purpose  of  counsel  to  use  such  memorandum  in  substantiation  of  my  sworn 
statements.  It  seems  that  it  is  only  just  to  do  this.  All  I  want  is  the  truth,  and 
nothing  more,  and,  of  course  nothing  less. 

With  cordial  regards,  very  truly  yours, 

M.  E.  AiLES. 

And  Mr.  Thompson,  from  the  National  City  Co.,  on  August  16, 
1919,  writes  a  letter  in  which  ho  confirms  the  transaction  being  pre- 
cis(dv  as  I  have  recited  it  to  you  here. 

(The  letter  from  Mr.  Thompson  follows:) 

August  16,  1919. 
Mr.  M.  E.  AiLEB, 

Vice  President  the  Riggs  National  Bank^ 

Washington,  D.  C. 

Dear  Mr.  Ailes:  I  have  your  favor  of  August  14,  referring  to  the  transaction  in 
$1,500,000  United  States  registered  4s,  which  I  consummated  on  behalf  of  the  National 
City  Bank  with  the  Crocker  National  Bank,  of  San  Francisco,  through  the  Riggs 
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National  Bank,  during  the  latter  part  of  1907.  In  reply,  I  wish  to  say  that  the  state 
ments  outline<i  in  your  communications  just  referred  to  are  correct,  and  I  'wish  to 
confirm  them  in  all  respects.  We  purchased  the  bonds  in  question,  $500,000  at  115 
and  $1,000,000  at  110,  paying  for  them  in  gold  and  thereafter  depositinff  them  with 
the  Treasury  Department  to  secure  the  circulating  notes  of  the  Nationsu  City  Bank 
of  New  York.  After  the  currency  panic  was  over  and  in  the  early  part  of  1908,  wc 
retired  our  circulation  by  a  like  amount  and  sold  the  bonds  referred  to.  Aft«r  a  large 
part  of  the  bonds  had  been  sold  you  made  a  demand  on  the  National  City  Bank  for 
one-half  of  the  profits  just  derived,  to  which  arrangement  I  made  strenuous  objection, 
for  the  reason  that  I  never  considered  the  transaction  as  a  joint  one  between  the 
National  City  Bank  and  the  Riggs  National  Bank;  in  fact,  I  thought  a  commisdoD 
of  one-ei^th  of  1  per  cent  to  the  Riggs  was  sufficient  to  pav  that  institution  for  its 
services  m  the  matter.  After  several  conferences,  however,  between  Mr.  Vanderlip. 
Mr.  McEldowney,  yourse'f,  and  myself,  it  was  finally  a^ed  to  allow  you  one-half 
of  the  profits,  taking  into  account,  however,  a  loss  which  had  been  sustained  on 
$150,000  additional  &  purchased  from  the  Crocker  National  Bank  at  a  much  higjher 
price  and  at  a  previous  date. 
Trusting  this  is  the  information  you  desire,  I  am. 
Very  truly,  yours, 

A.  F.  Thompsok, 
Manager  Government  Bond  DepartmenU 

In  Part  IX  of  the  hearing  hero,  pages  68?  and  683,  you  wih  find 
that  Stmator  Fletcher  asked  questions  on  this  subject,  and  you  ^ill 
find,  in  view  of  the  facts,  now  narrated,  liow  perfectly  Senator 
Fletcher,  even  in  his  endeavor  to  help  Mr.  Williams,  was  misled 
by  the  comptroller. 

I  call  your  attention  to  the  fact  that  the  Riffgs  National  Bank 
got  that  $56,000  through  the  bookkeeping  channels  I  have  described 
to  you,  on  April  1,  1908;  that  the  transaction  was  an  absolutely 
closed  one  then;  that  never  again  had  it  any  effect  at  all  on  the 
bank  or  its  condition;  that  the  only  effect  it  ever  had  on  the  bank 
was  to  give  it  an  increase  in  its  assets  of  $56,000;  that  nearly  sLx 
years  elapsed  between  the  final  closing  of  that  Crocker  bond  trans- 
action to  the  profit  of  Riggs  and  the  coming  into  ofTice  of  comp- 
troller of  Mr.  Williams;  an(ryet,  in  public,  in  court,  in  correspond- 
ence, hi  his  affidavit,  and  in  his  testimony  here,  Mr.  Williams  has 
repeatedly  misrepresented  the  whole  thing. 

Government  deposits:  Senators,  Mr.  .Viles  is  particularlv  con- 
stant target  of  Mr.  Williams^s  attacks.  It  was  Mr.  Ailes,  you  know, 
who  went  on  the  board  of  the  Seaboard  Air  Line  contemporaneously 
with  the  retirement  from  that  board  of  Mr.  Williams  and  some  of 
his  friends. 

When  the  Riggs  Bank  brought  this  equity  suit,  there  was  no  place 
w^here  anything  about  that  bank  or  its  officers  could  be  found,  which 
was  open  to  Mr.  Williams,  that  he  did  not  search  for  material  to 
distort  into  a  defense  of  his  persecution  of  the  bank.  So  search  was 
made  through  Treasury  records  as  far  back  as  April,  1903,  and 
there  it  was  found  that  the  Riggs  National  Bank  in  that  year  had 
a  deposit  of  Government  funds  which  totaled  $3,000,000.  ilr.  Wil- 
liams, telling  you  that  he  did  this  for  the  purpose  of  showino-  vou 
the  character  of  "tliis  individual,"  as  he  refei's  to  Mr.  Ailesf  goes 
back  to  1903,  and  informs  this  conmiittee  that  five  days  before  Mr. 
Ailes  retired  from  the  Treasury  and  became  a  vice  president  of  the 
Riggs  Bank  he  succeeded  in  getting  out  of  the  United  States  Treas- 
ury $3,000,000  and  transferring  it  to  the  Riggs  National  Bank,  aiul 
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Mr.  Williams  solemnly  says  that  he  will  not  comment  on  the  favor- 
itism thorebv  displayed.  Jnst  very  briefly  1  want  to  tell  you  who 
'*this  individuar'  whose  '^character''  Mr.  Williams  would  Have  you 
know  really  is:  During  President  Cleveland's  administration  Milton 
Ailes  was  appointed  an  assistant  messenger  of  the  Treasury^^  Depart- 
ment. The  position  at  that  time  was  nothing  more  or  less  than  that 
of  a  sort  of  laborer.  His  work  was  this:  In  the  summer  time  to 
clean  out  the  water  coolers  and  see  that  thev  were  kept  iced  for  the 
Secretary  and  the  Assistant  Secretary:  in  tne  wintertime — in  those 
days  coal  was  dumped  at  the  curbstone  on  Pennsyhania  Avenue 
in  front  of  the  Treasury  and  the  oflFices  of  the  vSecretarv  and  the 
Assistant  Secretaries  were  kept  warm  by  open  fireplaces — and 
Milton  Ailes'  work  in  the  wintertime  was  to  go  out  to  the  curbstone 
and  bring  in  baskets  of  coal,  and  make  up  and  keep  warm  the  fires 
in  the  office  of  the  Secretary  of  the  Treasury.  He  did  that  work  so 
well  that  he  was  made  a  messenger.  He  was  such  a  good  messenger 
that  he  was  made  a  clerk.  He  was  such  a  good  clerk  that  he  was 
made  a  private  secretary,  and  he  became  private  secretary  to  the 
Secretary  of  the  Treasury.  He  was  such  a  perfectly  splendid  private 
secretary  that  the  lamented  McKinley  appointed  him  Assistant  Sec- 
retary of  the  Treasury.  And  before  ne  left  the  Government  service 
he  was  the  First  Assistant  Secretary  of  the  Treasury. 

In  1903  Milton  Ailes  was  the  second  highest  officer  in  the  depart- 
ment which,  years  before,  he  had  entered  as  an  assistant  messenger. 
And  ho  resijgned,  Senators,  penniless.  One  of  the  first  things  he  did 
after  resignmg  was  to  jget  from  a  friend  a  smaU  loan  to  tide  nim  over 
imtil  he  coula  get  on  his  feet.  Since  he  has  become  one  of  the  best 
known,  one  of  the  most  useful,  and  one  of  the  highly  respected  citi- 
zens of  the  National  Capital. 

That  is  the  story  of  the  man  whose  character  is  assailed,  and  not 
only  here,  but  has  been  assailed  for  five  years  by  John  Skelton  Wil- 
liams, Comptroller  of  the  Currency. 

Prior  to  1903  there  were  very  few  Government  depositories  in  the 
District  of  Columbia.  For  a  time  only  one  national  bank  had  been 
thus  designated,  and  then  for  years  there  were  only  two.  In  1903 
Secretary  of  the  Treasuiy  Leslie  M.  Shaw  designated  a  third,  the 
Riggs.  Later  on  the  same  Secretary  designated,  I  think,  every 
national  bank  in  the  District  of  Colimribia  as  Government  depositories, 
the  purpose  being  to  give  a  fair  distribution  and  not  have  Govern- 
ment deposits  in  a  few  nanks,  as  had  been  the  case  not  only  here,  but 
throughout  the  country.  The  Nfllional  City  Bank  of  New  York  had 
very  lar^e  Government  deposits  when  Mr.  Shaw  came  in  office,  and 
that  had  come  about  in  this  way:  In  1898,  when  we  went  to  war 
with  Spain,  the  first  war  loan  was  $200,000,000.  It  is  surprising, 
Senators,  in  view  of  recent  events,  that  there  was  then  a  fear  that 
we  could  not  float  that  loan  nor  raise  that  much  money,  and  so  three 
banks  in  New  York,  the  National  City  being  one,  underwrote  that 
loan  for  the  United  States  Government,  entering  into  an  agreement 
with  the  Government  whereby  the  Secretary  of  the  "Treasury  was 
assured  that  on  the  day  subscriptions  closed  an  announcement  should 
be  made  that  sM  of  the  bonds  had  been  taken,  irrespective  of  whether 
the  popular  subscription  turned  out  favorably.  This,  it  will  readily 
be  seen,  was  a  tremendous  help  to  our  Government  at  that  time. 
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My  recollection  is  that,  to  the  credit  of  our  country,  it  turned  out 
that  the  loan  was  Jictually  subscribed  seven  tinics  over.  Because  of 
that  assistance,  the  National  City  Bank  received  from  the  Govern- 
ment in  1 SO^  and  succeeding  years  very  large  deposits.  Then,  later 
on,  the  Pacific  railroads  commenced  to  pay  back  to  the  Government 
the  money  which  it  had  advanced  to  them  at  the  time  of  their  build- 
in<y  and  the  National  Citv  Bank  acted  for  the  Govcmnient  in  the 
receipt  of  those  funds,  so  that  there  was  a  time  when  the  Natiou&l 
City  Bank  had  many  millions  of  Government  depositsS.  While  Sec- 
retary Shaw  was  in  ofTire  he  adopted  the  policy  of  distributing  those 
funds  to  other  national  banks  in  various  parts  of  the  country,  a  per- 
fectly proper  and  highly  commendable  policy.  In  April,  1903, 
J?2,o6o,000  of  the  amount  which  was  then  cm  deposit  with  the  National 
City  Bank  of  New  York  was  transferred  by  order  of  the  Treasury 
Department  to  the  Ri<rgs  National  Bank  in  Washinj^rton. 

Now,  listen  to  this:  I  read  from  page  542,  part  7,  of  the  hearings 
before  this  committee: 

Mr.  Williams^  The  pnnt  is  not  so  much  what  thev  did  with  that  ironey  as  it  wa? 
Mr.  Ailos  srottinp  that  monev  out  of  the  Federal  Treasiirv  for  the  Riggs  l>ank  live 
days  before  he  re:?igned  to  berome  vice  president  of  that  bank. 

Why,  Senators,  Mr.  Williams's  official  records  show  that  not  a 
single  solitary  dollar  of  that  money  was  taken  out  of  the  Fedend 
Treasury  at  that  time.  It  was  in  the  National  City  Bank,  of  New 
York,  by  which  Mr.  Ailes  was  also  going  to  be  employed;  and,  pur- 
suant to  his  policy  of  reducing  his  deposits  there,  Secretary  Shaw, 
some  tin^e  before  the  date  of  the  transfer,  had  given  directions  for  the 
routine  to  be  gone  through  whereby  this  $2,900,000  should  be  taken 
from  the  National  City  liank,  New  York,  and  deposited  in  the  Riggs 
National  Bank,  Washington:  and  yet  you  were  led  to  believe  by  the 

f)recise  and  explicit  words  of  Comptroller  Williams  that  Mr.  "ADes 
lad,  in  effect,  reached  into  the  Treasury  and  taken  this  money  which 
was  in  the  Treasury  in  order  to  favor  ttie  Riggs  Bank,  and  the  comp- 
troller thus  misleads  you  when  the  tabulated  figures  on  the  table  in 
this  committee  room  before  him  at  that  very  time  show^c^  clearly  the 
transaction.  He  thus  misled  you  when  he  knew  the  real  truth  of  the 
transaction.  The  Treasury  Department  records  show  that  Mr.  Ailes, 
being  acting  secretary  on  tlie  day  of  the  transaction,  signed  the  paper 
directing  the  transfer,  but  that  it  wjis  prepared  in  due  routine  by  » 
gentleman  whose  initials  are  ''E.  P.  D."  The  records  of  the  Treasury 
Department,  known  to  Mr.  Williams,  showed  that  this  $2,900,000 
was  transferred  from  funds  to  the  Treasury's  credit  in  the  National 
City  Bank  to  a  like  credit  in  the  Riggs  National  Bank.  By  turning 
to  part  8,  pages  543  and  544,  of  the  hearings  before  this  coiiunittee, 
we  find  tabulated  statements  of  Treasury  Department  records, 
produced  here  by  Mr.  Williams  himself,  which  snow  that  on  April 
11,  1908,  the  total  Government  deposit  with  Riggs  was  S3,OOO»000. 
an*  increase  of  exactly  82,900,000  over  the  amount  of  those  de- 
posits in  Riggs  immediately  preceding  that  date,  and  that  simul- 
taneously (see  table,  p.  544,  this  record)  there  was  a  decrease  in 
Government  deposits  with  the  National  City  Bank  of  exactly 
$2,900,000.  That  is  the  Treasury  Department's  official  statement. 
Wnen  Mr.  Williams  said  to  this  conunittee  that  Mr.  Ailes  got  **that 
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money  out  of  the  Federal  Treasury  for  the  Riggs  Bank^'  he  knew 
that  that  was  a  mere  transfer  ordered  by  the  Treasury  Department 
of  a  deposit  from  the  National  City  Bank  to  the  Riggs.  I  do  not 
want  to  pay  any  further  attention  to  that  thing,  except  to  tell  you 
again  that  it  was  all  part  of  the  public  record  and  there  could  have 
been  no  possible  excuse  for  mistafee  about  it. 

Comptroller  Williams,  on  page  606,  part  8,  of  these  hearings, 
makes  a  statement  which  he  repeats  in  his  August  12,  1919,  com- 
munication to  the  chairman,  wherein  he  quotes  his  own  testimony 
before  this  committee  to  the  effect  that  Mr.  Ailes  had  obtained 
from  the  comptroller's  office,  in  some  manner  which  he  says  he  is 
not  aware  of,  confidential  documents.  He  informs  you,  in  sub- 
stance, that  having  ascertained  this  fact  by  an  examination  of  some 
£apers  in  the  National  City  Bank,  New  York,  he  addressed  too 
[r.  Ailes  a  letter,  dated  October  9,  1915,  which  letter  he  has  in- 
serted in  the  record  and  again  inserts  on  page  21  of  his  August  12, 
1919,  communication.  An  examination  of  his  letter  shows  that  it 
is  characteristic.  Let  me  first  state  the  facts  about  these  documents 
of  a  confidential  character  to  which  the  comptroller  refers  and 
then  show  you  that  the  comptroller  was  fully  mformed  how  they 
had  been  obtained  through  a  perfectly  proper  source  as  a  result  of 
the  action  of  the  highest  officer  in  the  comptroller's  department 
information  which  he  saw  fit  not  to  disclose  to  you.  The  facts  are 
that  the  Comptroller  of  the  Currency  some  time  back,  about  1909, 
had  prepared  and  published  a  pamphlet  entitled  '^Defalcations  ana 
Methods  of  Concealment;''  that  office  had  also  prepared  a  book 
entitled  ''Instructions  to  National  Bank  Examiners,"  which  had 
been  printed  in  1904.  The  public  press  had  stated  that  the  comp- 
troller's office  had  gotten  up  a  very  instructive  document  on  defal- 
cations in  national  banks,  and  the  methods  of  concealment  which 
were  proposed.  The  National  City  Bank,  in  New  York,  entirely 
for  ediicational  use  in  connection  with  a  revision  of  methods  in 
that  big  institution,  desired  permission  to  use  these  documents.  The 
documents  were  confidential,  in  the  sense,  of  cdurse,  that  they  were 
not  for  general  public  distribution. 

Certainly  the  comptroller's  office  was  glad  to  have  responsible 
officers  of  the  national  banks  obtain  the  benefit  of  the  information  in 
this  publication,  so  that  guided  thereby  they  could  progressively  im- 
prove bank  methods  and  keep  banks  strong.  This  was  apparently  the 
policy  of  comptrollers  who  held  that  office  prior  to  1914.  In  the  year 
1909  Mr.  Ailes,  at  the  reauest  of  Mr.  Gregory,  of  the  National  City 
Bank,  requested  Comptroller  of  the  Currency  Murray  to  let  the  Na- 
tional City  Bank  have  for  its  educational  work  among  its  large  force 
of  people,  and  for  another  purpose,  a  copy  of  the  documents  I  have  re- 
ferred to,  and  Comptroller  Murray  very  gladly  and  properly  granted 
this  request.  Mr.  Ailes  made  known  to  the  National  CSty  Bank  that 
the  documents  should  be  treated  as  of  a  confidential  character.  On 
October  9,  1915,  Comptroller  Williams  wrote  to  Mr.  Ailes  stating  that 
"  the  records  show  that  some  time  ago"  he  had  written  to  the  National 
City  Bank  on  the  subject  of  these  documents.  The  impression  Mr. 
Williams  created  was,  of  course,  that  the  matter  was  then  of  recent 
date  instead  of  six  years  old.    Promptly  Mr.  Ailes  answered  the  comp- 
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troller,  wlio  now  says  he  does  not  find  Mr.  Ailes's  reply  in  the  files. 
Well,  here  is  a  copy  of  it: 

October  12,  1915. 
comitrou.kr  of  the  currency, 

Washington,  D.  (.. 

Sir:  Replying  to  your  letter  of  the  9th  instant,  I  find  no  reference  in  my  corre- 
spondence with  an  officer  or  officers  of  the  National  City  Bank  of  New  York  to 
either  of  the  two  pamphlets  mentioned  in  your  communication:  but  I  recaU  that 
fioveral  years  ago,  I  think  alx>ut  1909,  Mr.  Gr^^r\%  then  an  assistant  cashier  of  the 


onipt  roller  of  the  (  urrency,  and  asked  me  to  obtain  a  copy 
for  his  use  in  connection  with  a  revision  of  the  auditing  system  of  the  ]^ational  City 
Bank  of  New  York  and  in  devising  methods  for  the  better  protection  of  that  bank. ' 

My  recollection  is  that  Hon.  1  Awrence  O.  Murray,  then  Comptroller  of  the  Currency, 
gave  me  the  pamphlet  "Defah^atitms  and  Methods  of  Concealment,"  and  that  1  fci- 
warded  it  to  Air.  Gregor>\  I  have  no  recollection  of  the  other  publication,  nameljr, 
"'  Instructions  to  Examiners" ;  but  1  know  your  office  has  permitted  it  to  be  used  odv 
side  of  your  office  for  educational  purposes. 

I  recognize  that  these  ]>ublications  were  "confidential "  in  the  sense  that  they  were 
not  to  be  distributed  or  disseminated  generally,  but  it  has  always  been  my  understand- 
ing that  the  comptroller's  office  never  objected  to  their  confidential  use  for  educt- 
tional  purposes  or  to  assist  Imnk  officers  in  improving  methods  for  the  protection  of  thdr 
l)anks. 

Neither  of  the  publicrations,  after  careful  search,  appears  to  be  in  my  files,  and 
Mr.  Gregor>'  has  already  ad\'i8ed  you  that  he  can  not  locate  them.  I  think  the  probt- 
bilities  are  that  whatever  pamphlets  were  obtained  were  returned  to  the  comptroller'i 
office  when  they  had  sensed  tne  purpose  for  which  they  were  procured. 

Respectfully,  Milton  E.  Ailxs. 

It  is  difficult  to  understand  how  Comptroller  Williams  had  for- 
gotten the  reply  made  by  Mr.  Ailes  in  view  of  the  fact  that  upon 
the  receipt  of  tnat  reply  Mr.  Williams  wrote  to  former  Comptroller 
Lawrence  O.  Murray,  on  this  subject,  and  Mr.  Murray  returned  to 
Mr.  Williams  the  latteFs  letter  with  an  indorsement  to  the  effect 
that  the  statement  made  by  Mr.  Milton  E.  Ailes  regarding  his  hav- 
ing obtained  these  documents  for  the  use  of  the  National  City  Bank 
from  Comptroller  Murray  were  absolutely  correct — or  words  to  sub- 
stantially that  effect. 

It  has  been  always  the  policy  of  the  Comptroller's  office  to  treat 
''The  Instructions  to  National  Bank  Examiners"  as  confidential  in 
the  sense  that  they  are  not  for  general  distribution,  but  to  permit 
their  use  for  educational  purposes  among  bankers.  To  such  an  extent 
is  this  true  that  I  here  exhibit  to  you  photograpliic  copy  of  the  eorer 
and  the  title  page  and  the  page  immediately  following  the  title  page, 
of  the  book  containing  these  instructions,  printed  in  1904,  on  tbe 
last  mentioned  of  which  pages  I  show  you,  in  the  handw^riting  of 
Deputy  (Comptroller  Kane  himself,  the  words  ''For  confidential  ns« 
of  Mr.  Mosher."  Mr.  Mosher  was  an  official  of  the  American  Insti- 
tute of  Banking,  an  association  subsidiary  to  the  American  Bankers' 
Association,  composed  of  clerks  and  young  bank  officers.  It  is  pan 
of  this  association's  plan  to  conduct  educational  courses  in  banking, 
and  there  is  used  in  that  comiection  these  books  of  *' Instructions  to 
National  Bank  Examiners/'  to  which  the  comptroller  refers.  When 
Mr.  Mosher,  whose  name  appears  in  Deputy  Comptroller  Kane's 
handwriting  on  this  exhibit  that  I  present  to  you,  retired  from  the 
work  of  conducting  the  educational  course  I  have  mentioned,  his  suc- 
cessor received  this  "confidentiar'    document,  and    when,  in  1915, 
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Mr.  Williams  sought  to  raise  this  issue  with  Mr.  Ailes,  the  latter  was 
prompted  to  make  these  photographs  of  the  cover  and  title  page  of 
this  book  of  instructions. 

The  Chairman.  Before  you  leave  the  Riggs 

Mr.  Hog  AN.  I  have  not  left  it. 

The  Chairman.  Oh,  you  have  not  ? 

Mr.  Hog  AN.  No;  only  Mr.  Ailes. 

The  Chairman.  Oh,  I  thought  you  had.  Well,  inasmuch  as  I 
have  interrupted  you,  I  would  like  to  call  your  attention  to  one 
matter  which  was  made  much  of  by  Mr.  Williams  in  his  reply,  and 
it  referred  to  some  dununy  loans  that  were  made  by  the  Riggs  Bank, 
the  money  being  raised  for  the  benefit  of  the  officers  of  the  bank. 
Will  you  reply  to  that  incident  ?  I  did  not  know  but  that  you  were 
leaving  the  subject  of  the  Riggs  Bank. 

Mr.  HoGAN.  I  will  be  very  glad  right  now  to  reply  to  it,  and  to 
give  you  illustration  of  what  he  terms  our  '*  dununy  loans,"  and 
while  I  am  speaking  from  memory  I  am  sure  I  can  illustrate  them 
thoroughly. 

First,  tnere  is  $86,500  borrowed  in  connection  with  the  Navy  annex 
loan,  which  I  have  already  described,  for  which  Mr.  Glover  deposited 
$115,000  of  his  personal  collateral,  and  Mr.  Nevius  made  the  note, 
Mr.  Glover  having  directed  him  to  take  his  collateral,  the  details  of 
the  matter,  of  course,  not  being  attended  to  by  Mr.  Glover.  The 
loan  was  made,  various  real  estate  notes  were  taken,  not  by  the  bank 
at  all,  but  purchased  with  the  nroceeds  of  that  loan. 

Subsequently  persons  who  seeK  investments  from  Mr.  Glover  pur- 
chased those  real  estate  notes,  and  the  $86,500  note  was  fully  paid  off, 
and  the  $115,000  collateral  which  had  secured  it  was  returned  to  Mr. 
Glover.  Of  course,  that  loan  was  on  the  faith  of  the  collateral 
altogether. 

Second,  there  is  a  Henry  H.  Flather  loan  referred  to  as  a  dunmoiy 
loan.  Mr.  Flather's  wife  was  a  victim  of  tuberculosis.  He  had  her 
at  Samac  in  the  hope  that  her  life  might  be  saved.  Apparently  the 
effort  was  a  hopeless  one,  and  he  decided,  prior  to  her  death,  to  go  to 
Sarnac  and  stay  with  the  little  woman,  the  mother  of  his  only  child, 
until  the  end  had  come.  He  had  a  relative  named  Nevius  here.  Mr. 
Flather  took  up  his  then  outstanding  note,  turned  over  his  collateral 
to  Mr.  Nevius  and  had  Mr.  Nevius  make  a  note  based  altogether  on 
Mr.  Flather's  collateral.  It  was  splendidly  coUateralled  with  plenty 
of  margin.  The  purpose  of  this  oDviously  was  that  in  Mr.  Flather's 
indefinite  absence  his  business  matters  could  be  readily  handled  for 
him  by  Mr.  Nevius.  The  bank  loaned  the  money  on  the  face  of  the 
collateral  which  belonged  to  Mr.  Flather. 

Third,  is  the  George  H.  Felt  note,  made  for  the  acconmoiodation  of 
Mr.  William  J.  Flather,  the  amount  of  the  loan  being  $17,500,  secured 
by  120  shares  of  Mergenthaler  Linotype  stock,  worth  on  the  day  of 
the  loan  $224  a  share,  or  $26,880.  Mr.  William  J.  Flather  frankly 
told  the  comptroller  that  in  this  transaction  the  proceeds  of  the  col- 
lateral were  his,  that  it  was  simply  an  accommodation  because  he  did 
not  like  to  carry  a  lai^er  line  of  loans  than  he  was  already  carrying, 
although  there  was  never  a  time  when  he  was  anywhere  near  the  limit 
that  the  bank  was  allowed  by  the  law  to  loan.  The  Riggs  National 
Bank  could  have  at  that  time  loaned  to  any  one  individual,  upon 
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properly  secured  paper,  $300,000,  and  Mr.  William  J.  Flather's  loans 
totaled,  as  I  remember  them,  around  $60,000. 

Those  are  illustrations  of  what  Mr.  Williams  calls  the  "dummy 
loans." 

The  Chairman.  There  was  no  claim  made  of  any  loss,  but  two  ot 
three  of  those  loans  were  mentioned  as  being  imwarranted  and  some- 
what suspicious. 

Mr.  Hog  AN.  I  have  given  all  the  facts.  First,  there  w^as  no  loss  (m 
any.  Second,  there  was  never  any  claim  that  there  was  ever  any  loss 
on  any.  Third,  every  one  of  them  were  thoroughly  collateralled. 
Fourth,  before  Mr.  Willaims  passed  his  strictures  on  what  he  calb 
**  these  dummy  loans,"  every  one  of  them  had  been  paid  in  full  and 
none  of  them  were  in  the  bank  at  the  time  of  this  correspondence, 
or  had  been  in  the  bank  for  a  long  time  previous  to  his  letter  of 
January  22,  1915,  on  that  subject. 

Senator  Newberry.  One  of  the  bank  clerks  has  testified  that  thtt 
had  been  carried  on  for  a  considerable  number  of  years. 

Mr.  HoGAN.  Yes;  that  is  true,  as  I  told  you  Senator,  and  I  am  sure 
you  will  recall  it,  Mr.  Glover  has  a  large  clientele  who  seek  conserv- 
ative investments.  He  has  habitually  recommended  notes  secured  by 
first  mortga<2:es  on  improved  real  estate;  for  about  half  a  century 
not  a  dollar  in  principal  or  interest  has  been  lost  to  the  client  takii^ 
such  investments  on  Mr.  Glover's  advice;  quite  frequently  he  would 
use  his  own  collateral,  as  was  done  in  the  $86,500  instarce,  and  use 
the  proceeds  of  the  loan  thus  collateralled  to  take  on,  in  his  own 
account,  a  liigjh-class  real  estate  loan  for  the  ultimate  investment  d 
the  clientele  referred  to.  Now,  what  the  clerk  you  have  in  miiwl 
testified  to  was  the  making  of  such  a  note  by  the  clerk  in  some  sud 
cases.  To  illustrate,  Mr.  Glover  would  say  to  the  clerk,  * 'There  is 
a  850,000  loan  here  on  a  building  worth  $100,000,  and  the  Corcoran 
Art  Gallery  or  the  American  I'niversity,  we  will  say,  will  shortly 
be  in  funds  for  such  an  investment,  so  I  will  make  the  real  asuit 
loan  myself  and  for  the  purpose  borrow  the  funds  personally,"  and 
he  would  have  Mr.  Nevius  or  someone  attend  to  the  details,  but  in 
such  a  case  the  note  was  made,  not  on  the  faith  of  my  clerk,  but  on 
the  faith  of  the  collateral  mentioned;  and  in  the  $86,500  instance  the 
market  value  of  the  collateral  was  $115,000,  and  it  consisted  rf 
Mr.  Glover's  very  high-grade  collateral,  and,  furthermore,  at  that 
time,  there  was  in  the  vault  of  the  Riffgs  National  Bank,  belonging 
to  Mr.  Glover,  securities  having  a  market  value  of  $2,000,000. 

Senator  Newberry.  The  practice  is  not  one  that  you  would  recom- 
mend ? 

Mr.  HoGAN.  No. 

Senator  Newberry.  Neither  would  I. 

Mr.  HoGAN.  Neither  would  I.  I  never  have,  but  what  I  have 
told  you  the  bank  officers  frankly  told  the  comptroller;  the  loans 
referred  to  had  been  paid  and  were  out  of  the  bank  when  Mr.  Wil- 
liams was  making  his  attacks  on  the  institution:  and  it  will  be 
remembered  that  early  in  1914,  at  the  very  beginning^  of  the  contixv 
versy,  the  Riggs  directors  wrote  Mr.  Williams,  in  effect,  "We  want 
to  know  from  you  any  practice  that  you  say  should  be  stopped,  and 
any  reasonable  request  you  make,  any  legal  action  you  ask  us  to  take, 
we  will  take  it." 
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That  is  the  whole  story.  Of  course  the  term  *^ dummy  loan''  has  a 
sinistef  meaning  in  popular  parlance,  and  there  never  was  the  use 
of  dummies  in  that  s'^nse  of  the  word  in  any  of  these  transactions. 
There  never  was  a  dollar  lost  and  there  never  was  a  loan  that  was  not 
thoroughly  collateraled  by  high-gjrade  collateral.  It  was  not  a 
practice  of  any  great  nmnmg,  but  it  was  a  thing  that  from  time  to 
time  in  the  pecmiar  instances  I  have  narrated  would  happen;  and 
I  say  again  to  you,  Senators,  it  is  a  thing  I  would  not  recommend, 
and  whon  called  to  the  attention  of  the  officers  it  was  a  thing  not 
persisted  in. 

Mr.  Williams  has  testified  before  this  committee  that  his  letter  of 
January  22,  1915,  calling  for  information  regarding  the  loans  to 
officers  of  the  bank  was  not  replied  to.  It  was  for  the  alleged  failure 
to  give  him  the  information  sought  by  his  communication  of  Jan- 
uary 22,  1915,  you  will  doubtless  remember,  which  caused  h^m  to 
attempt  to  impose  the  penalty  of  $5,000  upon  the  bank  on  March  30, 
1915.  I  insert  here  the  reply  of  the  officers  of  the  bank  made  on 
February  1,  1915,  to  the  comptroller's  January  22,  1915,  letter: 

February  1,  1915. 
Comptroller  op  the  Currency, 

Washington,  D.  C. 

Sir:  We  have  received  your  letter  of  the  22d  ultimo,  in  which  you  say  that  in 
view  of  conditions  in  this  bank  hrousrht  to  li<;ht  by  the  national  bank  examiner ?,  etc., 
you  request  that  we  prepare  an<Nieliver  to  your  office  within  10  days,  under  penalties 
provided  in  sections  5211  and  5213,  R.  S.,  a  statement  showing: 

** First,  All  direct  loans  ma<!e  by  the  Ricijs  National  Bank  sin^e  its  orcrnization. 
either  st»verally  or  jointly,  to  Charles  C.  Glover,  W.  J.  Flatlier,  M.  E.  A  les,  H.  H. 
Flather,  Joshua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the  respective  families 
of  the  above  named,  p^i\in|(^  a  full  description  of  the  notes  and  the  collateral,  if  any, 
by  which  said  loans  were  secured. 

''Second.  All  indirect,  or  'dummy'  or  concealed  loans  made  by  the  Kigps  National 
Bank  since  its  organization  for  the  benefit  (directly  or  indirectly)  of  the  individuals 
named  above,  or  any  of  them,  including  all  loans  which  C.  C.  Glover,  W.  J.  Flather, 
H.  H.  Flather,  M.  E.  Ailes,  or  Jo.«»hua  Evans,  jr.,  or  any  of  them,  indorio<l  or  for  which 
they  furnished  the  whole  or  any  portion  of  the  collateral,  by  which  loans  to  others  were 
secured,  and  including  all  loans  made  in  the  name  or  names  of  others,  the  whole  or  a 
portion  of  the  proceeds  of  which  were  turned  over  to  the  said  Glover,  Ailes,  W.  J. 
Flather,  11.  H.  Flather,  Joshua  Evans,  jr.,  or  any  of  them;  giving  a  full  desr  ription 
of  all  notes  and  of  the  collateral,  if  any,  by  which  they  were  secured;  also  showing 
what  |)ortions  of  the  proceeds  of  said  notes  were  received  by  or  crediU»d,  respectively, 
to  the  said  Glover,  W.  J.  Flather,  H.  II.  Flather,  M.  E.  Ailes,  or  Jcshua  Evans,  jr., 
and  also  showing  clearly  the  ownerahip  at  the  time  of  the  making  of  the  s<iid  loans  of 
the  collateral  securing  them  in  each  case." 

Replying  to  your  first  recjuest  we  beg  to  say  that  there  was  not  when  your  examiners 
conducted  their  last  examination  into  the  affairs  of  this  bank,  had  not  been  for  several 
months  prior  thereto,  has  not  been  since  tlien,  and  is  not  now,  any  loan  in  this  bank 
to  anv  of  the  officer-?  named  by  you.  We  beg  to  say  further  that  for  more  than  10  years 
past  no  one  of  the  officers  of  this  bank  named  by  you  has  ever  borrowed  one  dollar  from 
It  except  upon  ample  security,  and  all  loan.^  to  them  have  been  fully  paid. 

The  only  loan  to  any  member  of  the  respective  families  of  th3  officers  named  by  you 
is  one  to  >fr8.  Emma  A.  Flather,  wife  of  William  J.  Flather,  as  follows:  $4,506.25,  dated 
April  3,  1014,  secured  by  50  shares  Baltimore  &  Ohio  Railroad  stock,  12  shares  United 
States  Steel,  preferred,  $500  Metropolitan  Club  4i  per  cent  bonds,  $500  Metropolitan 
Club  4\  per  cent  bonds  (the  latter  having  been  added  December  24,  1914),  and  12 
flhare'^  Firemen's  Insurance  Co.  sto'^k,  added  October  26,  1914,  the  collateral  at  this 
time  having  a  market  value  of  $5,89J. 

This  loan  was  made  to  Mrs.  Flather  upon  her  own  collateral  and  for  her  sole  benefit. 
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Replying  to  your  eecond  request,  we  beg  to  eav  that  this  bank  ha?  ne^'cr  made  toy 
"dummy"  or  ''concealed "  loans  to  any  of  the  ofticers  named;  and  we  beg  fmther to 
pay  that  there  was  not,  when  your  examiners  conducted  their  last  examinatioD  into 
the  aftairs  of  this  bank,  had  not  been  for  several  months  prior  thereto,  has  not  been 
since  then,  and  is  not  now,  any  loan  in  this  bank  made  for  the  benefit  of  either  of  tbe 
officers  you  name,  or  indorsed  by  any  of  them,  or  for  which  thev  furnished  the  wbole 
or  any  portion  of  the  collateral,  or  of  which  they  received  the  whole  or  any  portkoof 
the  proceeds. 

As  the  statement  which  you  request  would  require  an  examination  of  all  the  boob 
of  this  bank  during  the  18  years  of  its  existence,  thufl  entailing  serious  lose  of  tlmetnd 
diverting  the  attention  of  our  officers  and  employees  from  our  current  busine«,  anda 
it  could  not,  except  as  to  the  loan  to  Mrs.  Emma  A.  Flather,  a  full  report  of  ^ch  w 
have  given  you  aoove,  possiblv  add  anything  to  your  full  and  complete  knowledge 
of  the  condition  of  this  bank,  for  which  purpo'e  only  section  5211  autborizee  >"outo 
call  for  a  special  rofwrt,  we  decline  to  furnish  it.  And  moreover,  if  tie  infcMmtioo 
you  seem  to  desire  is  at  all  material  to  the  duties  of  your  office,  it  can  doubtlew  b« 
furnished  to  you  b>r  your  examiner,  because  diuing  the  recent  examination  of  tlA 
bank  by  him' and  his' assistants,  extending  from  the  13th  of  November,  1914,  to  the 
16th  of  January,  1915,  they  spent  days  going  over  our  discount  led^rs  from  the  ctpat 
ization  of  the  bank,  and  an  inspection  of  those  ledgers  shown  that  the  accouot^of 
C.  C.  Glover,  W.  J.  Flather,  H.  H.  Flather,  and  M.  E.  Ailes  were  double  checked.  It 
i  8  therefore  certain  that  even  if  those  accounts  were  not  literallv  traiLvcribed.  they 
were,  at  least,  thoroughly  examined;  and  if  they  were  not,  bur  "books  are  subject  to 
your  examiner's  call  at  any  time,  and  we  will  gladly  submit  them  to  him. 

Inasmuch  as  we  have  stated  that  there  are  no  loans,  direct  or  indirect,  in  thv«  bank 
to  any  of  its  officers  named  bv  you,  and  no  loans  for  which  thev  fumiahed  the  collatenL 
or  of  which  they  received  tne  proceeds,  and  that  none  of  the  officers  named  by  y« 
has  borrowed,  (luring  the  past  10  years,  one  dollar  from  this  hank  without  aoipli 
security,  and  that  all  loans  made  to  them  have  been  fully-  paid,  we  comply  withn 
much  of  your  letter  as  requires  this  answer  to  be  made  under  the  oath  and  over  thi 
signatures  of  C.  0.  Glover,  W.  J.  Flather,  H.  H.  Flather,  M.  E.  Ailee,  and  JoAui 
Evans,  jr. 

The  law  under  which  the  comptroller  pretended  to  proceed  in  the 
correspondence,  in  which  that  last  quoted  letter  is  but  one,  provided 
in  very  plain  terms  that  the  comptroller  has  the  right  to  call  od 
national  banks  for  special  reports  when  necrssary  to  give  him* 
complete  knowledge  respecting  the  ^'condition"  of  the  bank. 

That  is  the  statute,  and  the  only  thing  that  he  was  not  given  wbrti 
that  letter  of  February  1,  1915,  now  here  set  out  in  fiilly  was  writU»n 
to  him  was  that  we  did  not  go  back  18  years  to  dig  out  of  the  records 
closed  transactions  which  did  not  reflect  at  all  upon  the  condition  of 
the  bank,  and  could  not  possibly  relate  to  it,  and  for  the  failure  to 
do  that  he  attempted  to  assess  a  penalty  of  $5,000  against  the  bant 
On  this  subject  oi  whether  or  not  such  inquirir  s  are  within  the  poorer 
of  the  comptroller  imder  a  statute  authorizing  him  to  obtain  s^)eciil 
reports  relating  to  the  '* condition"  of  the  bank,  I  do  not  care  whil 
judge  says  in  nisi  ])rius  opinion  on  a  preliminary  motion  that  tk 
comptroller  was  acting  within  his  legal  power  when  he  sent  that  sort 
of  a  letter,  I  say  that  the  place  to  have  that  decided,  because  itisi 
serious  question,  involving  the  rights  of  all  banks,  was  the  SupifD* 
Court  of  the  United  States;  and  we  were  on  our  way  there,  but  tf 
Mr.  Untermyer  has  told  you,  and  as  Mr.  Williams  has  told  vou,  any 
bank  that  goes  to  a  court  for  a  legal  investigation  of  Mr.  Williaitss 
power,  when  there  is  a  diflFerence  of  opinion  between  the  bank  and 
the  comptroller,  must  forfeit  its  charter.  The  going  into  the  courts 
of  the  land,  in  the  view  of  the  pres'^nt  comptroller,  constitutes  • 
defiance  of  the  comptroller.  He  brooks  no  judicial  construction  of 
his  power.     There  being  no  other  supervisory  power  but  the  court, 
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the  banks  and  this  committee  and  Congress  are  on  notice  from  the 
present  comptroller  that  if  a  national  bank  seeks  a  court  construction 
of  any  power  he  asserts  the  death  penalty  will  be  inflicted  by  the 
denial  of  its  charter  renewal  if  the  charter  expires  while  the  court 
proceedings  are  pending. 

No  matter  how  arbitrary  this  comptroller  may  be  in  his  demands, 
no  matter  how  ruinous  may  be  the  penalties  he  threatens  to  impose, 
no  appeal  can  be  made  to  the  courts  constitutionally  provided  to  de- 
termine the  extent  of  and  the  limitations  on  the  powers  of  executive 
officers,  because  if  a  bank  goes  to  court  it  will  be  denied  its  continued 
existence  as  a  national  bank  when  next  it  applies  to  Comptroller 
Williams  for  charter  renewal.  He  has  made  that  position  plain. 
You  have  no  escape  from  that.  That  is  his  position.  What  is  the 
United  States  Senate  going  to  do  about  it,  tnis  citizen  respectfully 
asks. 

Failure  to  examine  banks:  I  recall  the  attention  of  this  committee 
to  the  failure  of  the  comptroller  to  comply  with  the  mandate  of  the 
law  regarding  bank  examinations.  The  Congress  of  the  United 
States,  although  this  does  not  seem  to  be  admitted  nowadays  in  all 
circles,  is  still  the  law-making  power  of  this  Government.  When 
the  Congress  passes  a  very  plain  and  mandatory  provision  of  law,  it 
is  not  within  the  province  of  an  executive  officer  to  say  whether  it 
should  be  followed.  The  national  bank  act,  as  amended  by  the  act 
of  1913,  passed  by  the  House  and  Senate,  says  this: 

The  Comptroller  of  the  Currency,  with  the  approval  of  the  Secretary  of  the 
Treasury,  shall  appoint  examiners  who  shall  examine  ever  member  bank  at  least 
twice  in  each  calendar  year,  and  oftener  if  necessary.  (Section  5240,  R.  S.  U.  S., 
as  amended  Dec.  23,  191S.) 

The  words  ''shall  be*'  and  the  words  ''at  least  twice  in  each  cal- 
endar year"  were  put  in  that  statutory  enactment  by  the  Congress. 

The  comptroller  s  official  records  show  that  no  national  bank  in 
the  city  of  Washington,  Kiggs  excepted,  was  examined  more  than 
once  in  the  entire  calendar  year  1915;  that  a  number  of  them  were 
not  examined  more  than  once  in  the  year  1914;  that  out  of  14 
national  banks  50  per  cent  of  them  were  examined  only  once  in 
1916 — three  years  aiter  the  law  was  passed. 

Mr.  Williams  called  attention  here  yesterday  to  the  fact  that  I 
had  stated  that  the  Federal  National  Bank  in  this  city  had  been 
examined  only  once  in  1916,  whereas  it  had,  in  fact,  been  examined 
twice.  I  did  make  that  mistake,  but  what  I  stated  was.  of  course, 
on  information  and  belief  with  regard  to  that — the  chairman  of 
this  conunittee  inquired  of  Mr.  Po<3e,  the  president  of  that  bank, 
when  he  was  here  regarding  this  subject,  and  in  part  3,  on  page  189, 
the  following  is  found: 

Mr.  Poole.  We  had  one  examination  in  1913.    We  had  one  examination  in  1914. 
We  had  one  examination  in  1915.    We  had  one  examination  in  1917. 

So  I  should  have  stated  that  the  bank  had  only  one  examination 
in  1917,  whereas  I  stated  that  it  had  only  one  in  1916,  an  error 
merely  as  to  the  year  in  which  the  law  was  violated,  which  year 
Mr.  roole  corrected.  The  fact  is  that  even  as  late  as  1917  the 
Federal  National  Bank  had  only  one  examination  and  in  1916, 
50  per  cent  of  the  banks  in  this  district,  Riggs  always  excepted, 
were  not  examined  as  required  by  the  plainest  mandatory  provi- 
sions of  law. 
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The  Chairman.  I  understood  you  to  say  in  your  original  state- 
ment to  the  eoininitteo  that  some  of  the  national  banks  in  Wash- 
ington were  not  examined  at  all? 

MT.  IIoGAN.  No,  sir;  I  said  not  examined  as  required  by  law. 
A  reference  to  pag(«  114,  115,  and  144  of  part  2  of  the  hearinos 
liere  will  show  what  I  said  on  that  subject,  and  from  the  context  n 
is  quite  clear  that  the  charge  I  made  was  that  the  banks  had  not 
received  in  those  years  the  exammations  required  by  law.  Removed 
from  its  context  one  line  of  my  statement  on  page  115  would  gire 
the  impression  just  stated  in  your  question. 

The  comptroller,  n^ponding  to  the  charge  I  made  on  this  sub- 
ject, has  been  compelled  to  admit  his  failure  to  comply  \*ith  the 
law,  but  he  gives,  apparently  as  a  reason  why  he  did  not  comph', 
the  excuse  that  the  law  was  not  passed  until  December,  1913.  Tm 
comptroller  states,  however,  that  prior  to  the  time  the  law  ex- 
pressly recjuired  at  least  two  examinations  a  year,  that  as  a  general 
rule  it  was  the  custom  to  examine  each  bank  twice  each  year. 
Within  a  few  minutes  after  he  had  made  that  statement  here  hlefore 
this  committee  he  informed  you  that  it  had  not  been  possible  to 
organize  the  national  banking  forces  so  as  to  instantly  and  imme- 
diately comply  with  the  requirements  of  the  law  that  I  have  quoted, 
and  he  gives  that  apparently  as  an  excuse  for  violating  the  law  for 
more  than  three  years.  WeU,  if  it  had  been  the  general  rule  to 
examine  banks  twice  a  year  prior  to  the  enactment  of  the  law  it- 
(juiring  that  they  be  examinea  twice  a  year,  what  was  the  difficultj 
in  ccmtinuing  that  general  rule  when  the  law  made  it  mandates? 
If  the  reason  the  law  has  not  been  complied  with  has  been,  as  Jlr. 
Williams  would  have  you  believe,  his  inability  to  organize  te 
forces  in  a  period  of  three  years  to  obey  a  law  passed  in  1913.  tbrt 
I  submit  that  you  do  not  want  any  better  clemonstration  of  te 
incompetency  in  ofTice.  If  that  is  not  the  reason  why  he  failei 
to  carry  out  the  manchxto  of  the  law  to  examine  the  banks  in  this 
district,  if  there  is  some  other  reason,  then  is  not  his  misreprcsenia- 
tion  of  the  facts  to  you  a  demonstration  of  his  unfitness  for  office^ 
And,  lastly,  if  his  failure  to  comply  with  the  law  was — as  it  un- 
doubtedly was — the  almost  constant  use  of  his  entire  national  bank 
examining  forces  in  the  persecution  of  the  Riggs  Bank,  then  is  not 
that  a  demonstration  of  his  unfitness  for  office  if 

So,  if  what  he  says  is  true,  that  in  more  than  three  years  he  could 
not  organize  his  office  so  as  to  obey  the  law,  I  repeat,  it  necessarilj^ 
follows  as  an  unescapable  conclusion,  that  he  is  incompetent  for  lb 
office  of  comptroller. 

Senator  Newberry.  Is  it  possible  the  examinations  given  thf 
national  hanks  now  are  much  more  complete  and  require  so  mueh 
more  time  and  more  examiners  for  the  work^ 

Mr.  HoGAN.  Why,  no.  Senator;  my  answer  to  that  is  twofold. 
however.  When  I  called  your  attention — and  I  want  to  call  vour  at- 
tention a7:ain — to  these  words  of  the  law,  which  say  that  the  exami- 
ners *'shall*'  examine  every  bank  **at  least  t\^dce  in  each  calendir 
year,'*  and  provides  that  they  shall  be  examined  oftener  if  neces- 
sary— that  tiiere  may  be  four,  but  never  less  than  two  vearlv  exiuni- 
nations — ^now,  it  does  not  make  the  slightest  bit  of  dUfference  hov 
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much  time  that  examination  takes,  the  law  says  plainly  what  must 
be  done. 

The  Chairman.  I  know,  Mr.  Hogan,  but  it  might  be  possible 
that  he  might  not  have  an  examining  force  that  could  possibly  do  it. 

Mr.  Hogan.  In  three  years  ? 

The  Chairman.  Possibly  there  might  have  been  some  trouble 
with  the  appropriation,  getting  the  mone}^  and  the  men  to  do  it. 

Mr.  Hogan.  There  was  not,  Senator,  any  trouble  with  the  appro- 
priations for  national-bank  examiners. 

Senator  Newberry.  Did  you  ever  hear  of  a  national  bank  com- 
plaining of  the  infrequency  oi  the  comptroller's  examinations  ? 

Mr.  Hogan.  I  do  not  know  whether  they  complained  or  not,  but 
I  tell  you  right  now,  speaking  of  the  bank  1  am  connected  with,  the 
directors  would  complain;  and  I  tell  you  what  the  result  of  failure 
to  examine  in  this  community  has  been:  In  the  last  two  years 
there  was  a  perfect  epidemic  of  defalcations.  One  bank  in  particu- 
lar  

Senator  Newberry.  Where  were  the  directors? 

Mr.  Hogan.  I  do  not  know,  as  I  have  no  connection  with  the 
banks  I  have  in  mind,  but  the  directors  naturally  can  not  make 
national-bank  examinations.  They  were  probably  depending  upon 
two  things:  A  report  from  the  officers  ana  the  bank  examinations. 
No  director  of  a  bank  can  very  well  go  to  work  and  examine  the  bank; 
it  happened,  and  I  will  tell  you  whv 

Senator  Newberry.  I  have  made  an  examination  four  times  a 
year,  myself. 

Mr.  Hogan.  You  mean  an  examination  of  the  bank  ? 

Senator  Newberry.  Entirely  apart  from  the  bank  oflScers. 

Mr.  Hogan.  That  is  done  by  auditing  committees  of  the  directors. 
As  to  individual  directors  they  may  some  of  them  do  it,  but  they 
usually  have  committees,  of  course,  to  do  that. 

Senator  Newberry.  They  do  it  in  Detroit,  and  that  is  a  good 
place  to  follow  the  example  of. 

Mr.  Hogan.  I  understand,  Senator;  and,  of  course,  that  practice 
is  followed  here;  but  what  I  am  directing  attention  to  is  that  in 
this  community  we  had  the  strong  hand  of  the  examining  board 
taken  away  from  the  banks  for  years;  however  lax  others  might 
have  been,  the  fact  remains  that  that  strong  Hand  has  been  lifted 
from  the  banks  and  the  result  has  been,  to  use  the  expression  of  an 
assistant  district  attorney  here,  **an  epidemic  of  defalcations.*' 

Now,  I  say  that  national-bank  examinations  properly  and  regu- 
larly carried  on  would  help  to  prevent  that.  I  do  not  say  that 
they  would  do  so  altogether  any  more  than  the  auditing  by  director's 
committee  will  prevent  dishonesty  altogether. 

Senator  Newberry.  It  would  be  no  excuse  for  the  directors,  at  all. 

Mr.  Hogan.  Not  at  all;  not  at  all;  nor  is  it  an  excuse  for  the  comp- 
troller. It  is  as  much  the  obligation  of  one  as  of  the  other.  It  is 
no  excuse  for  the  Comptroller  of  the  Currency  to  say,  '*I  paid  no 
attention  to  what  the  law  told  me  to  do,  because  I  depended  on 
directors.''  You  remember,  when  Mr.  Adkins,  one  of  the  comp- 
troller's counsel  was  here,  some  member  of  the  committee  asked 
whether  a  certain  thing  was  not  a  technical  violation  of  the  law, 
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and  Mr.  Adkins  stated  that  he  did  not  know  what  a  technical  vio- 
lation of  the  law  was;  and  the  comptroller's  position  is  that  th«© 
was  no  such  thing  in  the  national-bank  law,  and  that  what  the 
comptroller's  office  commands  must  be  done. 

To  my  mind  the  failure  for  a  period  of  three  years  of  the  Comp- 
troller of  the  Currency  to  make  national-bank  examinations  reauired 
by  law  is  a  serious  matter.  He  did  not  report  to  Congress,  mina  you, 
although  he  is  an  officer  of  the  Government  who  wrote  reports  directly 
to  Congress,  and  does  not  send  a  report  to  the  Secretary  of  the  Treasrar 
that  he  was  not  or  that  he  could  not  make  the  examinations  whidi 
the  law  commanded  him  to  make,  or  that  it  was  impossible  for  him 
to  get  up  an  organization  to  make  them.  I  say  that  when  the  comp- 
troller comes  before  a  Senate  committee — and  1  am  merely  expressing 
my  opinion  as  a  citizen — and  confesses  the  fact  that  for  a  period  <h 
3  years  he  did  not  comply  with  the  plain  requirements  of  the  law  in 
that  important  matter  of  bank  examinations,  then  a  very  serious 
state  of  facts  has  been  disclosed. 

Senator  Newberry.  Is  it  not  possible  he  could  not  get  the  force! 
I  do  not  suppose  any  well-organized  firm  in  the  country  has  the 
force  it  should  have  for  its  business.  That  may  be  a  reasonable 
explanation. 

Mr.  HoGAN.  That  might  have  been  true  in  1917  and  1918,  when  the 
demand  was  greater  than  the  supply  in  all  walks  of  life,  but  in  19H 
Senators,  men  throughout  this  country  walked  the  streets  lookup 
for  positions. 

Senator  Newberry.  Not  good  bank  examiners. 

Mr.  HoGAN.  I  am  not  informed  as  to  that.  Many  coinj>etent  men 
sought  positions  then. 

Senator  Newberry.  Good  bank  examiners  wanted  to  get  positions 
examining  income  tax  returns. 

Mr.  HoGAN.  That  was  a  little  later.  Of  course,  Senator,  ever 
since  time  began,  failure  to  comply  with  law  has  been  followed  with 
some  excuse.  The  Senate  and  you  never  heard  of  this  persistant 
failure  to  comply  with  the  law  imtil  I  stated  it  here.  There  are 
the  annual  reports  made  by  the  comptroller  and  there  are  the  annml 
reports  made  by  the  Secretary.  If  it  was  impossible  to  complv  with 
the  law,  and  it  certainly  was  not,  because  the  comptroller  teOs  too 
himself  it  had  been  a  general  rule  always  before  the  law  was  en- 
acted to  do  this  thing,  it  should  have  been  made  known  to  Congress 
and  the  law  amended.  I  do  not  know  what  the  views  of  others  arc, 
hut  speaking  for  myself,  I  say  that  when  an  executive  officer  of  thf 
Government  has  a  plain  mandate  of  the  law  before  him.  he  most 
comply  with  it  or  make  known  to  the  lawmaking  body  whv  he  cm 
not  comply  with  it,  and  riot  go  along  over  a  long  term  of  years  ignoriig 
it. 

Now,  Senators,  going  on  as  rapidly  as  possible  over  a  few  remain- 
ing subjects,  I  have  noted  with  some  regret  that  there  was  included 
in  this  record,  in  part  7,  paces  532-533,  a  letter  signed  by  Mr.  R.  W. 
Boiling,  produced  here  bv  Mr.  Williams  as  an  attempted  refutation 
of  the  testimony  of  Mr.  roole.     In  that  letter  Mr.  Bofiing  says: 

I  wirfi  very  specifically  and  emphatically  to  deny  a  statement  by  Mr.  Poole  th«tl 
went  with  him  into  his  private  office  on  the  occasion  referred  to,  or  on  any  other  ocdh 
Bion  and  ''had  a  long  talk  "  with  him.    As  a  matter  of  fact,  I  was  never  in  his  office 
in  my  life. 
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There  is  a  rule  of  evidence  that  he  who  testifies  falsely  as  to  a 
fact  about  which  he  could  not  be  reasonably  mistaken,  that  permits 
the  ignoring  of  all  his  testimony.  However  Mr.  Poole  and  Mr. 
Boiling  might  differ  in  their  recollections  of  their  conversation,  Mr. 
Boiling  could  not  reasonably  be  mistaken  as  regards  his  statement 
that  ''as  a  matter  of  fact,  I  Vas  never  in  his  (Mr.  Poolers)  office 
in  my  life.'*  I  produce  here  a  letter  dated  September  5,  1919, 
written  to  the  chairman  of  this  committee  by  Mr.  Charles  B.  Lyd- 
dane,  in  forming  the  committee — I  had  just  better  read  it  to  you. 
[Reading:] 

Federal  National  Bank, 
Washington  J  D.  C,  September  5,  1919» 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee^ 

United  States  Senate,  Washington  D.  C. 

Dear  Sir:  My  attention  has  been  called  to  a  letter  addressed  to  you,  signed 
by  Mr.  H.  W.  Boiling,  dated  July  22,  1919,  appearing  on  pages  532  and  533,  part  7,  of 
the  report  of  hearings  before  the  Committee  on  Banking  and  Currency  of  the  United 
States  Senate,  on  the  nomination  of  John  Skelton  Williams  to  be  Comptroller  of  the 
Currency,  in  which  letter  Mr.  Boiling  says:  "I  wish  verv  specifically  and enjphatically 
to  deny  the  statement  by  Mr.  Poole  that  I  went  with  him  into  his  private  office  on  the 
occasion  referred  to,  or  on  any  other  occasion,  and  'had  a  long  talk'  with  him.  As  a 
matter  of  fact,  I  was  never  in  his  office  in  my  life." 

I  am  cashier  of  the  Federal  National  Bank  at  Washington,  D.  C,  and  have  been  an 
officer  of , that  bank  since  1913.  I  have  resided  in  Washington  for  approximately  14 
years.  On  January  5,  1918,  Mr.  R.  W.  Boiling,  in  person,  brought  to  the  Federal 
National  Bank,  a  United  States  i^hipping  Board  deposit  of  $2,641,566.93.  Mr.  Boiling 
did  not,  as  his  letter  states,  stand  at  the  receiving  teller's  window,  but  handed  the 
dep38it  to  me  at  the  cashier's  desk  just  inside  of  the  bank's  main  entrance.  While 
Mr.  Boiling  and  I  were standingat  my  desk  conversing,  Mr.  Poole,  of  the  bank,  joined 
us.  Almost  immediately  Mr.  Boiling  and  Mr.  Poole  went  into  the  latter's  private 
office,  which  is  located  within  a  few  feet  of  my  desk,  and  Mr.  Boiling  remained  in 
that  office,  to  my  absolute, personal  knowledge;,  in  conversation  with  Mr.  Poole  for  a 
peri  ^d  of  time  certainly  not  less  than  half  an  hour.  From  my  position  in  the  office  I 
could  even  see  the  chair  in  Mr.  Poole's  private  office  in  which  Mr.  Boiling  sat. 
Yours,  very  respectfully, 

Chas.  B.  Lyddane. 

And  I  produce  here  letter  of  the  same  date,  simed  by  Miss  Prances 
Barber,  private  secretary  to  the  president  of  the  Federal-  National 
Bank,  certifying  that  on  January  5,  1918,  on  that  very  date,  which 
was  a  Saturday,  there  was  dictated  to  her  by  Mr.  Poole  a  memo- 
randum of  Mr.  Bolling*s  visit  and  what  went  on  at  that  visit.  She 
certifies  in  this  letter  to  Senator  McLean  that  this  memorandum, 
typewritten  hj  her  at  that  time,  which  she  attaches  to  her  letter,  is  a 
correct  transcription  of  what  was  dictated: 

September  5, 1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate,  Washington,  D.  C. 

Dear  Sir:  I  am  an  employee  of  the  Federal  National  Bank,  occupving  the  posi- 
tion of  secretary  to  the  president.  I  remember  distinctly  the  day  on  which  there  was 
deposited  in  that  bank  for  the  account  of  the  United  States  Shipping;  Board  the  sum 
of  $2,641,566.93,  the  exceedingly  unusual  size  of  the  deposit  and  the  comment  ex- 
changed between  the  cashier  and  myself  when  it  was  received  fixing  it  clearly  in  my 
memory. 

On  the  afternoon  of  that  day  the  president  of  the  bank,  Mr.  John  Poole,  personally 
dictated  to  me  a  memorandum,  which  I  typed  hx>m  my  shorthand  notes,  and  the 
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ori  i:inil  of  which,  attached  to  this  letter,  I  hereby  verify  as  being  correct  and  as  haviiig 
l>een  dictated  ou  the  date  which  it  bears,  namely,  January  5,  1919. 
Yours,  very  respectfully, 

Frances  Barbbb. 

Reserves:  You  have  been  told  that  the  Riggs  National  Bank  was 
short  in  its  reserves  in  violation  of  law.  The  law  on  the  subject  of 
reserves  is  found  in  section  51917  Revised  Statutes  of  the  United 
Stat^,  which  provide  in  effect  for  a  25  per  cent  money  reserve,  and 
further  provide: 

And  the  ('oinptroller  of  the  (Hirrency  niay  notify  any  association  (l>ank)  whow 
lawful  monev  reserve  shall  be  below  the  amount  al)ove  requixed  to  be  kept  on  hand, 
to  make  jrood  such  reserve:  and  if  such  association  shall  fail  for  30  days  tnereafter  eo 
to  make  good  its  reserve  of  lawful  money,  the  comptroller  may,  with  the  concurrence 
of  the  Sq  Tetary  of  the  Treasury,  appoint  a  receiver — 

for  the  bank. 

There  was  nothing  in  the  law  about  '* average"  reserves  for  30 
days,  because  reserves  fall  down  and  go  up  in  the  most  carefully 
regulated  banks. 

Comptroller  Williams  includes  in  this  record  a  table,  which  upon 
superficial  examination  leads  the  reader  to  believe  that  the  Riggs 
Bank  had  been  on  several  occasions  short  for  30  days  in  its  reserve, 
in  violation  of  law;  but  careful  examination  shows  that  what  he  has 
stated  is  that  the  bank's  reserve  did  not  *' average"  25  per  cent  for 
the  30  days  preceding  the  date  he  gives.  In  other  words,  he  adopts 
that  method  to  again  create  a  false  impression.  To  illustrat-e,  if  the 
bank  on  25  days  was  over  in  its  reserves  and  on  5  days,  distributed 
throughout  the  month,  was  under  in  its  reserves,  so  that  the  average 
of  the  30  days  was,  let  us  say,  24J  instead  of  25  per  cent,  he  put  that 
in  the  recora  here  as  a  basis  for  the  inference  tnat  there  was  a  dan- 
gerous failure  to  maintain  reserves,  although  he  perfectlv  well 
knows  that  the  law  nowhere  makes  reference  to  average  reserves 
maintained  in  a  period  of  30  days. 

This  action  of  the  comptroller  has  the  natural  result  that  only  by 
close  scrutinv  of  the  tables  ho  produces  hero  is  the  false  conclusion 
avoided.  Also  he  put  that  table  before  the  court  in  the  equity  pro- 
ceedings, and  when  1  attempted  to  meet  it  by  a  ^'counter  affidavit" 
his  counsel  obiected.  I  shall  now  insert  here  the  truth  on  this  sub- 
ject. Mr.  Joshua  Evans,  Jr.,  for  a  great  many  years  has  been  em- 
ployed at  the  Riggs  National  Bank  and  is  its  cashier  now,  made  an 
affidavit  in  the  equity  case  responding  to  this  statement  of  Mr.  TTil- 
liams  regarding  reserves,  and  at  the  same  time  responding  to  others 
of  his  charges,  which  affidavit  was  filed  in  court  and  w^as  material 
to  the  case.  In  it  Mr.  P^vans  in  plain  tenns  charges  that  Mr.  Wil- 
liams's affidavit  was  false,  and  set  forth  the  truth  on  the  subject. 
I  lay  stress  on  that  for  this  reason:  The  Attorney  General  was 
quoted  as  having  said  that  the  Lammond  affidavit  and  the  Glover 
and  Flather  affidavit,  out  of  which  the  perjury  case  grew,  werf 
diametrically  opposed  to  each  other,  that  both  could  not  be  true,  and 
that  an  indictment  necessarily  must  result.  I  will  now  show  that  in 
this  same  ef^uity  case  John  Skolton  Williams's  affidavit  on  the  sub- 

J'ect  of  reserves,  and  real  estate  loans,  and  some  other  subjects,  and 
bshua  Evans's  affidavit  on  those  subjects,  were  diametrically  op- 
posed to  each  other,  and  that  Mr.  Evans,  in  his  affidavit,  in  express 
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terms,  stated  that  the  affidavit  of  Mr.  Williams  was  false.  If  Mr. 
Evans's  affidavit  was  not  true,  you  nffed  have  no  doubt  he  would 
have  lono;  since  been  indicted,  because  that  affidavit  was  filed  in 
court;  so  the  conclusion  is,  and  the  fact  also  is,  that  Mr.  Evans's  affi- 
davit was  true,  and  no  one  has  ever  heard  of  Mr.  Williams  having 
been  indicted  for  having  falsely  made  an  affidavit  in  the  equity  case. 
Mr.  Williams  has  placed  in  the  record  of  the  hearings  here  his 
affidavit.     I  place  here  before  you  the  affidavit  of  Mr.  Joshua  Evmns: 


in  the  supreme  court  op  the  district  of  columbia. 
The  Riggs  National  Bank,  of  Washington,  D.  C. 

V. 

John  Skelton  Williams,  ('omptroller  of  the  Currency;  William 
Gibbs  McAdoo,  Secretary  of  the  Treasury;  John  Burke,  Treasurer 
of  the  United  States. 


Equity  No. 
33360. 


I,  Joshua  Evans,  jr.,  being  first  d\ily  sworn  according  to  law.  depose  and  say: 

I  am  assistant  cashier  of  the  Riggs  National  Bank,  of  Washington,  D.  C,  and  have 
been  employed  by  that  bank  since  its  organization  as  a  national  banking  association. 

I  have  carefully  examined  Exhibits  D  (pts.  1  and  2),  G,  J,  and  A,  appended  to  the 
affidavit  of  John  Skelton  Williams  filed  in  this  cause  the  15th  day  of  Mav,  1915,  and 
submit  the  following  data  w^ith  respect  to  the  subject  matters  of  said  exliibits,  com- 
piled under  my  direction  from  the  records  of  the  Kiggs  National  Bank,  which  show 
in  some  instances  the  misleading  and  in  other  instances  the  false  character  of  the 
said  exhibits  made  part  of  his  affidavit  bv  the  said  defendant  Williams: 

Part  1  of  the  defendant  Williams's  Exhibit  D  as  found  on  page  55  of  the  printed 
copy  of  the  affidavit  of  said  defendant  is  as  follows: 

Shortages  in  reserve  on  day  of  report  of  condition  of  Riggs  National  Bank. 


June  29, 1900. 
Sept.  15, 1902. 
Nov.  25, 1902. 
Feb.  6, 1908. . 
June  9, 1903.. 
June  9, 1904.. 
Sept.  6, 1904.. 
Jan.  29, 1906.. 
Sept.  4, 1906.. 
Jan.  26, 1907.. 
May  20, 1907. 
July  15, 1908. 
Nov.  10, 1909. 
Jan.  31, 1910.. 
Mar.  29, 1910. 
June  30, 1910. 
Sept.  1,1910.. 
Nov.  10, 1910. 
Sept.  1, 1911.. 
Feb.  2W,  1912. 
Apr.  18, 1012. 
June  14, 1912. 
Sept.  4. 1912. 


No\'.  26, 1912. 


Feb.  4, 1913. . 
Apr.  4, 1913. . 
June  4, 1913.. 
Aug.  9, 1913.. 
Oct.  21, 1913.. 
Jan.  13, 1914.. 
Mar.  4, 1914. . 
June  30, 1914. 
Dec.  31, 1914. 
Mar.  4, 1915. . 


Date. 


Cash. 


S46,545 
178,236 
141,161 

66,202 

149,332 

111,722 

2,234 

63,443 
1,850 

40,633 

96,959 
144,006 

15,153 

121,238 

101,018 

234,716 

4,581 

18,727 
7,187 

44,547 

80,529 
214,292 
129,337 
152,015 
178,538 
157,009 
500,363 
282,384 
178,801 


21,834 


Agents. 


$129,004 


23,326 


237,935 
17,835 


21,130 
196,217 
234,741 

16,523 


Total. 


$13,913 


3G3,720 
'266!  830* 


70,814 
237,618 
109,760 
389,950 
196,373 


430,719 
303,514 
375,018 
211,980 
14,528 


Federal 

reserve 

bonk. 


$16,437 
15,092 
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A  true  ataterociit  nf  Ihc  cash  resen-eg  required  by  law  uid  actually  od  bamd  in  bank 
or  with  reserve  agentann  the  datra  listed  hy  Ihc  defendant,  WillianiK,  in  th«  [orcifniiiF 
table,  with  the  exception  of  December  31,  1914,  and  Uarch  4,  1915,  to  b«  m^kcd 
hereinafter,  in  ae  tollon-a: 


rwiulred. 

CadiheU. 

with 
■enits. 

isr 

II 

w'.o» 

705.  («>S 
(177.  IWJ 

70^403 

„s:S 

1,010,  MO 
lOW^fJ 

'057,(07 

lloeglftAfi 

I'.txn'.tK 

«WS.II2 
(150.901 

JOB  978 
720  3M 

se8,n60 

«3IKT7S 
743,307 

e;s.o«i 
tS'mo 

mi, 001 

m.m 

T»,M1 
SW.QOS 
M4,fM 

is 

ii 

78H.MI 

!SS 

i,nas,7M 

71 A, 400 

wjIsjs 

i^ortIoss 
«n,isa 

„ 

848,137          i;4»,1» 

7^'J?f,  J'S^iS 

'■Si'S 

M«r'.  ari,  1910. 

Jnn*  30,1810 

.Ss 

,3a 

i!<t»|w 

June  30,  ISM 

June  30.  1910.  the  liank  had  an  amount  exceeding  the  required  lawful  money 
reoorvc  with  reoerve  acenta,  and  an  amount  below  its  reduired  lawful  reserve  in  itetnn 
vaults,  itri  total  actual  reserve  nhort^e  on  that  day  heins  S5'i.4Sl  and  not  $363,730. 
as  stated  by  the  defendant  Williams  in  part  1  ot  his  Exhibit  D.  To  make  the  state- 
ment of  alleged  rescrveshortace  on  that  datethc  said  defendant  impmperly  computed 
reserve  on  tl, 236.0(10  United  States  Oovemment  (nnda  then  depoait^ct  Trith  the 
plaintiff,  against  which  the  law  does  nit  reauire  the  keeping  ot  a  money  leBerv*: 
the  actual  totsl reserve  sh'-rtaRO  June  3fi.  1910,  wax  less  than  I  percent,  wbereaatttf 
defendant  Williams,  in  his  false  exhibit,  Bh"ws  the  same  at  more  than  6  per  cent. 

On  the  dBt<>s  in  the  above  table  thus  indicated  fxx)  the  defendant  Williama  «rd- 
neously  states  the  reserve  tifciiree  by  reason  ot  his  improper  inclusion  of  Panama  Caul 
dep-isita,  which  in  virtue  of  the  act  ot  ConKresa  apnrnved  August  24.  1912,  were  not 
thereafter  to  lie  properly  included  in  dep^ita  on  which  reserve  should  be  computed: 
on  September  4.  1912,  nlaintiff  bank  had  an  eTCeaa  of  S137.959  over  ita  required  If 
aerve;  February  4,  1913.  it  had  an  pxcphb  of  $140,441  over  ila  required  reserve;  oo 
April  4.  1913,  it  had  an  excess  ot  »516,2S1  over  ite  required  reaen-e;  in  three  ol  the 
remiining  four  dates  thus  marked  (xx)  it  was  temporarily  short  its  required  reaerve, 
aatolldws:  June4. 1913.shortl74,976;  Aunust 9, 1913.Bhort»47,936;  October 21. 1913. 
ihnrt  S4'f.420:  while  on  December  6,  1912,  it  was  temporarily  abort  in  its  required 
reBe^^■e  $141,330. 

The  statement  contained  in  part  1  of  the  said  defendant's  Exhibit  D  to  the  effect 
that  the  plaintiff  bank  was  short  in  its  reserve  with  the  Federal  Reserve  Bank  « 
Decemlwr  31,  1914,  $16,437,  and  on  March  4,  1915,  $15,092  does  not  accord  with  the 
facte,  which  are  that  on  December  31,  1914,  the  plaintiff  bank  was  required  tn  bate 
in  its  vaults  lawful  money  reeerve  amountinR  to  $447,967.  and  on  said  date  actually 
held  inilavault8$R13, 302;  on  that  date  nlaintiff  bank  was  required  to  have  on  reserre 
with  tlie  Federal  Reserve  Bank  $223, 9S3,  whereas  on  said  date  it  had  on  deposit  with 
said  Federal  Reserve  Dank  «222,16S,  a  deficiencv  of  only  $1,815,  and  not  of  S16.43T, 
stated  bvthedefendant  Williams:  on  March  4. 1915,  plaintiff  bank  wasrequired  to  hav« 
as  lawfiil  mnnev  reserve  in  its  vault  $4S5.471,  and  on  that  date  it,  in  fact,  had  in  iti 
vaulte  in  lawful  money  reaer\-e  $1,301,890.70;  on  said  date  it  was  required  to  have  with 
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the  Federal  Reserve  Bank  $242,735,  and  on  that  date  it  had,  with  the  Federal  Reserve 
Bank  $243, 306,  so  that  on  said  date  it  had  an  excess  in  the  legal  reserve  required  both 
in  its  vault  and  with  the  Federal  Reserve  Bank,  its  total  excess  over  the  amount 
reauired  by  law  bein«:  $817,090,  whereas  the  defendant  Williams  conveys  by  part  1 
of  his  schedule  D  the  false  inference  that  it  was  short  in  its  reauired  reserve  on  said 
date;  it  will  be  noted  that  the  excess  in  the  reserve  it  held  on  tnat  date  amounted  to 
more  than  the  lawful  reserve  required  of  it. 

Part  2  of  the  said  defendant's  said  Exhibit  D,  as  the  same  appears  on  page  55  of  the 
printed  copy  of  his  affidavit,  is  as  follows: 

Table  showing  per  cent  of  average  reserve  for  SO  days  prior  to  the  dates  of  reports  of  condition 

of  Riggs  National  Bank, 


Dato. 

Cash. 

Agents. 

Total. 

Sept.  4, 1906. 

11.88 
10.85 
11.60 
12.41 
10.80 
11.65 
10.09 
12.40 

Nov.  12, 1906 

Mar.  22, 1907 

May  20, 1907 

July  15, 1908 

Feb.  5,1909 

June  23, 1909 

Nov.  16,1909 

Jan.  31, 1910 

11.90 

24.80 

Mar.  29, 1910 

11.53 

12.09 

11.40 

10.20 

9.77 

9.36 

11.72 

10.77 

11.25 

10.19 

11.60 

9.40 

9.97 

10.31 

11.15 

11.05 

11.55 

10.13 

10.87 

June  30, 1910 \ 

Sept.  1 ,  1910 

Nov.  10. 1910 

24.04 

Jan.  7, 1911 

23.72 

Mar.  7, 1911 

June  7. 1911 

Sept.  1 .  1911 

Dec.  5. 1911 

Feb.  20. 1912 

24.38 

Apr.  18, 1912 

24.81 

Jane  14, 1912 

Sept  4, 1912 

24.50 

Nov.26,1912 

24.43 

Apr.  4,1913 

June  4, 1913 

23.58 

Aug.  9, 1913 

24.18 

Oct.  21, 1913 

24.53 

Mar.  4, 1914 

24.33 

A  full  and  true  statement  on  the  subject  purporting  to  be  covered  by  said  part  2  of 
said  Exhibit  D  is  as  follows: 


Date. 


Sept  4, 1906. 
Nov.  12, 1906. 
Mar.  22, 1907. 
May  20, 1907. 
July  15,  1908. 
Feb.  5, 1909.. 
June  23, 1909. 
Nov.  16, 1909- 
Jan.31,1910. 
Mar.  23, 1910. 
June  30, 1910. 
Sept.  1, 1910. . 
Nov.  l6, 1910. 
Jan.  7. 1911.. 
Mar.  7, 1911.. 
June  7, 1911... 
Sept.  1,1911.. 
Dec.  5, 1911... 
Feb.  20, 1912.. 
Apr.  18, 1912.. 
June  14, 1912. 
Sept.  4,  1912.. 
Nov.  26, 1912. 
Apr.  4,  1913... 
June  4, 1913... 
Aug.  9,  1913.. 
Oct.  21,  1913.. 
Mar.  4, 1914... 


Dash. 

Agents. 

11.88 

15.16 

10.85 

14.65 

11.69 

16.44 

12.41 

16.30 

ia80 

27.30 

11.65 

30.96 

iao9 

19.13 

1Z40 

12.80 

12.907 

11.905 

11.53 

14.23 

12.09 

13.55 

11.40 

17.00 

ia20 

14.74 

9.77 

13.96 

9.38 

22.85 

11.72 

16.44 

10.77 

14.60 

11.25 

16.45 

10. 198 

14.197 

11.60 

13.21 

9.40 

16.50 

9.97 

14.53 

ia3i 

14.12 

15.15 

14.10 

11.05 

12.53 

11.55 

1Z63 

10.13 

14.40 

ia87 

13.46 

Total. 


27.04 

25.50 

28.13 

28.71 

38.10 

42.61 

29.22 

25.20 

24.812 

25.76 

25.64 

28.40 

24.94 

23.72 

3Z21 

28.16 

25w37 

27.70 

24.395 

24.81 

25.90 

24.50 

24.43 

25.25 

23.58 

24.18 

24.53 

24.33 
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The  foreijoin^  fi<^res  were  all  furnished  by  the  plaintiff  bank  to  the  Comptroller  of 
the  Currency  on  the  date?  above  liHei,  ani  were  of  record  in  his  office  at  the  time  he 
prepared  anl  made  part  of  his  affilivit  part  2  of  his  Exhibit  D. 

The  plaintiff  bank  does  a  lars^e  busineas  with  Southern  correspondenta,  who  at  times 
require,  to  meet  thair  deminl,  the  shipment  of  currency,  ana  hence  the  reserx'es  in 
its  vaults  will  at  times  fall  below  124  per  cent  of  its  total  cash;  as  it  carries  a  large  part 
of  its  lawful  reserve  on  deposit  in  New  York  it  is  always  possible,  however,  by  tele- 
graph to  order  a  supply  to  replenish  any  temporary  deficiencjr,  and  seldom  does  the 
de.'iciency  ex;i9t  for  more  thm  a  diy  or  two.  As  an  illustration  of  the  character  of 
part  2  of  the  defendant  Williams's  Exhibit  D,  it  should  be  stated  that  for  the  30  days 
endin;^  January  31,  1910  (as  to  which  period  the  defendant  fails  to  show  any  entry  of 
the  average  rc^er\'e  cash  in  the  vault  of  the  plaintiff  bank,  but  shows  an  average 
reserve  with  reserve  a^^ents  of  11.90  as  a:»ainst  the  law's  reauirement  of  12.53),  the 
plaintiff  bank  was  over  in  its  reserve  on  the  5th,  6th,  7th,  8tn,  9th,  10th,  11th,  12th, 
13th,  I4th,  I5th,  16th,  17th,  18th,  I9th,  20th,  2lst,  22d,  23d,  24th,  25th,  26th,  27th, 
and  28th  of  January,  1910.  Other  periods  of  30  days  might  be  taken  as  illustratioii, 
but  this  suffices. 

Referring  to  the  Defendant  Williams's  Exhibit  G,  which  appears  on  page  65  of  the 
printed  copy  of  his  affidavit,  this  affiant  says  that  it  is  true  that  on  May  18,  1914,  the 
total  of  all  of  its  loans  to  all  of  its  ofRcers,  directors  and  employees  was  $498, 125,  but  it 
is  likewise  true  that  the  total  loans  held  bv  the  plaintin  bank  as  of  May  18,  1914, 
amounted  to  $7,746,108.52,  so  that  the  total  of  all  of  its  loans  to  all  of  its  directors, 
o  fficers,  and  employees  amounted  to  only  6.43  per  cent  of  its  total  loans  on  said  date; 
it  is  furthermore  true  that  on  that  date  the  17  gentlemen  whose  names  appear  in  the 
third  Dara;i:raph  of  the  plaintiff  bank's  bill,  on  page  9  of  the  printed  copv  thereof, 
were  directors  of  said  bank,  many  of  them  actively  engaged  in  successful  businesB 
enterprises  requiring  and  justifying  the  making  of  loans. 

Referring  to  Exhi.>it  J  to  the  defendant  Williams's  affidavit,  as  the  same  appeanon 
page  89  of  the  printed  copy  of  said  affidavit,  this  affiant  says  that  the  truth  respecting 
the  amount  of  loans  and  tne  existence  and  amount  of  overdrafts  as  of  May  18,  1914, 
of  23  of  the  24  borrowers  referred  to  by  said  defendant,  is  as  follows  (the  amant  beiiv 
unable  to  idsntify  the  borrower  given  as  *'T,"  the  sixth  from  the  bottom  on  the  de- 
fondant's  Table  J,  is  compelled  to  omit  the  same  from  the  following  statement): 


Name  of 
borrower. 


F. 
F. 
R. 
V. 
A. 
D. 
D. 
D. 
H. 
K. 
L. 
M. 
M. 


Amount  of 
overdraft. 


I  Value  of 
Amoimt  of   coiJatcral 
loan.       I    hold  by 
bonk. 


$63,800 
W.SOO 

170.  a)2 
55,000 
31,647 

20<i.307 
4. ',000 

125. 7S7 
21,000 
46,666 
8:),  500 
72, 7<»2 
70,000 


%S2, 1.55 
6i),000 

170,000 
7K. 750 
29,700 

241,597 
71,600 

252,  SIO 
42,800 
.">7,550 

108,500 
98,000 

101.000 


Name  of 
borrower. 


Amount  of 
overdraft. 


P. 
P. 
T. 
W 
M. 
P. 
P. 
N. 
F. 
N. 


$122L45 

52. 8H 


Amount  of 
loan. 


Value  cf 

coiiatcral 

held  by 

bank. 


$100,  »72 
28.622 
112,500 
2>i6,300 
51),  000 
58.250 
15.1H4 
24.000 
17,500 
23.000 


1,779,629 


tl2>.'J»* 
53.tUi 

209.  »S3 

42^.000 

67.  a» 

70.500 
45,  (W 
29.aa 

31, n» 


2.4fti,444 


Exhibit  A  to  the  defendant  Williams's  affidavit  is  false  and  erroneous  in  that  if  it 

Surports  to  set  forth  real  estate  loans  allegcxl  to  have  been  made  by  the  Riggs  National 
lank,  whereas  in  truthfulness  and  in  fact,  as  well  known  to  the  said  defendant,  no 
loans  have  been  made  by  the  Rii;^  National  Bank  on  real  estate,  and  the  loans  referred 
to  by  him  wero  such  as  were  incidentally  and  collaterally  secured  by  notes  whi<i  in 
turn  were  secured  upon  real  estate,  which  loans  were  not  forbidden  by  the  national 
bank  act,  a^  held  by  the  United  States  Supreme  Court,  this  affiant  is  advised  and 
believes,  in  Bank  v.  Matthews  (9'i  U.  S.,  621),  the  loans  so  listed  having  been  exprearfy 
declarerl  to  be  lawful  an  I  not  su!>ject  to  criticism  by  the  Comptroller  of  the  Currency 
to  national  bank  examiners  in  a  formal  rulinj?  of  the  Comptroller  of  the  Ourrvncy 
to  national  bank  cxominers  dated  and  issued  January  11,  1910,  a  copy  of  which  ihV 
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defendant  Williams  himself  has  included  in  a  printed  volume  entitled  "Miscellaneous 
Letters  Relating  to  Correspondence  Between  the  Treasury  Department  and  Riggs 
National  Bank,"  volume  3,  on  pages  77  to  79  thereof. 
And  further  affiant  sayeth  not. 

Joshua  Evans,  Jr. 

Subscribed  and  sworn  to  before  me  this  17th  day  of  May,  1915. 

Bessie  B.  Sheehy, 
Notary  PubliCy  District  of  Columbia. 

On  this  subject  of  reserves  the  Honorable  Leslie  M.  Shaw,  being 
in  Indiana  shortly  after  the  time  I  appeared  before  this  committee 
last  July,  wired  me  as  follows: 

Thorntown,  Ind.,  Jvly  25. 
Frank  J.  Hooan, 

811  Colorado  Building^  Washington,  D.  C. 

When  country  was  on  eve  of  greatest  panic  ever  seen  in  October,  1907,  I  took  heroic 
action.  Among  the  remedies  was  this:  I  told  the  banks  to  use  their  last  dollar  of  re- 
serve if  necessary  and  I  would  protect  them,  exactly  as  the  law  plainly  authorized 
the  Secretary  to  do.  The  law  is  very  clear.  No  harm  can  follow  encroachment  upon 
reserve  except  with  approval  of  Secretary  of  Treasurv.  This  was  fully  intended  by  the 
lawmakers  to  afford  elasticity,  exactly  as  under  the  l«^edreal  reserve  act  the  board  may 
lower  the  reserve  whenever  necoasary.  Had  the  intent  of  the  law  been  followed  the 
country  never  would  have  had  a  panic. 

Senators,  it  will  be  remembered  it  was  because  the  banks  locked 
up  cash  that  we  had  the  1907  panic.  Reserves  in  a  bank  are  like  re- 
reserves  in  a  police  station,  to  re  used  when  they  are  needed.  There 
was  never  a  time  in  the  entire  history  of  the  Riggs  Bank  when  there 
was  more  than  a  temporary  depreciation  in  reserves,  and  that  was 
always  to  meet  the  legitimate  banking  reauirements  of  their  cor- 
respondents. There  was  never  a  time  in  the  history  of  the  Riggs 
Bank  when  reserves  were  short,  even  a  fraction  of  1  per  cent,  tor 
a  period  of  30  days,  as  forbidden  by  law. 

Directors*  oath:  Mr.  Williams  has  said  in  this  record,  and  he 
stated  here  this  morning,  repeating  again,  that  there  were  several 
cases  where  the  directors  of  the  Riggs  National  Bank  were  found  not 
to  have  complied  with  the  law  on  the  subject  of  oaths  of  directors. 
I  will  not  characterize  that  statement  further  than  to  say  that  it  is 
just  simply  untrue.  In  the  entire  directorate  of  18  members  the  only 
instance,  and  that  by  oversight,  where  a  director  had  pledged  the 
10  shares  of  his  stock  which  he  should  have  kept  unhypotliecated  was 
Mr.  Frank  Henry.  No  other  director  had  ever  overlooked  that  re- 
quirement of  law.  Mr.  Milton  E.  Ailes  had  never  failed  to  make  a 
correct  certificate  when  he  qualified  as  a  director.  All  that  a  director 
is  required  to  do  on  that  subject  is  to  make  oath  that  he  has  10  shares 
of  stock  unhypothecated,  and  at  no  time  was  Mr.  Ailes  or  any  other 
director,  except  Mr.  Henry^s  certification  and  affidavit  on  that  sub- 
ject, improper  or  incorrect.  There  was  standing  in  Mr.  Ailes's 
name  quite  a  large  block  of  shares  of  stock  which  he  had  transferred 
to  the  other  gentlemen  who  had  purchased  Riggs  stock  at  the  same 
time  Mr.  Ailes  had  purchased  and  some  of  them  had  not  presented 
certificates  for  transfer  on  the  books  of  the  bank  and  therefore  the 
books  carried  Mr.  Ailes  as  owning  a  certain  number  of  shares  of 
stock,  but  Mr.  Ailes  had  never  made  any  statement  under  oath  or 
otherwise  that  was  not  perfectly  true;  and  when,  in  January,  1915, 
or  in  December,  1914,  Mr.  Williams  intimated  the  contrary,  Mr. 
Ailes  replied  to  him,  and  gave  him  the  truth,  and  as  he  has  in- 
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serted  liis  letter,  I  insert  Mr.  Ailea's  letter  of  January  2,  1915,  in  the 
record : 

January  2,  1915. 
The  Comptroller  op  the  Currency, 

Washington,  D.  C. 

Sir:  In  your  letter  of  December  29, 1914,  to  the  Riggs  National  Bank  you  my,  among 
other  things: 

''Director  M.  E.  Ailes  states  that  his  ownership  of  stock  in  the  Riggs  National  Bwk 
at  the  time  that  he  took  the  oath  as  director,  January  15,  1914,  consisted  of  certificate 
No.  607  for  100  shares  and  No.  661  for  10  shares  of  stocky  and  yet  it  api>ears  that  Mr. 
Ailes  swore  before  a  notary  public  on  January  19, 1914,  his  holdings  amounted  to  1,117 
shares;  that  on  March  10, 1914,  he  swore  before  a  notary  public  that  the  stock  owned  by 
him  on  March  4,  1914,  amounted  to  1,117  shares;  that  again  on  July  8,  1914,  he  again 
swore  to  the  ownership  on  Juno  30,  1914,  of  1,117  shares.  On  September  16  it  appem 
that  he  made  similar  oath  before  a  notary  public  as  to  ownership  of  1,117  shares  on 
September  12,  1914;  and  that  on  November  6,  about  three  weeks  before  his  letter  of 
December  1,  he  again  swore  before  a  notary  public  that  he  owned  on  October  31, 1914, 
1,117  shares. 

"Please  request  Mr.  Ailes  to  explain  at  once  these  apparent  discrepancies  in  his 
sworn  statements,  difference  involving  the  ownership  of  more  than  1,000  shares  of  the 
stock  of  the  Kiggs  National  Bank.'' 

In  the  abovcH^uoted  paragraph  you  are  evidently  referring  to  the  five  " statement! 
of  condition  "  of  this  bank  made  during  the  year  1914,  which  statements,  as  required  br 
the  national-bank  act,  were  verified  bv  the  oath  or  affirmation  of  the  president  or  cash- 
ier and  attested  by  the  signature  of  at  least  three  of  the  directors.  My  function  as  a  di- 
rector as  to  "attest, "  and  I  took  no  oath,  either  before  a  notary  public  or  anyone  else, 
of  any  kind  whatsoever. 

The  cashier  of  the  bink  correctly  reported  the  number  of  shares  of  stock  in  the  Rii^ 
National  Bank  standing  in  my  name,  as  shown  by  its  stock  book.  It  was  his  duty  to 
report  ownership  as  shown  by  the  books,  and  it  was  my  duty  as  a  director  to  "attest" 
that  his  transcription  had  been  correctly  made. 

There  were,  on  the  dates  given  by  you  in  the  above  paragraph,  1,117  shares  of  the 
capital  stock  of  the  Riggs  National  Bank  standing  in  my  name.  Of  these,  110  shvei 
belonged  to  me  in  my  own  right,  as  stated  bv  me  under  oath  in  my  letter  to  you  dated 
December  1,  1914,  and  the  remainder  had.  theretofore  been  duly  and  properly  a^ 
signed,  but  the  parties  to  whom  they  belong  have  not  had  them  transferred  on  the 
books  of  the  bank  to  their  own  names. 
Respectfully, 

M.  E.  Ailes. 

Now,  the  reason  that  I  asked  for  the  production  before  this  com- 
mittoe  from  the  comptroller's  files  of  communications  on  the  subject 
of  directors'  oaths  to  any  other  banks  in  the  city  of  Washington  was 
this:  Ho  did  make  these  inquiries  of  other  banks  in  this  peculiar 
way — prior  to  the  passage  of  the  law  which  gave  the  Federal  Keserre 
Board  the  right  to  designate  what  banks  were  competitive,  so  that 
members  of  one  bank  board  should  not  be  on  the  otner  bank  board, 
Mr.  Ailes  was  a  member  of  the  Bank  of  Washington  board,  as  well  tf 
of  the  Rig:gs  National  Bank  board,  and  Mr.  Flatner  was  a  member  of 
the  Amencan  Security  &  Trust  Bank  board,  as  well  as  the  Rigg^  Bank 
board.  When  Mr.  Williams  wrote  the  letter  requiring  each  member 
of  the  Riggs  board  of  directors  to  send  in  a  sworn  statement  as  to 
whether  or  not  he  had  ever  violated  his  oath  as  director  he  wrote  to 
the  National  Bank  of  Wasliington  and  to  the  American  Security  i 
Trust  Co.  to  ask  them  for  a  report  from  their  directors  as  to  the  stock 
which  they  owned  when  they  qualified.  He  was  not  interested  in  that, 
but  to  ask  them  for  a  report  from  such  of  their  directors  as  were  also 
directors  in  any  other  national  bank  in  Washington,  to  report  the 
number  of  shares  of  stock  owned  when  they  took  their  qualifving 
oaths. 
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The  reason  he  did  this  was  that  Mr.  Ailes  was  a  director  on  the 
Riggs  Bank  board  and  also  a  member  of  the  board  of  the  National 
Bank  of  Washington,  and  Mr.  Flather  in  addition  to  being  a  mem- 
ber of  the  Rig^  Bank  board  was  a  member  of  the  board  of  the 
^imerican  Sccm*ity  &  Trust  Co.  The  records  of  this  office  will  not 
show  that  he  wrote  any  such  letters  to  any  bank  or  trust  company 
in  Washington  on  the  board  of  which  there  was  not  a  gentleman 
who  also  happened  to  be  a  member  of  the  board  of  the  Riggs  Bank. 
When  I  requested  this  committee  a  few  days  ago  to  have  Sir.  Wil- 
liams produce  before  it  ^ny  letters  written  by  hmi  to  other  national 
banks  in  Washington  on  the  subject  of  oaths  of  directors,  it  was 
for  the  purpose  oi  having  before  you  from  the  official  recoids  them- 
selves, evidence  of  his  continual  discrimination  practiced  only 
against  Riggs  Bank  and  its  personnel.  Of  course  he  has  failed  to 
produce  any  communications  to  any  national  bank  in  Washington 
except  when  he  was  *^ reaching  for"  the  directors  of  the  Riggs  Bank. 

Senator  Frelinghuysen  asked  me  whether  or  not  the  account  of 
Mrs.  C.  C.  Glover  was  overdrawn  in  March,  1915,  when  Comptroller 
Williams  wrote  the  bank  commenting  on  the  fact  that  at  that  time 
of  the  national  bank  examiner's  report  in  1913  there  was  an  over- 
draft in  that  account  amounting  to  $6,000.  I  hereby  present  the 
original  ledger  accounts  of  Anna  [Mrs.  C.  C]  Glover,  and  of  C.  C. 
Glover.  They  show  that  at  no  time  in  1915,  when  the  comptroller's 
letter  was  written,  was  that  account  overdrawn. 

I  have  testified  here  before  that,  as  was  well  known  to  the  bank 
examiners  and  to  everybody  in  the  bank,  the  Anna  C.  Glover  ac- 
count was  a  housekeeping  account  of  Mrs.  C.  C.  Glover.  Mr.  Wil- 
liams, on  page  612,  part  8  of  these  hearings,  sweepingly  says  as 
regards  the  knowledge  of  others  that  both  of  these  were  Mr.  Glover's 
accounts: 

I  did  not  know  it,  nor  did  the  examiiiers  know  it.  nor  anybody  in  the  bank  know  it. 
nor  do  I  believe  it  was  true. 

That  is  characteristic.  I  present  here  now  the  ledger  sheet.  I 
think  you  will  see  entry  after  entry  showing  from  time  to  time  the 
transfer  from  the  C.  C.  Glover  account  of  moneys  to  the  Anna  C. 
Glover  account,  indicating  by  the  bookkeeper  putting  the  initials 
**C.  C.  G."  and  then  the  amount  transferred.  I  repeat  the  fact  that 
these  were  both  Mr.  Glover's  accounts,  and  that  the  one  on  which 
Mrs.  Glover  drew  checks  was  simply  the  housekeeping  account,  was 
known  throughout  the  bank.  I  repeat,  it  was  made  known  to  the 
national  bank  examiner,  and  was  part  of  the  information  in  the 
comptroller's  office,  and  I  repeat  that  the  C.  C.  Glover  account 
showed  a  balance  of  more  than  $26,000.  Lastly,  I  repeat,  that  the 
point  is,  that  approximately  two  years  after  the  matter  had  been 
reported,  for  no  purpose  whatever  except  that  of  slurring,  at  a 
time  when  there  was  no  overdraft  whatever  on  the  accoimt,  Mr. 
Williams  wrote  his  conmient  on  that  subject. 

Real  estate  loans:  Again  and  again  there  is  repeated  here  the 
charge  that  the  Riggs  National  Bank  made  real  estate  loans.  I  refer 
you  to  the  affidavit  of  Mr.  Joshua  Evans,  jr.,  already  inserted  in  this 
record,  on  that  subject.  You  mil  find  in  the  volumes  of  correspond- 
ence repeated  sworn  statements  made  by  the  officers  of  the  bank 
which  show  that  never  from  the  date  that  the  Riggs  Bank  became  a 
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national  institution  did  it  make  a  real  estate  loan.  True,  in  the  cor 
respondence  l)ack  of  1909  between  the  bank  and  comptroller  certain 
loans  are  referred  to  as  real  estate  loans,  but,  as  has  already  been 
shown,  this  was  due  to  an  error  in  the  comptroller's  office  in  class- 
ing as  real  estate  loans  loans  which  were  in  fact  personal  but  in  con- 
nection with  which  the  borrower  had  given  as  collateral  notes  which 
he  owned  and  which  in  turn  were  secured  on  real  estate.  Comp- 
troller Murray,  in  the  light  of  a  decision  of  the  United  States  Su- 
Kreme  Court,  ruled  that  the  practice  of  the  office  on  that  subject  had 
een  erroneous.  Mr.  Kane,  now  and  for  many  years  deputy  comp- 
troller, can  tell  you  that  the  present  rulings  of  the  office  of  the  comp- 
troller are  that  such  loans  are  not  real  estate  loans,  and  that  the  officp 
now  rules  that  thev  are  in  no  way  in  contravention  of  law. 

Excess  loans:  'fhis  matter,  repeatedly  referred  to  by  the  comp- 
troller, can  be  dismissed  witli  the  statement  that  never  from  May. 
190(),  down  to  the  time  Mr.  Williams  went  into  the  office  of  cojp- 
troller  in  1914  was  there  a  single,  solitary,  single  excess  loan  in  Ri^ 
Bank.  He  can  not  produce  one  letter  from  any  comptroller  to  the 
Riggs  Bank  so  stating. 

Prior  to  1906,  as  you  well  know,  the  law  ])ermittecl  loans  only  up 
to  10  per  cent  of  the  bank's  capital,  regardless  of  its  surplus.  The 
comptroller's  office  had  a  regular  form  to  be  sent  out  following  each 
bank  examination  on  the  heading  of  which  was  printed  the  wor(k 
'* Excess  loans"  so  general  were  such  loans*  carried,  always  subject, 
however,  to  the  liability  of  the  bank's  officers  if  they  were  not  safe. 
In  June,  1906,  Congress  passed  a  law  providing  that  loans  should 
not  exceed  1 0  per  cent  of  tne  capital  and  surplus,  and  never  since  thit 
law  was  ])assod  has  there  been,  or  has  there  over  been  intimated  thai 
there  was,  excess  loans  made  by  Riggs  National  Bank.  How  far- 
fetched it  is  foi  Comptroller  Williams  to  tell  you  that  one  of  \bf 
leasons  for  his  conduct  toward  the  Riggs  National  Bank  in  1914  t*' 
1916  was  that  under  the  old  law  prior  to  1906  there  had  been  some 
excess  loans  in  the  bank. 

Telephone  and  telegraph  wire  connections  l)et\veen  the  Riggs  Na- 
tional Bank  and  bankei-s  and  brokers:  Under  subject  of  te'legiaph 
and  telephone  wires  connecting  Riggs  National  Bank  with  other 
banks  and  with  brokers'  offices,  the  record  has  been  clouded,  thourfi 
the  facts  are  not  only  clear,  but  were  fully  knowTi  to  Comptrolfa 
Williams.  The  wliole  truth  on  that  subject,  as  well  known  to  him. 
is  as  follows : 

June  19,  1914,  Comptroller  Wilhams  directed  the  Riggs  National 
Bank  to  inform  him  ' '  under  oath,"  whether  or  not  it  was  true  that  tb 
Riggs  National  Bank  has  a  private  tolegiaph  line  connecting  it  wilt 
a  brokerage  house  or  houses  in  New  York.  To  this  inquiry  Mr. 
Glover,  the  bank's  president,  under  date  of  June  22,  1914,  pioni|'tly 
and  truthful!}'"  responded. 

I  reply  that  there  is  in  the  Higgs  National  Hank  a  telt^graph  in8tniuient  whirh  t 
ronneeted  by  means  of  a  wire  loop  with  the  office  at  729  P'ifteenth  Streot  NW.,  ihir 
city,  of  James  H.  Colgate  &  Co.,  hankers  and  brokers,  which  office  in  tuni  undouhttnih 
has  wire  connection  with  their  office  in  New  York  City.  This  liistrunient  is  ni*iD- 
tAined  and  operated  at  the  sole  expense  of  the  National* City  Hank  of  New  York,  ui 
is  used  for  the  purpose  of  quick  communication  with  that  bank  on  mattens  of  mutiui 
i)U8ine88  interest.  It  is  not  and  has  not  been  used  for  the  transmiHsion  of  orders'  for  ikr 
purchase  or  sale  of  stocks  or  other  swurities  on  the  New  York  or  any  other  slock  ex- 
change.   Through  courtes>',  Colgate  &  Co.  have  accepted  and  doUvei^  meesa^  !■• 
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aud  from  the  National  City  Hank  of  New  York,  at  its  or  our  instance,  involving  the 
sale  to  that  bank  or  the  purchase  from  it  of  United  States  and  other  honds  such  as  are 
accepted  by  the  United  States  Trea8ur>'  against  puWic  deposit*.  None  of  these  trans- 
actions  has  l)een  with  brokers,  but  with  the  National  City  Bank  only.  The  business- 
to  which  your  inquiry  seems  to  relate,  namely,  the  making  of  investments  for  our  cus- 
tomers through  the  medium  of  brokers  on  the  New  York  Stock  Exchange,  or  elsewhere, 
is  transacted  l)y  telephone,  and  orders  therefore  are  given  to  any  one  of  seveiul  local 
representatives  of  New  York  Stock  Exchange  houses.  These  telephones  are  main- 
tained by  the  brokers  themselves  without  expense  to  this  bank. 

It  will  be  noted  that  the  foregoing  information  was  given  Mr. 
Williams  under  date  of  Jime  22,  1914.  The  very  next  day,  Jmie  23, 
Mr.  Williains  came  back  at  the  bank  with  a  long  characteristic  letter, 
opening  with  the  words,  "I  received  yesterday  ^temoon  after  5  p.  m. 
your  president's  letter  of  the  22d  mst.,"  and  transmitting  to  the 
bank  in  quadruplicate  a  list  of  interrogatories,  16  in  nimiber,  with  a 
demand  tnat  all  the  four  officers  answer  "these  interrogatories  under 
oath  before  a  notary  public,^'  and  further,  that  "repUes  to  such  other 
inquiries  as  may  be  contained  in  this  letter  be  also  made  under  oath  * 
and  signed  by  each  of  the  aforesaid  officers  of  the  Riggs  National 
Bank/'  He  followed  this  on  June  29  by  advising  the  bank  that  a 
penalty  of  $100  per  day  was  imposed  on  it  for  each  day's  delay  in 
replying  to  these  interrogatories  of  his,  which  penalties,  he  took  care 
to  advise  the  bank,  were  "in  addition  to  fines  heretofore  imposed, 
as  per  previous  letters."  His  interrogatory  No.  12,  together  with 
the  answer  made  and  sworn  to  by  each  of  the  four  officers  of  the 
Riggs  Bank  to  that  interrogatory,  were  as  follows: 

Question  12.  Please  jave  the  names  of  brokers  who  maintain  at  their  expense  pri- 
vate telephone  connections  with  your  bank,  and  state  .generally  for  what  purposes 
Nuch  connections  are  maintained. 

Answer  to  interrogatory  No.  12.  James  B.  Colgate  &  Co..  and  I^wis  Johnson  &  Co., 
at  their  n»quest  and  at  their  expense,  maintained  and  tlo  maintain  private  telephone 
connections  with  offices  of  the  Riggs  National  Bank.  These  connections  are  main- 
tained generall  V  for  the  purpose  of  enabling  our  officers  to  give  orders  to  said  brokers  to 
buy  or  hc*11  Htocks,  bonds,  and  otlier  securities  on  behalf  of  those  of  our  customers  who 
request  \\»  to  do  so  and  to  get  information  and  reports  on  stocks,  bonds,  and  other 
securities  for  the  benefit  of  the  customers  who  may  desire  our  officers  to  obtain  sue  h 
information  for  them. 

That  is  the  whole  truth  regarding  the  subject  of  telephone  and 
telegraphic  connections  with  the  Riggs  Bank  of  which  the  comp- 
troller nas  sought  to  make  so  much.  The  officers  of  this  bank,  lixe 
the  officers  of  banks  generally,  have  always  assisted  customers  in  the 
matter  of  their  investments.  I  have  quoted  the  record.  Anyone 
reading  it  will  appreciate  the  animus  that  must  have  directed  an 
effort  to  distort  out  of  the  foregoing  facts  anything  of  an  improper 
nature. 

Penalties:  The  comptroller  has  insisted  before  this  conmdttee  that 
the  only  penalty  he  subjected  the  Riggs  National  Bank  to  was  that 
"  amounting  to  $5,000,  which  he  sought  to  collect  on  April  1.  1915,  by 
directing  the  Treasurer  of  the  United  States  to  withhold  tne  sum  of 
$5,000  due  the  bank  as  interest  on  its  Government  bonds.  A^ain  Mr. 
Williams's  efforts  now  to  convince  this  committee  that  he  imposed 
no  other  penalties  lEigainst  the  Riggs  Bank,  I  lay  before  you  the  fol- 
lowing quotations  £om  his  own  language  in  commimications  ad- 
dressed by  him  to  the  bank. 
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On  Juno  15,  1914,  ho  said: 

l*U*aHO  take  ii()tir<*  tliat  for  failiiit>:  to  muk<*  and  trausniit  to  fliin  office  the  ^\^vritl 
n'ix)rtj«  calletl  for  in  tb<»  letter  from  this  ni^vo  of  tlie  0th  instant,  «  »  »  yoa  will 
})e  subject  to  a  |K'nalty  of  .*1<K),  for  each  day,  irom  this  <iate,  inclusive,  that  ymirliaok 
delays  to  make  and  tnmsmit  tlie  rt»jK)rts  called  for. 

On  June  19,  1914,  Mr.  Williams  wrote  the  bank : 

I  ( onfinn  tlie  statement  contained  in  my  leiter  of  the  15th  in.<tant,  su*  a^>ove  quotfd. 

On  Juno  23,  1914,  ho  said: 

I  note  with  n»cn*l  that  you  apparently  do  not  ap|>reciare  tlw  jiLsti-e  of  tlu'  fiiwuJ 
."^lOO  per  diem  which  has  been  im|M>«ed,  as  pt»r  my  letter  oi"  June  15,  from  and  inrludiic 
that  date,  for  each  day's  delay  in  furnlshin;!  certain  information  wlii«-Ii  lia^i  iKvmalki! 

for. 

On  Juno  29,  1914,  ho  said: 

Your  omission  to  furnish  the  information  called  for  over  j'our  pre.-^iilent'b  tdgDatui^, 
therefore.  Hubjecta  vou  to  the  im)>08ition  of  a  fine  of  $100  per  diem  from  thi»  d«le  frr 
this  delay,  in  addition  to  fines  hen^tofore  im|)08ed,  as  |)er  pn»vioiifl  letters. 

On  June  29,  1914  (the  same  date),  he  informed  the  bank: 

I'nder  sections  521 1  and  52i:>  you  will  9.\**o  he  subject  to  further  i>enalties  for  tlelay  in 
supplyin<j:  ri'|K>rts  which  you  liave  alno  Ix^n  calW  upon  to  submit  over  the  sijrnatiir* 
of  other  executive  o1fi*-er>*  of  vour  ])ank. 

On  August  31,  1914,  he  stated  to  the  bank: 

You  have  not  furnished  the  s|)ecial  rv.*ports  and  .statement**  <  aIU'<l  for.  and  \iiuaf 
hen»by  notified  that  yoti  an»  now  liable  for  the  per  diem  penalties  pr(>vid€Hi*  in  fiiF 
statute  as  to  each  one  of  the  A»veral  state inenLs  and  reports  <*Hlle<l  for  in  my  letter t» 
you  of  August  IS  and  also  in  my  letter  of  the  25th  instant. 

November  19,  1914,  Mr.  Williams  wrote  the  bank: 

Agjda  remin  lin:  you  of  the  |)i»uilties  which  you  have  iu'jurr.Ml  and  aT\»  in-tirriv 
*  *  *  1  a-rain  ( all  upon  vou  to  furnish  immediately  the  8}x*eial  reports  and  sttf- 
ments  referred  lo  in  my  letters  of  .Vugust  lil,  .\ugust  25,  and  Aiiciist  IS.  liOt  ^ 
information  l>e  furnished  under  oath,  t)ver  tlie  si*rnatun*s  ni  your  p'V'^ii'eni,  ymirrv* 
vice  ])residents,  and  your  cashier. 

Decombor  5,  1914,  ho  said,  '*  Yoirare  hereby  notified  that  in  accord- 
ance with  the  terms  of  sections  521 1  and  5218  of  the  Revised  Stattittf 
you  are  subject  to  a  penalty  of  $100  per  day  for  each  da^'^  thatvon 
withhold  the  rej)orts  which  you  have  been  called  upon  to  furnish," 
referring  to  data  which  ho  had  in  recent  letters  required,  in  addition 
to  the  volumes  of  data  which  for  more  than  six  months  were  beinf 
sent  to  him. 

February  11,  1915,  ho  had  Deputy  Comptroller  Kane  writ**  it 
bank,  saying: 

riio  «-oniptrollcr  d«*sin*s  nie  to  notify  you  that  for  your  n.'fuHal  to  furnish  to  thi^oA^ 
th'"  r.'pDrt  (idlcil  for  in  the  letter  from  the  Comptmllcr  of  tlu»  ('iirren'-v  on  thf  ^ 
ultimo,  vou  5>r.*  Ii^d>lc  fdr  a  « (Mitiiuiin<:  i^eiinltv  of  .SlOO  |>er  day.  as  ^^nt  forth  in  the  Ifii*^ 
of  the  22(1  ultimo,  al)Ove  reierred  to. 

On  March  9,  1915,  ho  wrote  a  letter  demanding  additional  infor- 
mation and  ad^'ised  the  bank  that  it  was  a  "contiuuing  penalty." 

On  March  30,  1915,  in  informing  the  bank  that  in  one  instJUKr 
alone,  that  which  was  based  on  his  letter  of  January  22,  1915.  bf 
called  upon  it  for  penalties  amounting  to  at  this  time  S5,00b,  he  said: 
'*The  S5,000  assessment  imposed  as  above  stated  is  in  addition  toiB 
other  penalties  which  you  have  incurred  and  are  incurring/*  ftoJ 
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Senators,  the  foregoing  quotutions  are  from  the  language  of  the 
public  ofTicial  who  now  tells  you  that  there  was  but  one  fine  against 
the  Riggs  Banks.  Why,  sirs,  in  the  very  teeth  of  his  present  denial 
is  his  own  language  of  September  21,  1914.  On  September  16  the 
Riggs  National  Bank,  havmg  naturally  became  eoneemed  by  Comp 
troller  Williams'  reiterated  statements  that  there  has  been  impressed 
upon  it  penalities  in  the  sum  of  ?100  per  day  for  numerous  alleged 
failures  to  reply  precisely  as  he  demanded  to  his  endless  series  of 
letters,  transmitted  to  him  a  resolution  of  its  board  of  directors,  in 
which  it  was  ^^liesolvedj  That  the  Comptroller  of  the  Currency  is 
respectfully  requested  to  inform  this  board  with  exactness  whether 
he  nas  undertaken  to  impose  any  penalities  upon  this  bank  under  the 
provisions  of  said  se(»tion,  5211  and  5213  of  the  Revised  Statutes,  and 
if  so,  the  dates,  etc.,"  and  on  September  24  Mr.  Williams  responded 
to  this  respectful  request  for  infonuation  in  the  following  words: 
''In  reply  to  the  reauest  in  your  letter  of  the  16th  instant  that  I  in- 
form you  whether  tnis  office  has  undertaken  to  impose  any  penalties 
under  the  provisions  of  sections  5211  and  5213,  Rev^ised  Statutes,  the 
dates  and  causes  for  said  penalities,  etc.,  you  are  referred  to  my 
previous  letters  and  the  record,  which  clearly  set  forth  the  position 
and  intentions  of  this  depaitment  in  the  premises.'' 

As  I  have  heretofore  testified,  taking  his  own  statements  as  a  basis 
for  calculation,  at  the  time  the  bank  s  equity  suit  was  filed  expert 
accountants  figured  that  the  total  of  these  accumulated  penalties 
had  then  reacned  $160,000,  and  that  they  were  continuing  on  the 
basis  of  '/the  position  and  intention  of  this  department,*'  as  stated 
by  ilr.  Williams  himself,  at  the  rate  of  $1,600  per  dav.  He  now 
denies  that  the  bank  was  subject  to  any  but  one  penalty,  a  denial 
that  is  interesting  in  view  of  his  September,  1914,  statement  that  his 
"previous  letters  and  the  record,"  which  are  as  above  quoted  from, 
"clearly  set  forth  the  position  and  intentions"  of  his  department 
as  regards  the  penalties. 

Senator  Newberry.  Is  there  any  possibility  that  he  said  ' '  assessed ' ' 
instead  of  '  *  imposed' '  ?  " 

Mr.  HoGAN.  Oh,  Senator,  that  is  the  loophole  through  which  in 
this  hearing  he  has  sought  to  crawl.  In  his  letter  of  March  30, 1015, 
and  now  before  this  conunittee,  he  uses  that  word  "assessed."  As 
you  will  observe  from  his  correspondence,  he  uses  the  expressions 
"imposed"  and  '^accrued"  and  "accruing"  and  "subject  to"  and 
"continuing."  After  nine  months  advising  the  bank  that  penalties 
had  been  imposed  upon  it,  he  now  savs,  in  fact,  that  his  '*  previous 
letters  and  the  record"  did  not,  as  he  had  asserted,  '* clearly  set  forth 
the  position  and  mtentions  of  the  department  in  the  premises,' '  and 
that  the  only  word  that  was  effective  is  that  word  '^assesses" — and 
that  is  w^hat  has  now  been  suggested  to  you. 

The  Chairman.  Is  that  word  '* assessed"  in  the  statute? 

Mr.  Hog  AN.  Yes,  sir;  in  this  sense:  The  statute  provides  that  for 
any  failiu-e  to  render  certain  classes  of  reports,  specified  in  the  statute, 
the  bank  so  failing  "shall  be  subject "  to  a  penalty  of  $100  per  day, 
and  that  upon  the  failure  of  sucn  bank  to  pay  ii)^e  penalty  "herem 
imposed,"  after  it  has  been  '*  assessed "  by  the  comptroller,  the  amount 
may  be  retained  upon  order  of  the  comptroller  out  of  interest  due  the 
baiik  on  bonds.  In  that  sense  the  word  "assessed"  is  used  in  the 
statute. 
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The  Chairman*.  I  iissuiikhI  it  was. 

Mr.  H(m;an.  TIk^  KiiJ:£!:s  Bank  application  for  rcuowiil  of  cliurttT. 
I  will  detain  you  only  briefly  on  a  point  which  the  comptroller  say* 
was  so  small  and  trivial  that  Mr.  Darlington  was  hard  pressed  when 
he  called  the  committee'^  attention  to  it.  The  comptroller  recjuirwl 
the  bank  to  submit  two  applications  for  the  renewal  of  its  charter 
becaase  the  first  application,  which  was  dated  May  28,  1016,  n»- 
quested  that  the  charter  be  extended  until  June  27,  1086,  which  XIr. 
Williams  said  was  an  application  for  tho  extension  for  ''20  yeais 
and  1  day,"  whereas  the  application  should  be  for  ''an  extension  of 
20  years  only."  When  1  advise  you  of  the  trouble  ho  thus  put  tV 
bank  authorities  to,  refusincr  even  to  follow  the  Supreme  Court  de- 
cisions in  the  matter,  you  will  understaml  why  Mr.  Oarlington 
referred  to  it. 

The  application  for  the  extension  of  the  charter  of  a  aationiJ 
bank  has  to  be  voted  on  by  the  stockholders,  not  by  the  director?, 
and  the  stockholders  of  the  Riggs  Bank  were  scattered  in  varidus 
parts  of  the  countr3^  This  w^as  more  than  usually  true  when  hv 
called  attention  to  this  one-<lay  question  after  the  middle  of  Juno, 
when  many  of  the  stockholdei^s  who  reside  in  Washington  ha<l  left 
for  the  summer.  Mr.  WiDiams  absolutelv  msisted  that  the  whole 
matter  of  gettinp:  the  action  of  the  bank's  stockholders  on  the  appli- 
cation for  an  extension  of  itsS  charter  be  repeated,  simply  because, 
as  he  said,  and  erroneously  said,  the  application  was  for  **20  years 
and  1  day,"  whereas  it  should  have  been  for  '*20  years  only/'  He 
is  right  wh<»n  he  now  describes  that  thing  as  trivial  and  small.  It 
was  small.  It  was  petty.  But  it  was  the  smallness  and  pettiness  of 
Mr.  Williams,  not  ol  the  bank  or  of  its  officers.  We  were  eompelW  I 
to  go  back  to  thi^  stockholders,  communicate  with  them  throughout 
the  comitry,  and  o;et  up  a  new  application;  and  although  the  law 
laid  down  by  the  United  States  Supreme  Court,  that  in  computing 
time  you  omitted  the  first  day  and  included  the  last  day,  was  brought 
to  the  attention  of  Mr.  Williams  In  Mr.  Darlington,  he  recoivcrf 
from  the  comptroller  the  response  in  sul)stance  that  that  made  iw 
difference  to  him  because  the  practice  of  his  office  was  to  count  the 
day  of  the  cliarter's  date,  a  statement  that  is  show^n  to  have  been 
unfounded  b}'  the  records  of  his  ow^n  office  on  the  extei\sion  of  tlw 
charters  of  the  following  Washinj^ton  banks:  National  Bank  of 
Wiushington,  Second  National  Bank,  National  Metropolitan  Bank, 
as  well  as  banks  throughout  the  countr^*^,  some  of  which  received 
their  charter  extensions  the  very  mtrnth  in  1916  when  the  Rigg? 
Bank  made  application  for  a  renewal  of  its  charter. 

J  do  not  know  how  many  times  in  the  record  of  the  hearing  here, 
but  over  and  over  again  Mr.  Williams  repeats  in  his  testimonv  the 
statement  that  in  the  e(|uity  case  Judge  McCoy  in  an  interlocutorr 
decree  said  that  there  was  no  evidence  of  malice  on  his  part:  and  in 
a  lettei'  to  you,  Mr.  (chairman,  of  August  12,  1919,  in  which  the 
comptroller,  with  characteristic  modesty,  ciuiveys  the  informatii^ 
that  he  is  (piite  the  most  superior  comptroller  this  country  has  ever 
had,  he  states  that  "1  have  heretofore  given  you  the  lan^age  of  the 
court,  dechiring  emphatically  that  there  was  no  evidence  of  con- 
spiracy or  malice  on  ttie  part  of  the  Secretary  of  the  Treasury  or  the 


NOMINATION   OF   JOHN   SKELTON   WILLIAMS.  933 

Comptroller  of  the  Currency     *     *     *."     Well,  I  can  dispose  of  that 

Eohit  entirely  by  referring  you  to  what  actually  occurred,  as  shown 
y^  the  equity  record.  The  statement  that  there  was  no  ^^ evidence  of 
malice"  might  accurately  be  broadened  into  a  statement  tliat  there 
was  no  evidence  in  the  case  at  all.  It  never  reached  the  point  where 
evidence  was  taken  or  was  admitted.     It  was  heard,  I  repeat,  on 

Sreliminary  motions  and  ex  parte  affidavits.  The  following  will 
ispose  of  this  matter  as  to  whether  there  was  ''evidence  of  malice'' 
once  for  all.  The  court,  in  colloquy  with  counsel,  had  made  the 
statement  upon  which  Mr.  Williams  relies,  and  on  May  2g,  1915, 
while  I  was  addressing  the  court  on  that  subject,  the  following 
transpired.  I  refer  to  pagers  669  and  670  of  the  equity  record. 
IReaaing:] 

Mr.  Hoc; AN.  Your  honor  knows  from  the  illustration  I  gave  you  here  that  there 
are  five  hundred  and  twenty  and  odd  pages  of  the  correspondence  between  the  bank 
and  the  comptroller.  At  the  time  the  bill  was  written  there  were  503,  and  it  is  so 
alleged.  Your  honor  knows  that  the  bill  is  within,  I  think  sixty-some  pages,  and 
therefore  that  then^  has  onlv  been  general  characterization  of  the  character  of  the 
actions  of  the  comptroller.  If  we  come  to  the  merits  of  this  case  and  display,  as  in  the 
evidence  we  will  have  to  display,  and  which  it  would  not  be  proper  to  display  in  our 
bill,  these  fifty  or  sixty  odd  letters  from  the  comptroller,  taking  up  the  bulk  of  these 
o20  pages,  then  and  not  until  then  would  it  be  possible  for  the  justice  presiding  in 
this  court  and  in  this  case  to  say  whether  or  not  there  is  in  that  correspondence  that 
which  shows  bad  faith,  arbitrarily  abuse  of  power,  and  malice  on  the  part  of  Mr.  Williams. 

The  Court.  That  is  true  on  the  ments,  but  I  am  called  on  to  pass  upon  what  is 
before  me  now. 

Mr.  HocjAN.  Exactly. 

The  Court.  What  t  said— and  1  adhere  to  the  statement — is  that  to  me,  there  is 
absolutely  nothing  here  to  show  bad  faith  on  this  record. 

Mr.  Hog  AN.  No;  I  will  concede  that.  The  charge  is  there,  and  the  evidence 
naturally  would  not  be  in  the  record. 

The  Court.  No. 

Of  course,  it  was  not  in"  tlie  record;  ther&  was  no  tiling  in  the 
'* record''  of  evidence  in  that  case;  we  were  never  able  to  reach  the 
point  where  the  case  was  tried  and  evidence  put  in  the  record,  and 
you  know  why — because  you  know  liow  its  dismissal  was  forced. 
So  how  can  any  intelligent  person  talk  here  to  you  about  a  court  tliat 
had  never  heard  any  evidence  deciding  that  there  was  no  evidence  of 
malice^  And,  of  course,  when  this  fact  was  called  to  Judge  McCoy's 
attention  he  had  to  say  he  was  not  deciding  the  case  on  its  merits, 
and  that  at  that  stage  of  the  case  "evidence"  coidd  not  properly  be 
in  the  record. 

While  I  am  on  the  subject  of  malice,  there  quite  naturally  comes 
to  my  mind  ComptroDer  Williams's  persistent  attitude,  to  which  1 
have  heretofore  called  you  attention,  toward  Mr.  George  G.  Hill,  a 
newspaper  correspondent  of  high  standing,  who  has  so  often  been 
mentioned  in  the  record.  Even  as  regards  this,  which  is,  of  course,  a 
collateral  matter,  we  find  Comptroller  Williams  before  this  committee 
endeavoring  deliberately  to  create  a  false  impression,  an  endeavor 
which  was  not  successful  in  view  of  questions  which  you  propounded, 
Mr.  Chairman.  I  only  take  up  your  time  with  this  matter  of  Mr. 
Hill  because  ordinary  decency  ana  fairness  requires  that  the  attemp 
to  besmirch  him  should  not  be  permitted  to  stand  unanswered. 

On  page  578,  volume  7,  of^  this  committee's  hearings  on  th*^ 
nomination  of  John  Skelton  Williams,  the  latter  was  relerring  t  > 
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George  G.  Hill,  and  the  record  shows  that  the  following  occurred. 
[Reading:] 

Mr.  WiLLiAMH.  *  *  *  Mr.  Hogan  praises  Mr.  II ill  and  proceeds  to  read  into 
the  record  a  letter  from  Mr.  Root;  but  I  call  yoiir  attention  to  the  fact  that  Mr.  Ho^ 
omitted  to  read  into  the  record  a  letter  from  Mr.  Hiirs  former  employers^  the  New 
York  Tribune,  who  were  familiar  with  his  work  and  who  saw  fit  to  dispense  with  his 
services.  A  letter  from  the  Tribune  would  perhaps  have  been  more  significant  than  & 
letter  from  others  who  may  never  have  employed  him. 

The  Chairman.  Have  you  got  any  such  letter?  Do  you  know  anything  about 
any  such  letter? 

Mr.  Williams.  P>om  whom? 

The  Chairman.  The  Tribune,  dismissing  him. 

Mr.  Williams.  1  do  not. 

The  Chairman.  Well,  do  you  mean  to  insinuate  that  they  dismissecl  him 

Mr.  Williams.  I  mean  to  say  that  he  separated  from  them  soon  after  this  incident. 

The  Chairman.  Oh,  well 

Had  it  not  been  for  your  questions,  Mr.  Chairman,  the  statements 
of  the  comptroller  would  have  left  the  impression,  entirely  false,  as 
I  will  show  you,  first  that  there  was  in  existence  no  such  letter  as  he 
referred  to  from  the  New  York  Tribune,  as  he  did  leave  in  the  record 
the  equally  false  imnression  that  there  was  any  connection  between 
the  resignation  of  Mr.  Hill  as  correspondent  of  the  New  York 
Tribune  and  the  articles  which  Mr.  Hul,  in  the  course  of  his  em- 
ployment as  the  Washington  correspondent  of  that  paper,  wrote  to 
the  Tribune  in  1018  with  regard  to  certain  official  conduct  of  John 
Skclton  Williams. 

Fii-st,  on  the  subject  of  the  letter  from  the  Tribune,  I  present  here- 
with a  letter  from  Mr.  Clinton  W.  Gilbert,  a  member  of  the  Senate 
Press  Gallery,  who  was  assistant  editor  of  the  Tribune,  with  fidl 
jurisdiction  over  that  newspaper's  Washington  bureau  at  the  time 
when  Mr.  Williams  intimates  Mr.  Hill  was  dismissed  by  that  news- 
paper because  of  his  articles  about  the  comptroller."  It  is  only 
necessary  to  present  the  letter.  It  so  completely  meets  the  situation 
that  comment  can  add  nothing. 

(The  letter  referred  to  by  Mr.  Hogan  is  as  follows :) 

U\iTEr>  States  Senate  Press  Gallery. 

Wcuthington,  D.  (\,  August  14,  t9li* 
Mr.  George  (t.  Hill. 

Dear  Sir:  I  was  ansistant  editor  of  the  Tribune  at  the  time  when  your  ai"ticl«« 
the  Muudey-United  Statt*^  Trust  Co.  merger  were  printed  and  at  the  time  about  t 
year  later  when  you  resigned  from  the  Tribune,  and  I  am  ]>lea8eil  to  sav  in  writii? 
what,  of  course,  you  already  know,  that  any  statement  that  there  was  any  c*oimecti® 
between  the  two*  is  wholly  untrue. 

As  1  had  full  jurisdiction  over  the  Washington  bun>au  during  this  entire  }>ent>i 
1  am  in  a  position  to  speak  with  entire  authority. 
Sincerely,  yours. 

Clintont  W.  Gilbert 

As  regards  Mr.  Williams's  statement  that  Mr.  Hill  separated  from 
the  New  York  Tribune  soon  after  the  incident  of  writing  the  articles 
which  were  published  in  that  paper  about  the  comptroller,  the  truth 
is  interesting:  The  Tribune  articles  were  published  in  December. 
1913.  Mr.  Iiill  was  Washington  corresponaent  of  the  Tribune  until 
October  15,  1914.  That  does  not  look  hke  he  "separated  from  them 
soon  after  the  articles  were  pubhshed."  Though  that  is  a  sufficient 
answer  to  Mr.  WiUiams's  statement,  it  is  fair  to  add  that  in  the  mean- 
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time,  as  an  evidence  of  appreciation  by  the  Tribune  of  the  character 
of  Mr.  Hill's  services,  he  was,  subsequent  to  the  time  he  wrote  the 
articles  criticizing  Mr.  Williams,  assigned,  in  the  summer  of  1914, 
to  the  most  important  newspaper  assignment  in  this  country,  namely, 
to  report  for  the  New  York  Tribune  and  the  London  Times  the 
Mexican  mediation  (Conference  at  Niagara  Falls,  Mr.  Hill  being  the 
sole  correspondent  of  those  two  important  newspapers  assigned  to 
that  work.  And  not  until  the  fall  following  did  ne  resign  from  the 
Tribune,  and  the  absolute  lack  of  any  connection  between  his  separa- 
tion from  that  newspaper  and  the  Williams's  articles  is  clearly  evi- 
denced by  the  letter  from  Mr.  Gilbert  which  T  have  just  read  to  you. 

One  more  word  about  Mr.  Williams's  persecution  of  George  Hill 
and  I  am  through  with  that  subject.  The  comptroller  occupies 
nearly  two  pages  in  your  record  (vol.  8,  pp.  581-583)  by  inserting 
one  of  his  long,  characteristic  letters,  written  December  30,  1918,  to 
the  managing  editor  of  the  Boston  Evening  Transcript,  with  which 
paper  Mr.  Hill  was  then  and  is  now  connected.  It  is  impossible  to 
read  that  letter  without  reaching  the  conclusion  that  he  hoped  by 
writing  it  to  **s<»parate"  Mr.  Hill  from  that  employment.  It  is  un- 
necessary for  me  to  say,  gentlemen,  that,  as  you  are  fully  aware,  the 
Boston  fevcning  Transcript  is  one  of  the  oldest,  most  reliable,  con- 
servative, and  honorable  newspapers  in  this  country.  To  that  paper 
Mr.  Williams  wrote  a  characteristic  letter  about  Mr.  Hill 

Senator  Newberry.  Which  Mr.  Williams — Editor  Williams? 

Mr.  HooAN.  No;  not  the  Mr.  Williams  who  is  editor  of  the  Tran- 
script, but  John  Skelton  Williams.  The  editor  of  the  Transcript 
duly  investigated  the  charges  thus  presented  to  him  by  the  comp- 
trofler,  and  the  result  is — ^Mr.  Hill  still  retains  his  same  connection 
with  the  Boston  Transcript  that  he  then  had. 

Comptroller  Williams  invites  the  committee's  attention  to  what 
he  describes  as  propaganda  in  newspapers  adverse  to  his  further  re- 
tention in  public  office,  and  he  slurringly  refers  to  the  newspapers 
publishing  articles  against  him  as  ''unimportant  country  news- 
papers." My  own  opinion  is  that  country  newspapers  are  exceed- 
ingly important  mediums  of  information  and  education  in  this  land 
of  ours.  Mr.  Williams,  unable  to  refrain  from  charges  against  Mr. 
Hill,  says  that  while  he  has  not  yet  learned  definitely  that  Mr.  Hill 
wrote  the  articles  about  which  he  now  complains,  there  is  a  strong 
suspicion  that  Mr.  Hill  did  write  them.  Wen,  Mr.  Hill  is  here  in  this 
room,  and  I  will  ask  him  to  answer  it.  Mr.  Hill  [addressing  Mr. 
Hill  in  the  committee  room],  in  the  year  1919,  during  the  time  these 
h(*arings  had  been  going  on  before  this  committee,  were  any  of  the 
editorials  or  newspaper  articles  which  have  been  inserted  in  this 
record  b\'  Comptroller  Williams  written  by  you,  or  were  you  directly 
or  indirectly  concerned  in  their  ^vriting  or  tfieir  publication  ? 

Mr.  Hill.  No. 

Mr.  IIoGAX.  You  were  not  ^ 

Mr.  Hill.  No. 

Senator  Newberry.  Mr.  Hogan,  do  you  caro  to  take  up  the  causes 
that  led  up  to  the  resignation  of  Mr.  Flather,  the  cashier  of  the  Riggs 
Bank  ? 

Mr.  Hogan.  Yes,  sir;  I  have  that  on  mv  notes  here. 
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Senator  Newberry.  I  wish  you  would  clear  up  my  mind  about  that, 
aud  also  whether  or  not  those  slips  that  were  put  on  the  spindle  in 
connection  with  the  Johnson  matter  had  anythmg  to  do  witn  it. 

Mr.  HoGAN.  I  will  do  that  right  away.  That,  Senators,  brings  me 
to  the  exploded  but  constantly  repeated  charge  against  Mr.  Henry  H. 
Flather,  always  repeated,  however,  under  conditions  that  prevent  Mr. 
Flather  from  having  a  legal  remedy  for  the  libel  that  is  thus  com- 
mitted. Mr.  Henry  11.  Flather  was  an  employee  and  officer  of  the 
Riggs  Bank  for  27  years.  He  was  born  in  this  city  and  lives  here 
to-dav.  While  with  the  bank  he  handled  millions  and  millions  of 
dollars  of  the  money  of  the  bank^s  depositors  and  correspondents. 
Despite  the  most  searching  auditing  of  nis  accounts  there  was  never 
one  dollar  of  shortage  or  any  kind  of  criticism  with  respect  to  his 
honest  and  honorable  handling  of  those  fund^.  You  have  b<*en  led 
to  believe  that  Mr.  Flather  resigned  because  he  had  been  indicted . 
That  is  not  true.  His  resignation  was  prior  to  the  indictment.  As  to 
what  brought  about  that  resignation,  as  the  resignation  was  written 
in  my  office,  as  I  arranged  that  matter  alone,  discussed  it  with  Mr. 
Flather,  and  handed  the  formal  resignation  to  the  president  of  the 
bank,  I  have  personal  knowledge  of  the  whole  transaction.  An  exam- 
ination which  we  had  made  in  August  and  September,  1915,  of  the 
books  of  Jjewis  Johnson  &  Co.  disclosed  that  Mr.  Flather's  accounts 
there  were  of  a  speculative  character.  They  were  not  anything  con- 
nected with  the  bank.  They  were  things  in  his  own  account ;  but  they 
were  speculative,  and  showed,  in  addition  to  purchases  and  sales  on 
margin,  short  sales  of  stock.  As  an  individual  Mr.  Flather,  of  course, 
had  a  perfect  right  to  have  such  transactions,  but  it  was  the  opinion 
of  the  oank's  directors,  the  other  officers  of  the  bank,  and  mvself  as 
one  of  the  bank's  counsel,  that  a  bank  cashier  should  not  have  specu- 
lative accounts.  I  discussed  this  matter  with  Mr.  Flather;  tola  him 
that  his  fellow  officers  did  not  approve  of  accounts  of  that  kind,  and 
that  they  were  not  transactions  which  a  bank  ca.shier  should  be  per- 
mitted to  indulge  in.  Mr.  Flather  said  that  if  the  bank  took  the  posi- 
tion that  he  could  not  speculate  with  his  own  funds  on  his  own 
account,  as  he  deemed  he  nad  a  right  to  do,  he  would  resign.  In  the 
latter  part  of  September,  1915,  1  have  not  before  me  and  do  not 
rememner  the  exact  date,  he  did  resign. 

The  charge  made  by  Mr.  Williams  and  ])y  his  counsel  to  the  effect 
that  Mr.  Flather  had  personally  profited  by  trading  against  cus- 
tomers' accounts  with  Ij<»wis  Joluison  &  Co.  was  fully  aired  in  the 
criminal-court  proceedings.  All  of  the  evidence  upon  which  that 
charge  is  based  w^as  brouglit  out  by  the  prosecuting  officers  in  the  trial 
in  May,  1916.  In  the  arguments  to  the  jury  that  charge  was  dwelt 
upon  and  paraded  before  the  jury  bv  District  Attorney  Laskey  and 
Assistant  Attorney  General  Fitts.  They  attempted  to  make  «Ql  the* 
capital  out  of  it  possible.  It  fell  absolutely  flat.  It  was  made  and 
exploded  there. 

Now,  let  me  show  you  here  why  naturally  the  jury  did  not,  and 
no  impartial  tribunal  should,  believe  the  charge.  There  were  several 
thousand  stock  transactions  involved,  covering  a  long  period  of  years. 
Mr.  Williams  and  his  assistants  pieced  together  various  entries 
in  a  few — I  think  as  many  as  a  dozen,  somewhere  in  that  neigh- 
borhood— I  do  not  remember  the  exact  number  of  these  transactions 
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whicli,  wluMi  thus  pieced  together,  could  be  used  as  circumstantial 
evidence  upon  which  to  base  the  charge  that  Mr.  Plather  had  in 
t  hese  few  and  isolated  instances  obtained  a  small  profit  which  ought 
to  liave  gone  to  his  customers.  The  thing  was  perfectly  inconceivanle 
and  unbelievable.  This  man  had  figured  in  thousands  of  financial 
transactions,  he  dealt  with  millions,  his  opportunities  to  acquin* 
money  disiionestly,  if  he  had  such  a  bent,  extended  over  years  and 
were  countless.  1  repeat,  this  is  a  charge  that  was  exploded  at 
the  trial.  If  Mr.  Flather  was  guilty  why  didn't  they  convince  the 
jury  of  it  ^ 

Now,  you  ask,  Senator  Newberry,  whether  there  had  been  de- 
stroyed any  papers  that  had  anything  to  do  with  this.  Not  to  my 
knowledge,  ever.  Nor  is  it  conceivable  how  there  could  be,  for  as  1 
have  already  told  you,  in  the  case  of  every  Lewis  Johnson  &  Co.  trans- 
action, every  paper  was  available.  The  statement  on  this  subject, 
which  naturally  brings  forth  your  question,  repeated  by  Comp- 
troller Williams  in  his  August  12,  1919,  letter  to  the  chairman  of 
this  committee,  that  Lewis  Johnson  &  Co.'s  advice  slips  were  de- 
stroyed, and  that  these  documents,  if  available,  would  have  aided 
in  (establishing  the  guilt  of  Henry  Flather,  is  shown  to  be  so  grossly 
false  that  it  is  difficult  to  restrain  one  s  self  from  characterizing  him, 
in  view  of  the  indisputable  fact  that  every  one  of  the  papers  he  thus 
refers  to,  if  we  say  nothing  about  those  found  in  the  bank  and  pro- 
duced from  its  files,  were  correct  and  exactly  like  entries  made  in  the 


;pring  oi  lyi^  to  tne  sprmg 
There  was  never.  Senator  Newberry,  to  my  knowledge,  so  far  as  I 
know,  and  T  have  been  into  this  case  with  a  fine-tooth  comb — there 
was  never  any  document  destroyed  or  secreted  or  suppressed  that 
in  any  way,  shape,  manner,  or  form  bore  on  or  supported  or  related 
to  that  charge  made  against  Mr.  Henry  H.  Flather. 

1  invite  your  attention  to  the  fact  that  the  charge  has  always 
been  most  carefully  made  in  some  privileged  form,  where  Mr.  Flather 
is  without  remedy  because  of  it,  that  is,  without  remedy  unless  he 
took  personally  into  his  own  hands  the  matter  of  seeking  a  remedy 
and  obtaining  out  of  Mr.  Williams  his  satisfaction,  which  an  indig- 
nant citizen  sometimes,  improperly  and  hot-headedly,  of  course, 
takes  in  such  cases.  And  in  that  connection  1  want  to  say  to  you, 
Senator,  that  I  have  at  times  had  an  herculean  task  to  induce  Mr. 
Henry  Flather  to  see  the  unwisdom  of  following  that,  the  only 
course  open  to  him  when  these  charges  have  been  repeated  since  his 
acquittal  in  the  perjury  trial. 

Whiles  on  this  subject  I  refer  again  to  the  statement  of  Comptroller 
Williams  in  his  letter  of  August  12,  1919,  to  the  chairman,  charging 
that  the  reason  I  suggested — that  the  515  pages  of  correspondence 
should  not  be  printed  in  the  record  here,  bt»cause  in  that  corre- 
spondence aj)pears  the  names  of  persons  in  i)rivate  life  who  have  no 
possible  coimection  with  this  matter — was  not  the  real  reason,  but 
that  the  publication  of  that  correspondence  would  disclose  fraudu- 
lent operations  of  Mr.  Henry  H.  Flather,  and  I  say  to  you  again  that 
this  statcTiei^t  is  a  fabrication  made  out  of  the  wWle  cloth.  In  the 
515  i>a2:(^  nf  that  coirrvno'idence  you  will  not  find  a  single,  solitary 
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word  or  document,  which  by  even  the  distortions  of  Mr.  Williams 
himself  wiU  show  a  single  fraudulent  operation  ever  charged  against 
Mr.  Flather.  I  say  again,  as  1  have  already  stated  to  Senator  Hen- 
derson here,  that  if  in  that  correspondence,  which  the  chairman  ( f 
this  committee  said  would  be  considered  in  executive  session,  but 
which  I  am  perfectly  willinor  to  have  published  in  full,  with  th<» 
deleting  only  of  the  names  of  private  inclivichials  from  it,  which  cor- 
respondence I  have  shown  you  1  tried  to  get  before  the  court  in  the 
equity  case,  but  which  Mr.  rntermyer  objected  to  having  prc*senteil 
to  the  court  -if  there  is  one  single,  solitary  line,  woni,  charge,  evi- 
dence, or  document  whicli  by  any  possible  construction  shows  that 
Henry  H.  Fhither  was  guilty  of  any  fraudulent  operation  with  re- 
spect to  any  customer,  either  of  the  bank  or  of  his  own,  let  \Ir.  Wil- 
liams, who  has  already  insert(Ml  in  this  record  page  after  page  of 
that  correspondence,  point  it  out  and  put  it  in  this  record.  It  just 
is  not  there.  That  infamous  charge  was  n(»ver  made  or  suggested 
in  that  correspondence. 

It  is  perhaps  unnecessary  for  me  to  add  that  the  Riggs  Bank  offi- 
cers, other  than  the  cashier,  did  not  know  themselves  en  what  I  have 
termed  the  speculative  account  carried  by  Mr.  Henry  Flather  with 
Lewis  Johnson  &  Co.,  until  after  the  equitv  suit  had  been  argue<l. 

More  than  that.  Senator,  in  response  to  Mr.  Williams's  attempt  to 
have  you  believe  tliat  one  of  the  reasons  why  he  was  hounding  the 
Riggs  Bank  from  June,  1914,  to  April,  1915,  until  he  was  stopped  by 
the  Tiling  of  the  equity  suit,  was  because  Henry  Flather  had  defrauded 
some  customer  or  client  in  stock  transactions,  I  tell  you  that  he 
does  not  speak  the  truth,  because  the  fact  is,  and  the  record  conclu- 
sively proves  it,  that  Mr.  WiUiams  did  not  know  and  was  not  familiar 
with  a  single  entry  in  the  Le\\is  Johnson  &  Co.  accounts  until  after 
the  equity  suit  was  filed. 

Senator  Newbekhy.  In  Mr.  Laskey  s  testimony  before  the  com- 
mittee, he  made  some  statement^ — I  do  not  thinS:  it  is  particularly 
important  now — about  Mr.  Flatlier  making  a  profit  on  his  own 
account. 

Mr.  HoGAX.  Mr.  Laskey  charged  that  in  the  criminal  court  pro- 
ceedings at  the  trial  whicfi  was  conducted  in  May,  1916,  a  year  after 
the  equity  case  had  been  argued.  Indeed,  Mr.  Laskey  made  that  the 
big  issue  in  the  criminal  proceedings.  In  his  opening  statement  and 
in  his  closing  argument,  lie  insisted  that  Mr.  Flather  had  improperly 
made  a  profit  out  of  customers'  stock  transactions,  and  he  charged 
that  that  was  one  of  the  reasons  why  Mr.  Flather  made  the  aLs- 
putcd  affidavit."  He  laid  great  stress  upon  that  as  the  motive  for  the 
commission  of  perjury, — and  a  jury  of  American  citizens  answered 
it ;  and  I  will  take  the  answer  of  such  a  jury  any  time  against  any- 
thing John  Skelton  Williams  says.  Not  only  did  the  jury  answer  it 
by  their  verdict,  but  when  they  had  returned  to  the  court  room  and 
announced  the  acquittal  of  Mr.  Flather  and  his  codefendant,  man 
after  man  of  the  12  jurors  went  over  to  Mr.  Flather,  shook  his 
hand  and  expressed  their  confidence  in  him  and  assured  hmi  they  did 
not  believe  the  charge. 

Senator  Newberry.  How  was  the  matter  of  the  Bennett  affidavit 
in  regard  to  Mr.  Flather  disposed  of  ? 

Mr.  HoGAN.  It  never  was  disposed  of.  You  will  remember  that 
that  affidavit  was  filed  in  the  equity  proceedings  and  the  equity 
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case  was  never  allowed  to  come  to  a  trial;  as  a  condition  to  getting 
the  charter  renewed,  the  bank  was  forced  to  dismiss  that  suit,  and 
so  it  was  never  tried,  and  that  ended  the  matter  of  the  Bennett 
affidavit. 

I  will  not  detain  you,  wScnators,  by  any  further  reference  to  the 
comptroller's  treatment  of  the  Rigg's  National  Bank  and  its  officers. 
For  him  to  attempt  to  deny  that  he  sought  to  ruin  and  wreck  this 
bank  is  to  attempt  to  deny  the  obvious. 

With  your  ])erinission,  t  will  refer,  in  conclusion,  to  a  few  general 
matters  Drought  into  this  record  by  Mr.  Williams  in  support  of  the 
efficiency  and  the  effectiveness  of  his  administration  as  comptroller. 
Repeatedly  he  has  told  us  that  since  January  1,  1918,  during  the 
stress  and  strain  of  war,  there  were  only  two  national-bank  failures, 
and  he  modestly  points  to  that  as  an  astounding  record  for  which  he 
is  entitled  to  credit.  Well,  instead  of  taking  a  period  of  inflated 
prosperity,  when  billions  of  dollars  raised  by  bond  issues  were  ex- 
peiuled  in  all  kinds  of  industries,  finding  their  way  into  bank  de-. 
posits,  greatly  increasing  bank  resources,  making  not  only  bank 
failures  but  commercial  failures  exceeding  scarce,  I  say  that  instead 
of  taking  a  period  of  inflation,  suppose  wo  take  a  normal  period  as 
fairer  evidence  of  the  record  during  this  comptroller's  administra- 
tion. I  do  not  say  that  many  bank  failures  means  that  the  comp- 
troller has  not  been  efficient,  but  I  do  sav  that  if  that  is  the 
standard — and  Mr.  Williams  is  the  one  who  has  set  it  up — then  by 
his  own  standard  again  he  falls. 

Turning  to  the  statistics  in  the  annual  reports  of  the  comptroller 
it  will  be  found  that  in  the  four  years  of  the  Taft  administration, 
from  March,  1909,  to  March,  1913,  there  were  23  receivers  ap- 
pointed for  insolvent  national  banks,  whereas  during  the  four  years 
which  represent  the  first  term  of  Mr.  Wilson,  March  4,  1913,  to 
March  3,  1917,  there  were  58  receivers  appointed  for  insolvent 
banks.  In  other  words,  taking  these  two  four-year  periods,  fairly 
normal,  for  comparative  purposes,  during  which,  while  there  was 
no  stress  and  strain  or  war,  there  also  was  no  tremendously  in- 
flated prosperity,  you  will  find  that  the  official  figures  from  the 
records  in  the  comptroller's  office  show  that  there  were  two  and 
one-half  times  as  many  national  bank  failures  in  the  first  four 
years  of  Wilson's  administration  as  there  were  in  the  four  years 
of  Taft's  administration.  Following  the  logic  of  the  standard 
which  Mr.  Williams  himself  has  given,  the  official  record  shows 
that  in  the  54  years  which  have  elapsed  since  the  establishment  of 
the  national  banking  system,  1865  to  1918,  inclusive,  there  was  a 
grand  total  of  588  receivers  for  insolvent  national  banks,  an  average 
of  a  little  less  than  11  each  year.  In  the  first  four  years  of  Comp- 
troller WUHams's  administration  there  were  58  receivers,  an  average 
of  a  little  less  than  15  per  cent.  In  other  words,  taking  Comp- 
troller William's  own  standard  to  judge  his  administration  by, 
we  find  that  during  his  administration,  prior  to  the  time  when 
war  prosperity  helped,  national  banks  were  failing  on  an  average 
of  nearly  50  per  cent  more  each  year  than  the  theretofore  estab- 
lished average. 

Now,  Senators,  these  figures  I  give  you  are  in  line  with  the  way 
Mr.  Williams  attempts  to  establish  comparisons  by  statistics.  Per- 
sonally I  am  frank  to  say  that  I  do  not  think  very  much  of  the  en- 
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lightening  value  of  such  statist icvS.  Throughout  this  record.  Mr. 
Williams  has  g^ven  you  statistics  which  show  the  truth  of  the  state- 
ment of  O.  Henry,  from  whom  I  quote,  a  statement  that  is  apropos 
here:  **  Wliat  youVe  got  is  statistics,  the  lowest  grade  of  information 
that  exists." 

Turn  to  the  subject  of  Government  deposits  in  Washington  banks. 
Mr.  Williams  has  point^^d  out  that  under  previous  administrations 
the  Riggs  Bank  was  favored  in  the  matter  of  Government  deposits. 
Senator  Calder  asked  several  times  that  Mr.  Williams  bring  here  and 

|)ut  into  the  record  a  statement  showing  the  deposits  in  all  national 
)anks  in  Washington  during  his  administration.  Mr.  Williams  re- 
sponded to  that  request  with  an  elaborate  amount  of  misleading  sta- 
tistical information  to  show  the  percentage  of  Government  depositt 
to  the  resources  of  each  national  bank  haying  such  deposits.  Hi^ 
response  to  ^Senator  Calder's  request  for  information  was,  as  habitu- 
tdly,  a  half  truth,  because  he  omitted  from  the  figures  he  used  the 
Isthmian  (^Anal  Commission  and  the  Philippine  Island  deposit, 
which  are  as  a  rule  in  normal  times  the  largest  Government  deposits 
in  Washington  banks,  and  which  have  been  kept  since  1914  in  the 
Commercial  National  Bank.  He  will  probably  claim  that  he  does 
not  classif;^  the  Panama  Canal  and  Philippine  deposits  as  Govern- 
ment deposits.  That  is  precisely  what  they  are,  nevertheless :  so  much 
so  that  the  law  provides  that  a  bank  having  Panama  Canal  deposit^ 
need  not  take  into  account,  in  calculating  the  amount  of  those  de- 

{)osits  in  arriving  at  the  percentage  of 'reserve  to  be  maint^iined,  the 
aw  providing  that  such  deposits  shall  in  that  respeet  he   treated 
precisely  as  other  Government  deposits. 

Let  me  show  you  what  the  rcjil  figures  on  this  account  are:  In 
December,  1916 — ind  I  take  my  figures  from  the  official  report  in  the 
Comptroller  s  office,  a  cony  of  which  the  law  re((uires  to  he  pub- 
lished— the  Commercial  National  Bank'  had  Government  dei>ositi 
including  Panama  Canal,  Phili!)oine,  and  all  Government  deposits, 
amounting  to  S2,0S(),()()().  At  this  same  time  all  the  other  13  national 
banks  in  the  District  had  SI  ,085,000  of  Government  funds  on  dept>sit. 
The  average  of  the  18  Jiational  banks  in  the  District  was  $8,X.4(K>of 
Government  deposits  agahist  the  Commercial  Bank's  dep<)sit  of 
S2.0SO,()00.  Taking  Mr.  Williams's  own  method  of  presenting  mat- 
ters of  this  kind,  this  state  of  affairs  shows  this:  In  December,  1916. 
the  Commercial  National  Bank's  resources  totaled  Sl(),220,tMM);  the 
resources  of  all  other  national  l)anks  in  Washington  totaled  at  that 
time  $61,099,000,  so  that  the  total  of  Government  deposits  in  1-^ 
national  banks  in  this  city  amounted  to  1  \  per  cent  of  their  resources, 
while  at  the  same  time  iho  Commercial  National  Bunk  had  Govern- 
ment deposits  amounting  to  20  per  cent  of  its  resources.  That  is  what 
the  kind  of  statistics  that  Mr.  Williams  is  an  expert  in  preparing 
for  you  show  on  this  point.  May  I  borrow  one  of  Mr.  Williams^  ovn 
expressions  and  ask,  **If  that  is  not  favoritism,  what  is?'^ 

The  Commercial  National  Bank  was,  during  the  period  1914-1910. 
inclusive,  notorious  and  conspicuous  in  this  conununity  for  failun*  to 
maintain  its  reserves,  not  only  reserves  on  the  basis  of  the  25  i>er  cent 
requirement  under  the  law  before  it  was  amended  in  Decemher,  1913- 
but  reserves  even  when  the  law  reduced  the  amount  required  to  15  per 
cent      At  the  same  time  that  bank  was  conspicuous  for  being  favorrtl 
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by  Mr.  Williams  with  the  largest  Government  deposit  in  the  Dis- 
trict. His  rules  seem  to  be  that  as  a  bank  continues  to  fail  in  its 
reserves,  it  should  come  up  in  Government  funds;  and  as  the  pub- 
lished official  reports  show,  that  bank,  the  recipient  of  his  favors  when 
he  was  hounding  and  discriminating  against  the  Riggs  National 
Bank,  was  continuously  violating  the  law  as  regards  borrowing  an 
amount  in  excess  of  the  amount  it  was  legally  allowed  to  borrow.  The 
Riggs  National  Bank  has  never  complained  of  strict  supervrision.  No 
dccentlv  run  bank  does,  but  the  record  of  Comptroller  Williams  is 
that  oi  persistent  persecution  toward  some  banks  and  favoritism 
toward  others,  or,  what  is  the  equivalent  of  favoritism,  neglect  to 
compel  compliance  with  the  requirements  of  the  law  on  the  part  of 
some  banks. 

You  have  been  told,  Senators,  that  while  there  are  some  25,000  bank 
officers,  a  comparatively  few  persons  have  appeared  here  to  testify 
against  Mr.  Williams.  Far  more  ominous  is  the  silence  of  bank 
officials.  Mr.  Williams  calls  attention  to  the  fact  that  he  has  been 
under  investigation  for  six  months.  During  that  six  months  bankers* 
associations  throughout  the  land  have  met  and  have  adjourned  in 
silence.  It  is  easy  to  pass  resolutions  of  commendation,  and  if  while 
under  this  investigation  this  comptroller's  administration  had  been 
worth V  of  commendation,  you  would  have  been  deluged  by  resolutions 
from  bankers'  associations  commending  that  administration.  It  is 
the  silence  of  the  national-bank  officers;  it  is  the  silence  of  bankers' 
associations  throughout  the  country  that  is  ominous  in  this  case.  To 
have  come  forward  and  testified  against  him  meant  to  subject  one's 
self  to  becoming  the  target  of  his  intemperate  denunciation  and 
insatiable  hostihty.  Only  recently,  I  am  informed,  in  the  State  of 
Virginia,  the  comptroller's  own  State,  the  bankers  met  in  convention. 
They  must  have  known  of  this  investigation  of  the  comptroller's 
adiriinistration.  They  adjourned  without  sending  what  might  have 
had  some  effect  here  upon  the  minds  of  Senators,  a  resolution  com- 
mending Mr.  Williams,  if  in  the  light  of  his  official  conduct  they  could 
have  even  thought  of  passing  such  a  resolution. 

The  Chairman.  Naturally,  I  do  not  think  it  would  be  supposed 
they  would  express  an  opinion  one  way  or  the  other.  I  am  frank 
to  say  that. 

Mr.  HoGAN.  The  bankers'  fear  to  come  forward  and  openly  criticise 
Comptroller  Williams  is  known  of  all  men.  Indeed,  to  appeal  to 
the  court  for  a  construction  of  his  powers  was,  as  you  will  recall, 
termed  temerity"  by  John  Skelton  Williams  himself  in  a  formal 
statement  he  issued  to  the  public  press  on  April  15,  1915,  the  day 
after  that  date  on  which  the  Riggs  National  Bank,  refusing  to  longer 
submit  to  his  persecution,  brought  him  to  the  bar  of  court. 

The  Chairman.  We  will  suspend  now,  and  if  there  is  any  matter 
that  you  wish  to  call  to  the  attention  of  the  committee  later  you  may 
do  so;  we  can  not  close  the  hearing  to-day;  it  is  possible  there  will 
be  another  witness  here  next  Tuesday,  if  we  do  not  close  the  hearing 
before  that  date,  and  it  is  also  possible  that  Mr.  Williams  will  want 
to  see  the  concluding  statement  after  it  is  printed,  and  the  committee 
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may  think  it  best  to  give  him  opportunity  to  controvert  some  spe- 
cific new  matter  that  may  have  oeen  introduced.  I  do  not  know 
about  that;  that  will  be  for  the  conmiittee  to  decide  when  the  time 
comes. 

Senator  Newberry.  Mr.  Williams,  if  not  too  much  work,  in  order 
to  clear  it  up  in  my  own  mind,  will  you,  before  the  hearing  is  finally 
closed,  insert  a  statement  showing  the  total  number  of  banks  that 
were  not  examined  twice  a  year  since  you  have  been  comptroller? 

ilr.  Williams.  I  wUl  say  this,  Mr.  Chairman  and  sentiemen,  that 
the  examinations  of  banks  under  my  administration  nave  been  veiy 
much  more  efficient  and  eflecive  than  they  have  been  before.  The 
results,  I  think,  show  that.  Under  the  old  system  you  probaMv 
know  the  bank  examiners  were  given  a  fixed  tee,  ana  it  was  thear 
object  to  get  into  a  bank  and  get  out  of  it  as  soon  as  possible.  Now 
they  are  on  salaries,  and  they  stay  in  and  make  their  work  much  more 
complete  and  much  more  thorough,  and  the  efficiency  of  the  exam- 
ination has  increased  so  greatly  that  in  some  of  the  larger  cities  of  the 
countrj"  the  clearing  house  associations  have  given  up  the  clearing- 
house examiner  they  formerly  retained  and  are  satisfied  with  the 
examination  made  bv  the  national-bank  examiners.  I  remember 
especially  the  city  of  San  Francisco,  where  that  was  done  several 
years  ago. 

The  CiLA^iRMAy.  This  hearing  will  be  adjourned  until  Tuesday 
next  at  10  o'clock.  If  possible,  Mr.  Williams,  Mr.  Cn>inwell  will  lie 
here  then.     I  am  not  certain. 

Mr.  Williams.  Mr.  Chairman,  may  I  say  just  one  word  before  we 
adjourn?  I  see  we  have  Representative  McFadden  here.  I  have 
only  met  him  once  in  my  office,  when  he  called  to  discuss  matters  in 
his  bank.  He  has  made  serious  charges  against  the  comptroller  oo 
the  floor  of  the  House.  May  I  ask  that  he  come  before  this  commitlec 
or  withdraw  his  charges  ? 

The  Chairman.  No;  we  will  not  go  into  that  now. 

(Whereupon,  at  5.40  o'clock  p.  m.,  the  committee  adjourned  until 
Tuesday,  September  9,  1919,  at  10  o'clock  a.  m.) 

Treasury  Dkppartment, 
Office  of  Comptroller  of  the  (.'ukrency, 

Washington,  Septrmber  .'?.  /.wyv. 
Hon.  George  F.  McLean, 

Chairman  Hanking  nufi  Cunenni  Committei', 

United  Statfs  Senate. 

Dear  Sir-  At  the  hoarin<jj  before*  your  committer  on  the  5th  instant  1  eubmitt^ 
tigiireH  in  .some  detail  as  to  the  nunfl)er  of  national-bank  examinations  in  tlie  y**fi^ 
1)14,  1015,  1910,  1917,  and  1918,  the  numlK»r  of  banks  in  o|)eration  a?*  of  June  iiO  in 
each  year,  and  1  jnive  the  jx^rcentage  which  the  total  number  of  exaniinatioa<  iii*^ 
each  year  bore  to  the  numlK*r  which  would  liave  l)een  made  if  all  banks  had  bffs 
examined  twice  per  annum.  Senator  Newlx»rry  has  asked  that  I  furnish  an  addi- 
tional statenif^nt  as  to  I  he  exact  number  of  national  banks  not  examined  twice  in  tbve 
years,  and  I  take  pleasim'  in  frivin'i;  you  the  following!:  additional  data: 

The  Federal  Reserve  Act  rt^quired  all  national  banks  whi^h  were  nit»mbep=  oi  il? 
system  to  be  examimul  twice  each  year,  but  this  provision  did  n«>t  Ix^t-omo  oiieram' 
until  the  inau>;uration  of  the  Federal  Restive  J^ystem,  November  Itj,  1914.  TV 
first  calendai  year  after  the  law  ttwk  effect  was  therefore  the  year  191.'>. 

For  that  year,  1915,  the  year  which  marked  the  bepnnin«yr  of  tho  new  i^-f^*"* 
of  examination  under  which  the*  <'ountry  was  divided  into  12  examining  di-'tTi'K 
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each  under  tlie  imme<liHt<»  snperv^ision  of  a  c-hiof  naiional-bank  examiner,  there  were 
in  operation  January  1.  7,539  bankn. 

To  have  examined  these  7,539  banks  twice  would  have  required  15,186  examina- 
tions; that  year  there  were  10,467  regular  examinations  made,  and  in  addition  687 
special  examinations,  making  a  total  of  11,154  examinations,  so  that  the  total  number 
ol  examinations  made  was  slightly  under  75  per  cent  of  the  number  there  would  have 
been  on  the  basis  of  two  per  bank.'  Four  thousand  one  hundred  and  sixty-seven  banks 
that  year  did  not  receive  the  second  examination,  but  these  4,167  banks  which 
received  one  examination  only  were  each  required  to  send  to  this  office  during  that 
year  six  sworn  reports  of  condition — in  fact,  all  of  the  national  banks  were  that  year 
required  to  send  in  an  additional  sworn  report  of  their  condition,  making  for  1915  over 
7,593  more  reports  than  the  law  required  the  comptroller  to  obtain.  These  additional 
reports,  besides  being  sworn  to  by  the  banks'  officers  and  attested  by  their  directors, 
were  required  to  be  published  in  their  local  newspapers.  Upon  being  received  here 
at  the  comptroller's  office  they  were  abstracted  in  the  Statistical  Division.  Further- 
more, all  national-bank  examiners  are  under  instructions  at  each  examination  of  a 
bank  to  go  back  to  the  last  preceding  report  of  condition  furnished  this  office  and  to 
verify  this  report  from  the  bank's  books  and  to  report  to  the  comptroller  at  once  any 
irregularities  or  discrepancies  discovered,  so  that  the  banks  are  kept  constantly  in 
touch  with  the  comptroller's  office  and  the  national-bank  examiners — more  closely, 
by  far,  than  was  ever  the  case  in  any  previous  administration. 

I  will  also  add  that  I  concur  in  the  opinion  which  has  been  expre8se<l  to  mo  by  able 
and  experienced  bankers  to  the  effect  that  the  national-bank  examinations  which 
are  now  being  made  are  at  least  100  per  cent  more  thorough  and  more  effective  than 
those  made  under  pre\'ious  administrations.  Abundant  evidence  on  this  point  could 
be  furnished  if  necessary,  but  as  an  example  of  the  views  of  leading  bankers  on  this 
subject  it  will  perhaps  be  sufficient  to  quote  the  following  extract  from  a  letter  which 
I  received  from  the  president  of  the  8C(»ond  largest  bank  in  Maryland,  the  CitiKons 
National  Bank  of  Baltimore,  who  wrote  me,  under  date  of  August  8, 1918: 

**I  hav«  been  connected  with  the  Citizens  National  Bank  for  over  a  quarter  of  a 
century,  and  I  want  to  go  on  record  as  saying  that  the  examinations  that  are  now  being 
made  oy  your  examiners  are  no  more  like  those  that  were  made  under  your  predeces- 
sors than  a  $20  gold  piece  is  like  a  lead  quarter.  It  is  my  firm  belief  that  you  have  done 
more  to  further  the  interests  of  good  banking  methods  than  all  of  the  comptrollers 
put  together  since  I  first  entered  the  bank  as  a  bookkeeper  in  1892.  I  hope  the  time 
inay  soon  come  when  practically  all  of  our  State  banks  and  trust  companies  will  find 
it  to  their  advantage  to  join  with  us,  in  order  that  we  may  have  one  united  system." 

As  further  evidence  of  the  high  efficiency  of  national-bank  examinations  as  now 
conducted,  it  mav  interest  you  to  know  that  some  of  the  clearing  houses  of  the  country, 
including  San  Francisco,  Calif,  and  Nash\'illej  Tenn.,  in  recognition  of  the  vast 
improvement  in  these  examinations  have  abolished  the  position  of  clearing-house 
examiner,  which  they  formerlv  found  it  necessary  or  desirable  to  maintain. 

I  beg  leave  to  hand  you  with  this  for  your  information  a  copy  of  the  form  of  exam- 
iner's report  used  prior  to  mv  administration,  and  the  form  which  examiners  are  now  re- 
quired to  fill  up.  You  will  observe  that  the  old  form  contains  8  pages,  while  the  pres- 
ent form  contains  20  pages  which  must  be  filled  up — more  than  100  per  cent  larger. 

On  January  1,  1916,  there  were  7,621  national  banks.  Two  examinations  per  bank 
would  have  called  for  15,242  examinations.  There  were  made  11,871  regular  exami- 
nations and  621  special  examinations,  making  a  total  of  12,492,  so  that  the  total  number 
of  examinations  made,  including  both  regular  and  special,  was  about  82  per  cent 
of  the  number  required  to  give  two  examinations  per  bank  per  annum.  Tnat  year 
there  were  2,596  banks  not  examined  twice,  but  we  required  from  all  banks  that  year 
7,621  more  sworn  reports  of  condition  than  the  law  demanded,  and  despite  the  war 
the  number  of  national-bank  failures  for  that  year  were  reduced  to  less  tnan  half  the 
average  of  the  preceding  quarter  of  a  centur>*,  although  there  were  far  more  national 
banks. 

On  January  1, 1917,  there  were  7,597  banks  in  operation,  calling  for  15,194  examina- 
tions. There  were  made  that  year  of  regular  examinations,  12,582;  of  special  exami- 
nations, 688;  total,  13,270,  so  that  the  total  number  of  examinations  made  was  just 
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about  87  per  cent  of  the  number  the  law  railed  for,  but  that  year  as  against  2,201 
banks  not  examined  twice  wo  required  from  the  banks  about  7,690  more  sworn  reports 
of  condition,  sipned  by  their  officers  and  attested  by  their  directors,  than  the  law 
required,  and  the  number  of  bank  failures  was  still  further  reduced. 

In  1018,  there  were  on  January  1,  7,688  banks,  so  that  two  examinations  per  bank 
would  have  called  for  15,376  examinations.  The  office  made  of  regular  exammatione. 
12,286;  of  special  examinations,  788,  a  total  of  1H,074,  or  slightly  over  85  per  cent  of 
the  number  required  to  frfve  2  per  bank,  leaving:  2,.'ji07  banks  not  examined  twice. 
About  7.700  more  sworn  reports*  of  condition  than  retjuired  by  law  were  obtained  from 
the  banks  for  that  year. 

There  were  109  national-bank  examiners  in  the  service  in  1014,  and  we  have  ni»w 
148  national-bank  examiners,  exclusive  of  the  assistant  examiners,  despite  the  f»ct 
that  the  losses  in  the  force  sinct*  1914,  due  to  resienation,  service  in  the  Army,  death 
from  influenza  and  other  causes  have  amounted  to  more  than  100  per  cent  of  the  number 
of  the  force  on  hand  in  1914. 

As  1  pointed  out  to  the  committee,  this  office  in  keeping:  <»lo8ely  in  touch  with  the 
national  banks  has  gotten  from  them  each  year  that  1  nave  been  comptroller  at  least 
7,500  more  reports  of  their  condition  than  1  was  required  to  get  by  the  law.  Theee 
reports  are  checked  up  in  the  Statistical  Di\Tsion.  The  cliief  of  that  division  infonns 
me  that  several  thousand  letters  relative  to  these  reports  are  written  to  the  lianb 
after  each  call  checking  up  and  reconciling  these  sworn  reports. 

As  to  the  efficiency  and  success  of  the  methods  and  policies  pursued  by  thi?ufli<^ft 
under  my  administration  1  am  thankful  to  be  able  to  point  to  oflRcial  fij^un^  which  shew 
tfiat,  in  the  deeply  im]X)rtant  matter  of  immunity  fn)m  receivership,  an<l  the  distr(» 
and  losses  which  that  usually  involves,  the  record  of  the  National  Banks  of  the 
United  Statessince  January  1^  1918,  has  been  about  twentv  times  or  2,000  percent 
better  than  for  the  p<»riod  of  25  years  immediately  pre<eding  the  ])ropent  adminis- 
tration. 

I  trust  that  the  information  which  I  am  submitting  hew^with,  together  ^-ith  that 
pre\dou8ly  given  to  the  committee  will  give  you  the  data  desired. 

Sincerely,  yours, 

John  Skelton  Williams. 

Mr.  IIo<;an.  Senators,  when  I  was  privileged  to  appear  before  this 
committee  before,  you  will  remember,  certainly  those  who  are  here 
this  morning  'wnll  particularly  remember,  that  towftrcl  the  conclusion 
of  my  statement  I  produced  a  letter,  circulating  throughout  this  coun- 
try, attackinsr  Senator  Weeks.  I  produced  »i  .long  letter  circul;il«»«i 
throughout  this  country  attacking  Mr.  Wade  H.  CooiH^r:  and  you 
Senators  will  remember  tiiat  1  said — I  think  th(»  phrase  I  used,  "1 
am  next,"  and  *'that  my  appearance  hen*  will  result  in  similar  con- 
duct, I  confidently  predict." 

This  committee  gave  to  Mr.  Williams,  with  infinite  pntience.  an 
opportunity  to  denounce  his  opponents  anrl  exploit  his  virtues  with- 
out limits.  After  that  had  been  done,  and  after  Mr.  Williams  had 
announced  that  he  was  entirely  through,  he,  on  July  26,  1919,  ad- 
dresse<l  a  long  letter  to  the  chairman  of  the  cK>mmittee,  which  in  part 
X  of  these  hearings,  was  puMishi^l  by  the  chairman's  dirt^»tion,  and 
then  subsequent  to  that  time,  and  while  this  committee  w^as  in  recess 
Mr.  Williams  pretend(»d  to  wT-ite  a  letter,  because  its  merely  a  pre- 
tended letter,  its  purpose  is  to  circulate  propaganda  iiiwler  privi- 
leged form,  to  the  chairman  of  this  committee,  and  he  ha<l,  after  he 
wrote  that  letter,  which  consisted  of  20  piinted  pages — ^^that  wa* 
not  sufficient— he  added,  becaus(»  he  is  never  through,  an  addenda, 
which  made  it  consist  in  whole  of  24  printed  pages,  and  he  had  it 

?nnted  at  a  private  printing  house,  the  Chas.  H.  Potter  &  Co.,  Inc.. 
P^ashington,  I).  C,  not  to  inform  the  Senate  committee  of  anv'thins. 
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hecniiso  most  of  it — certainly  50  or  60  per  rent  of  it — is  »i  rehash  of 
what  is  in  tlie  record  here;  Ke  had  it  printed  here,  with  over  75  large 
deep  subheads,  its  purpose  being  to  primarily,  and  according  to  its 
captions,  to  villify  me.  The  witness  who  hacl  appeared  here,  a  pur- 
pose which  is  not  adhered  to,  however.  It  abounds  in  capitals, 
and  it  slirieks  with  italics,  and  it  is  part  and  parcel  of  the  V(»ry  thing 
whir^li  I  told  the  Senate  committee  that  he  wno  dared  to  come  here, 
even  at  your  request,  would  be  made  the  object  and  the  subject  of 
this  maas  unrestrained,  intemperate,  libelous  charai^teristics. 

Now,  Senators,  before  I  take  up — because  it  is  necessary  to  take  up, 
and  I  am  going  to  do  it  as  briefly  as  possible — the  inconceivable 
statements  contained  in  that  circular,  and  with  the  oflicial  Treasurj'^ 
Department  seal  upon  it,  so  as  to  give  it  an  official  guise — in  that  cir- 
culated screed,  I  am  going  to  very  briefly,  as  it  leads  up  logically  to 
what  I  have  to  call  your  attention  to,  a  thing  that  vou  will  stanc* 
aghast  at.  I  shall  refer  to  quotations  which  1  take  from,  your  rec- 
ords here  which  show  pictured  and  painted  by  himself,  and  not  by 
me,  the  int«mperat<5  attitude  of  the  present  Comptroller  of  the  Cur- 
rency, as  to  each  person  who  has  dared  to  criticize  or  oppose  him*, 
and  as  to  the  party  that  is — a  difl^erent  party  from  him,  and  as  to  this 
committee. 

First,  Senator  John  W.  Weeks — in  riving  the  pajje  references 
where  this  will  be  found  I  will  not  read  Siem,  because  it  would  take 
time,  but  I  will  give  them  to  the  stenographer.  Senator  John  W. 
Weeks  is  charged  by  Mr.  Williams  with  having  made  *' malevolent '' 
efforts  to  discredit  or  injure  the  comptroller  (Part  IV,  p.  383,  Senate 
hearings).  He  refers  to  Senator  Weeks's  "vaunting  assertions"  that 
the  Senator  had  received  letters  criticizing  the  comptroller's  conduct 
(Part  IV,  p.  382,  Senate  hearings),  charges  the  Senator  with  making 
''unjust  and  invidious  attacks,"  and  savs  he  "grossly  imposed  upon' 
a  Senate  committee  (Part  IV,  p.  383,  Senate  hearings). 

Mr.  Wade  H.  Cooper,  president  of  two  Washington  savings  banks, 
both  going  concerns,  the  condition  of  which  concededlj  has  improved 
under  Mr.  Cooper's  presidency,  is  thus  assailed  in  this  record:  "His 
testimony,"  says  Mr.  Williams,  "is  grossly  false"  (Part  IV,  p.  206, 
Senate  hearings);  a  statement  of  his  is  "a  complete  falsification," 
and  his  charges  are  "false  and  generally  maliciously  so"  (Part  IV, 
p.  251,  Senate  hearings);  that  C/Ooper  has  made  "wanton"  and 
"willful"  statements,  and  "wanton,  willful,  and  unjustifiable  re- 
flections," with  a  "willful  and  deliberate  intention  to  injure"  Mr. 
Williams  (Part  IV,  pp.  257,  258,  Senate  hearings).  He  describes  Mr. 
Cooper  as  "a  discredited  local  bank  official"  (Part  IV,  p.  383,  Senate 
hearings),  who  has  made  "ridiculous  and  wanton  and  flagi-ant  state- 
ments" (Part  IV,  p.  261,  Senate  hearings),  and  returning  much 
later  in  his  alleged  testimony  to  the  subject  of  Mr.  Cooper  he  refers 
to  "the  falsifications  and  misstatements"  deliberatelv  made  by  tlie 
witness  (Part  VI,  p.  449,  Senate  hearings). 

Mr.  E.  A.  Jones,  an  attorney  from  tie  State  of  Pennsylvania,  Mi\ 
Williams  calls  a  maker  of  "mischievous  and  false  charges"  (Part 
VII,  p.  526,  Senate  hearings),  and  advises  the  committee,  "I  want  to 
denounce  Mr.  Jones  as  a  contemptible  and  wanton  slanderer"  CPart 
Vn,  p.  518,  Senate  hearings). 
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hud  time  to  go  into  almost  everything  that  can  possibly  be  involved 
in  this  hearing  and  have  a  full  answer  orally,  that  there  now  remains 
nothing  but  some  specific  replies  that  you  wish  to  make  to  matters 
that  Au*.  Ilogan  may  have  brought  out  in  liis  rebuttal. 

Mr.  Williams.  I  feel,  Senator,  that  I  have  substantially  answered 
every  complaint  or  charge  that  has  been  made,  but  they* have  been 
reiterated  m  a  manner  that,  it  seems  to  me,  makes  it  desirable  that 
I  should  give  further  attention  to  them. 

The  Chairman.  Can  vou  not  do  that  in  a  typewritten  statement 
of  course  to  be  printed  in  the  record  and  ample  opportunity  for 
every  member  of  the  committee  to  read  it,  of  course,  and  it  will  be 
furnished  to  the  Senate.  It  will  be  a  great  convenience  to  the  com- 
mitte  if  satisfactory  to  you.     Now,  if  it  isn't,  of  course,  we  will. 

Mr.  Williams.  Then  I  will  try  to  meet  your  views  as  far  as  pos- 
sible by  abbreviating  my  oral  statement  this  morning  and  submitting 
in  writing  an  additional  statement,  but  am  I  to  understand  that  this 
is  the  conclusion  I 

The  Chairman.  Well,  if  there  is  anything  in  your  statement  this 
morning,  of  course,  of  a  character  which  has  not  been  considered 
before,  what  you  state  will  be  submitted  to  Mr.  Hogan,  but  Rny  reply 
he  makes  will  be  made  in  writing.  We  have  got  to  end  these  hear- 
ings some  time  and  we  want  to  be  fair  to  everyone,  and  give  both 
ssides  the  last  word  if  it  is  possible. 

Mr.  Williams.  Do  T  understand  that  there  will  be  no  other  wit- 
nesses? 

The  CuAiKMAX.  Not  that  I  know  of. 

Senator  Henderson.  May  I  announce  now  that  Senator  PuIu^ 
reiie,  a  member  of  this  conmiittee,  has  just  left  the  room,  and  noti- 
fied nie  that  he  was  very  busy  this  morning  on  important railwaj 
problems  that  are  before  another  committee. 

The  Chairman.  Well,  that  is  the  understanding. 

Senator  Page.  I  must  go  at  half  past  10. 

STATEMENT  OF  HON.  JOHN  SKELTON  WILLIAMS     Resumed. 

Mr.  Williams.  Mr.  Chairman,  I  desire  to  read  before  vou  this 
morning  extracts  or  entries  from  my  private  diary,  if  I  mav  be  pw- 
mitted  to  do  so,  relating  to  the  Riggs  controversy. 

The  Chairman.  Well,  now,  we  shut  out  that  "diary  eiitirelv.  We 
had  no  use  for  it  and  put  in  nothing  from  it.  Mr.  Hogan' put  in 
nothing  from  it. 

Mr.  Williams.  How  could  Mr.  Hogan  put  in  any^thing  t 

The  CiiAiKMAN.  You  put  in  extracts. 

Mr.  Williams.  He  said  by  that  he  will  prove  that  certain  sUte 
ments  which  lie  has  made — certain  statements  which  I  have  proreJ 
to  ])e  false — could  be  substantiated.  Now,  I  want  the  committee  to 
have  the  opportunity  of  seehig  to  what  extent,  if  any,  he  can  benefit 
from  the  production  of  that  diary. 

'I'he  CuAiitMAN.  Of  course,  if  you  put  those  in  aii<l  he  calls  for  tfa 
diary  again  lie  is  entitled  to  it. 

Mr.  WiLLLAMs.  I  am  willing  to  give,  as  I  stated  before,  to  the  cvifi- 
inittee  in  public  and  in  executive  session  the  whole  diarv  so  far  asi* 
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relates  to  any  conversation  or  correspondence  between  myself  and — 
on  the  subject  of  the^  Kiggs  controversy  with  the  Secretary  of  the 
Treasury  or  any  official  of  the  Treasury  Department,  the  Attorney 
General  or  any  official  of  the  Denartment  of  Justice,  or  with  the 
officers  and  directors  of  the  Riggs  Bank. 

The  Chairman.  Well,  it  is  a  loose-leaf  diary  and  the  pages  are 
not  numbered,  Mr.  Comptroller,  and  that  sort  of  diary,  in  my  opinion, 
isn't  worth  much. 

Senator  Henderson.  Mr.  Chairman,  1  believe  it  would  be  sufficient 
if  Mr.  Williams  will  just  offer  the  use  of  the  diary  to  any  of  the 
members  or  the  entire  committee  if  they  would  want  it.  Then  if 
they  want  to  use  it  they  will  have  the  opportimity. 

Senator  Page.  Senator  Henderson,  now  I  want  to  be  fairly  decent 
about  this  matter.  1  have  not  found  it  possible  with  my  other  duties 
to  come  here  and  attend  these  meetings.  I  have  tried  to  read  more 
or  less  of  the  matter  that  Mr.  Williams  has  brought  in  here,  but  in 
talking  with  other  Senators,  I  find  we  are  all  in  substantially  the 
same  position  that  everyone  of  us  is  in — the  position  which  makes  it 
impossible  for  us  to  go  on  with  these  hearings  unless  it  is  absolutely 
necessary.  iVs  the  chairman  says,  we  want  to  be  fair,  but  I  would 
submit  that  if  this  matter  can  be  given  to  us  in  printed  form  that  I 
can  give  it  better  justice,  and  I  believe  that  every  other  member  here 
can,  than  we  can  possibly  give  it  with  the  pressure  upon  our  time  at 
this  time. 

Senator  Henderson.  Senator  Page,  in  that  connection  I  will  state 
that  I  have  a  meeting  now  at  the  other  end  of  the  building,  and  they 
sent  me  word  a  few  minutes  ago  they  would  like  to  have  me  come  if 
I  possibly  could.  I  know  how  busy  you  are.  I  know  now  the  chair- 
man is  needed  at  another  meeting  at  this  minute,  and  Senator  Pom- 
crene  has  just  left.  Senator  Hitchcock  is  on  the  Foreign  Relations 
Committee,  Senator  Norris  is  busy,  and  my  sugg^tion  along  the  line 
of  the  private  diary  of  Mr.  Williams  was  in  case  later  on  you  wanted 
to  look  at  it.  I  realize  that  if  one  part  of  the  diary  is  put  in  evi- 
dence, then  if  Mr.  Hogan  wants  the  entire  diary  to  go  in  it,  he  has 
that  right.  Now,  if  none  of  it  is  put  in  now,  if  any  member  of  the 
committee  wishes  to  examine,  I  see  no  objection  to  that,  but  the  offer 
could  be  made  by  the  witness  to  show  his  good  faith  and  the  matter 
could  rest  there. 

Senator  Page.  I  can  not  myself  personally.  I  have  got  to  go  at 
half-past  10,  or  in  about  six  or  seven  minutes,  and  I  wish  it  might 
be  done  in  printed  form  rather  than  the  continuation  of  these  hear- 
ings, and  I  believe  it  has  become  practically  an  impossibility  for  us 
to  give  those  hearings  any  emphasis  that  we  would  give  were  they 
to  be  printed,  and  I  hope  that  Mr.  Williams  will  not  regard  me  or 
the  rest  of  us  as  desiring  to  be  unfair  if  we  have  the  matter  come  to 
us  in  printed  form  as  far  as  we  can. 

Mr.  Williams.  Well,  as  I  stated,  I  shall  be  glad  to  respect  the 
wishes  of  the  committee  and  make  my  oral  statement  as  briefly  as 
possible. 

(Senator  McjLean  had  to  leave  the  committee  to  attend  the  com- 
mittee on  Interstate  Commerce  and  Senator  Newberry  took  his  place 
as  chairman.) 

Senator  Wai^h.  Mr.  Williams,  T  was  not  here  the  other  day.  I 
haven't  heard  the  evidence  that's  been  offered  since  Mr.  Hogan 
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reappeared.     1  am  more  or  less  familiar  \^ith  the  case  up  to  that 
time.     I  imagine  ^ou  have  had  several  hearings  at  which  mt,  HogtJi 
went  over  the  Riges  case.     Now,  I  don't  know  whether  any  nev 
matters  were  brought  out,  thin^  that  need  explanation.     I  am  un- 
familiar with  that,' but  I  do  tmnk  that  the  committee  would  feel 
greatly  relieved  if  you  would,  in  writing,  submit  vour  answer  to  aU 
that  Mr.  Hogan  has  said  in  the  last  few  nearings  that  have  been  pre- 
sented here  and  that  it  would  save  the  time  of  the  members  of  the 
committee  and  would  expedite  matters  and  would  probably  mean  the 
closing  up  of  the  hearings  without  Mr.  Hogan  or  anybody  else  coming 
back,  and  I  want  to  be  fair  with  you  and  1  want  to  get  your  opinion 
about  the  wisdom  of  that  course.     Now,  perhaps  there  are  some 
things  that  have  happened  that  I  donH  know  about,  that  really  re- 
quire you  personally  to  explain,  but  I  am  leaving  that  to  your  own 
surest  ion.     I  make  that  suggestion  in  a  friendly  way. 

Mr.  Williams.  I  would  prefer  to  make  my  statement  to  the  com- 
mittee, but  in  deference  to  the  wishes  of  the  members  I  will  adopt 
the  suggestion  which  has  been  made  and  abbreviate  my  oral  state- 
ment tnis  morning  accordingly,  and  submit  the  balance  in  writing. 

Senator  Walsh.  Very  welL  You  shouldn't  consent  to  it,  Wr.  W^- 
liams,  if  it  in  any  way  will  jeopardize  or  interfere  with  your  right 
to  present  your  case,  but  if  you  would  do  it,  I  am  sure  it  would  help 
to  oring  an  end  to  the  hearings  and  I  think  the  committee  would 
appreciate  the  courtesy. 

Mr.  Williams.  I  would  be  very  glad  to  defer  to  your  expressed 
wishes,  Senator  and  gentlemen. 

Senatoi  Walsh.  Ain  I  expressing.  Senator  Page,  what  you  have 
in  mind,  your  wishes  in  the  matter? 

Senator  Paoe.  You  are.  I  am  forced  to  leave,  because  I  have  got 
other  matters  that  I  must  attend  to,  and  half  past  10  T  have  promisffi 
to  appear  at  another  committee. 

Senator  Wai^sh.'  Exactly. 

Mr.  Williams.  May  I  inquire,  before  I  make  my  very  brief  ond 
statement,  whether  there  are  an^^  communications  or  charges  od 
complaints  of  any  sort  which  have  been  made  to  the  chairman  or 
other  membere  of  the  committee  which  ought  to  be  considered  bj 
them  in  disposing  of  this  case?  Senator  McLean  assured  me  that 
as  far  as  he  was  concerned  that  statements  which  the  makers  were 
unwilling  to  come  openly  before  the  committee  to  prove  would  be 
disregarded  by  him  and  not  considered,  and  I  feel  sure  that  I  arc 
right  in  assuming  that  that  same  course  would  be  observed  by  tlh* 
other  Senators. 

Senator  Henderson.  I  think  you  are  safe  in  that  assumption. 

Senator  Walsh.  I  suppose  you  are  safe  in  the  assumption  thai 
you  need  answer  to  nothing  except  what  has  been  printed  ^n  th^  rec- 
ords here  and  that  no  Senator  will  form  any  opinion  upon  your 
confirmation  upon  other  than  facts  that  have  been  presenteil  in 
this  record. 

Mr.  WiLLLVAis.  I  am  moved  to  make  that  suggestion  partly  be- 
cause of  the  remark  made  by  Senator  Penrose  at  a  recent  meeting- 
I  subsequently  addressed  a  communication  to  Senator  Penrose  on 
that  subject  and,  after  waiting  a  couple  of  weeks  and  receiving  no 
reply,  I  took  the  liberty  of  writing  him  again,  but  neither  of  m^ 
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communications  have  been  answered,  and  I,  therefore,  shall  ask  the 
privilege  of  including  those  two  letters  in  the  record  at  the  proper 
time  in  the  ^Titten  communication  which  I  shall  address  to  the 
committee. 

Senator  and  gentlemen,  a  great  deal  has  been  said  in  these  hear- 
ings about  dummy  loans.  At  the  last  meeting  of  the  committee  you 
yourself,  I  think,  Mr.  Chairman,  addressed  an  inquiry  to  Mr.  Ho- 

f;an  in  regard  to  those  dummy  loans  and  seeking  some  explanation 
or  them.     In  reply  to  your  inquiry — 
(Here  Senators  Page  and  Walsh  left.) 

In  reply  to  your  inquiry,  Mr.  Hogan  in  explaining  or  attempting 
to  explain  the  dummy  loans  which  had  been  made  for  the  benefit 
of  or  for  account  of  Mr.  Henry  H.  Flathcr,  the  former  cashier  of 
the  bank,  said:  -He  first  referred  to  the  dummy  loans  made  for  the 
account  of  the  president,  Mr.  Glover,  and  then  said: 

Second.  Mr.  Henry  H.  Flather's  wife  was  a  victim  of  tuberculosis.  Mr.  Flather 
had  his  wife  at  Saranac,  in  the  hope  that  her  life  might  be  Faved.  Apparently  the 
effort  was  a  hopeless  one,  and  he  decided,  prior  to  her  death,  to  go  to  Saranac  ana  stay 
with  that  little  woman,  the  mother  of  his  only  child,  until  the  end  had  come.  He 
had  a  relative  named  Nevius  here.  He  had  Mr.  Nevius^ — Mr.  Flather  took  up  his  note, 
turned  over  his  collateral  to  Mr.  Nevius,  and  had  Mr.  Nevius  make  a  note  baeed  al- 
together on  Mr.  Flather's  collateral.  It  was  splendidly  margined,  tlie  loan  splendidly 
collateraled,  with  plenty  of  margin,  so  if  anv  question  might  come  up  in  hie  abeence, 
could  be  handled  by  Mr.  Nevius,  and  Mr.  Se^dus  could  do  anything  he  wanted;  but 
the  bank  loaned  the  money  on  the  face  of  the  collateral  which  belonged  to  Mr.  Flather. 
That's  another  thing  that  characterizes  a  dummy  loan. 

Now,  Mr.  ('hairman,  I  think  it  has  been  admitted  that  the  evil  prac- 
tices of  the  bank  in  regard  to  dummy  loans  was  one  of  the  tnings 
which  were  especiaUy  condemned.  If  you  will  recall,  it  was  the  re- 
fusal of  the  bank  to  furnish  information  in  regard  to  those  very 
dummy  loans  to  oflicers  and  to  members  of  the  families  of  officers 
which  precipitated  the  assessment  of  the  fine  of  $5,000  which  was 
imposed  in  1915.  The  bank  replied  to  that  communication  in  regard 
to  those  dummy  loans  and  other  loans  to  officers  and  employees  and 
claimed  that  they  had  no  dummy  loans  or  any  such  loans  of  tnat  sort, 
and  I  think  they  also  claimed  there  were  at  that  time  no  other  loans 
to  officers  in  the  bank.  Parenthetically,  here  let  me  dispose  of  a  ques- 
tion which  Mr.  —  a  point  which  Mr.  iJogan  made  at  the  last  hearing 
when  he  charged  that  I  had  claimed  that  the  bank  had  never  replied  to 
my  letter  asking  for  information  in  regard  to  dummy  loans — Janu- 
ary 22,  1915,  and  that  statement  of  his  is  absurd.  The  record  shows 
that  while  he  acknowledged  the  letter  and  replied  in  that  way  that 
he  never  did  reply  with  the  information  or  send  the  mformation 
which  was  calletl  for  and  it  has  been  patent  to  all  that  that  omission 
to  furnish  information  called  for  in  the  letter  of  January  22,  was  the 
occasion  for  the  assessment  of  tlie  fine. 

Now,  that  is  what  may  have  impressed  the  committee  as  a  plausi- 
ble excuse  for  Mr.  Henry  H.  Flather's  dummy  loans.  But  let  me  ask 
your  attention  gentlemen,  to  the  real  facts.  In  a  statement  before 
the  committee  as  reported  in  part  9  of  these  hearings,  I  said: 

I  will  illustrate  the  character  of  some  of  the  dunmiy  loans.  I  will  refer  to  the  tes- 
timony of  the  officers  of  the  Ri£:g8  National  Bank  before  the  national-bank  examiner, 
page  594,  volume  3,  of  the  February,  1919,  hearings.  Mr.  Smith  was  the  examiner 
conducting  the  examination. 
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Testimony  of  Henry  U.  Further. 

(The  witneee  was  duly  Bwom  by  Mr.  Trimble.") 

Mr.  SMrrH.  Mr.  Flather,  you  are  oashier  of  the  Kiggs  National  Bank,  are  you  not? 

Mr.  H.  H.  Flather.  Yes,  sir. 

Mr.  Smith.  In  table  No.  5.  under  date  of  August  22,  1911,  is  listed  a  note  of  B.  L. 
Nevius,  jr.,  $26,400;  and  in  the  same  table,  under  date  of  May  23,  1914,  is  a  note  of 
B.  L.  Nevius,  $24.()00,  with  a  notation,  '* Renewal  of  balance  of  loan  of  August  22, 
1911." 

Mr.  H.  H.  Flather.  What  was  that  last  renewal? 

Mr.  SMfTH.  May  23,  1914:  $24,000. 

Mr.  H.  H.  Flather.  What  is  it  you  want  to  know? 

Mr.  Smith.  Who  got  tbe  proceeds  of  those  notes? 

Mr.  H.  H.  Flather.  Oi  this  $24,000? 

Mr.  Smfth.  The  $24,000  is  the  renewal  of  the  $26,400.  is  it  not? 

Mr.  H.  H.  Flather.  I  got  it. 

Mr.  Smfth.  You  got  the  proceeds  of  the  $26,400? 

Mr.  H.  H.  Flather.  Whichever  one  it  was. 

Mr.  Smith.  The  $26,400  is  the  note  dated  1911? 

Mr.  H.  H.  Flather.  Just  let  me  see  [examining  book];  1911,  is  that.  Mr.  Smith? 

Mr.  Smith.  Yes;  1911. 

Mr.  H.  H.  Flather.  (examining  further).  Yes,  sir;  I  got  that. 

Mr.  Smith.  Wlio  paid  the  note  when  it  was  paid? 

Mr.  H.  H.  Flather.  I  did. 

Mr.  SMfTH.  Then,  all  the  time  from  April,  1911,  until  tliat  note  was  finally  paid  in 
1914,  you  were  carrying  a  note  in  the  bank  under  the  name  of  B.  L.  Ne\'iiiB? 

Mr.  H.  H.  Flather.  The  bank  was  carrying  a  note  of  B.  L.  Nevius. 

Mr.  Smfth.  The  bank  was  carrying  a  note  o?  B.  I..  Nevius? 

Mr.  H.  n.  Flather.  The  banlc  was;  yes,  sir. 

Mr.  Smith.  Of  which  vou  Kot  the  ])roceeds? 

Mr.  H.  n.  Flather.  (M  which  I  got  the  pn^ceeds. 

Mr.  Smfth.  And  which  you  paid? 

Mr.  H.  U.  Flather.  And  which  I  paid. 

Mr.  Smith.  In  ether  words,  you  were  brrrowing  from  the  bank  in  the  name  of  B.  L 
Nevius? 

r.  H.  U.  Flather.  I  was. 

Mr.  Smfth.  That  is  all. 

Mr.  II.  II.  Flather.  Of  course,  y(»u  did  not  speak  about  collateral. 

Mr.  Smith.  You  own  the  collateral? 

Mr.  II.  U.  Flather.  I  own  the  collateral.     I  just  wanted  to  state  that. 

I  will  say  that  Mr.  H.  H.  Flather,  in  addition  to  those  indirect  loans,  was  borrow- 
ing large  siims  consistently,  steadily,  right  along  from  the  bank  on  various  hi^  hly  6}>ec- 
ulative  securities.  He  was  cashier  of  the  bank  meanwhile,  and  had  a  private  wire 
jight  at  his  desk  connecting  with  the  stock-brokerage  offices. 

Now,  goiitleinen,  there  is  the  testimony.  There  is  the  excuse  which 
Mr.  Hogau  offered  for  Mr.  Flather's  auniniy  loans,  from  1911  to 
1914 — on  account  of  the  illness  of  his  w^fe  in  baranac,  w^here  he  went 
to  be  with  her.  Now^,  when  Mr.  Hogan  made  those  statements, 
(questioning,  as  I  think  I  had  a  right  to  do,  the  correctness  of  any 
statement  which  he  has  made  before  the  committee,  I  thought  it 
pertinent  to  ascertain  when  Mrs.  Flather,  the  wife  of  Henry  H. 
Flather,  passed  away.  I  therefore  made  inc^uiry  and  ascertained 
from  the  department  of  health  that  Mrs.  Flather  had  been  dead 
more  than  four  years  before  that  dummy  loan  was  made  as  reportetl 
in  1911,  according  to  this  testimony  here.  Now,  I  ask  you,  gentle- 
men, what  you  can  think  of  the  testimony  of  any  man  w4io  would 
attempt  in  such  a  manner  as  that  to  impose  upon  your  committee 
and  to  explain  in  such  a  maimer — in  such  a  way  as  tliat  the  dummy 
loans  to  the  former  cashier  of  this  bank?  If  you  desire  it,  I  call 
readily  obtain,  T  have  no  doubt,  a  certificate  from  the  department  of 
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health  iis  to  the  death  of  Mrs.  Flather;  I  suppose  that  is  unnecessary; 
hut  I  am  informed  by  the  department  that  her  death  occurred  more 
than  four  years  before  those  dummy  loans  to  which  Mr.  Hogan 
refers  and  which  are  referred  to  in  the  testimony  there,  were  made. 

I  hardly  tliink  it  is  worth  while  for  me  to  take  up  much  of  the 
time  of  your  committee  in  descanting  on  such  an  incident  as  that. 

Mr.  chairman,  you  made  inquiry  of  me  in  regard  to  the  examina- 
tions of  the  banks.  At  the  last  meeting  of  the  committee  Witness 
Hogan  consumed  much  time  before  your  committee  with  a  malicious 
assault  upon  the  Comptroller's  Bureau  for  its  alleged  omission  to 
make  eacii  year  the  two  examinations  of  all  national  banks.  I  fully 
explained  to  your  committee  the  reasons  which  made  it  impracticable 
to  comply  immediately  with  the  provisions  of  the  section  of  the 
Federal  reserv^e  act  which  directed  tnat  there  should  be  two  examina- 
tions made  each  year  of  all  national  banks,  and  I  will  again  state 
briefly  the  situation  in  this  respect.  Before  the  passage  oi  the  Fed- 
eral reserv^e  act  the  national-bank  examiners  were  paid  upon  the  fee 
system,  and  not  upon  a  salary^  basis.  The  tendency  was  to  complete 
the  examination  as  auickly  as  possible  and  then  go  to  the  next  one. 
The  maximum  fee  allowed  to  examiners  in  many  cases  was  wholly 
insufRcient  to  pay  examiners  for  the  time  which  an  effective  exami- 
nation would  rec^uire.  It  happened  also  that  in  some  of  the  smaller 
banks  where  the  fees  were  light,  conditions  were  such  as  to  demand 
careful  investigation  and  many  days  of  the  examiner's  time.  A 
conscientious  examiner,  therefore,  freciuently  found  that  the  amount 
which  he  received  as  a  fee  was  wholly  insufficient  to  pay  his  ex- 

genscs  and  board  bills  involved  in  the  examination  of  some  banks. 
>n  the  salary  system,  examiners  are  instructed  and  required  to  de- 
vote to  the  examination  all  the  time  that  is  necessary  to  make  the 
examination  thorough  and  efficient  and  to  protect  tlie  interests  of 
depositors  and  shareholders. 

The  Federal  reserve  act  was  approved  on  December  23,  19^13,  but 
it  was  not  until  November  16,  1914,  that  the^  new  system  went  fully 
into  effect,  and  shortly  thereafter  the  entire  system  of  national-bank 
examinations  was  revised.  The  country  was  divided  under  my  ad- 
ministration of  the  Comptroller's  Bureau  into  the  12  examination 
districts,  each  in  charge  of  a  chief  examiner  under  whose  immediate 
supervision  the  field  examiners  worked.     It  was  thought  wisest  to 

Cut  into  effect  properly  the  plan  of  thorough  examination  of  national 
anks,  rather  than  ti>  continue  even  temporarily  the  old  system 
under  which  many  hasty  and  incomplete  examinations  have  been 
possible.  And  we  then  proceeded  to  build  up  and  increase  the  ex- 
amining force,  selecting  and  training  men  for  work  as  examiners. 
In  the  year  1914  tliere  were  in  operation  on  June  30,  7,525  national 
banks.  The  total  number  of  national-bank  examinations  made  for 
that  year,  including  553  special  examinations,  was  13,713,  or  about 
91  per  cent  of  the  number  of  examinations  contemplated  by  the 
amendment  to  the  law.  In  the  calendar  year  1915,  oeing  the  first 
calendar  year  after  the  inauguration  of  the  Federal  Reserve  System, 
and  while  the  country  was  being  redistricted  and  adjusted  to  the 
new  methods  of  examination,  the  number  of  bank  examinations  was 
11,154,  including  687  special  examinations. 
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Senator  Henderson.  Right  there,  please.  Do  I  understand  Mr. 
Ilogan  charged  you  with  failure  to  make  these  examinations  all  over 
the  country,  or  did  he  limit  it  to  the  District  of  Columbia  ? 

Mr.  Williams.  I  understood.  Senator,  that  he  chareed  delin- 
quencies all  over  the  country.  That  was  my  understanmng  of  the 
testimony,  and  I  was  asked  to  present  figures  for  the  whole  country. 

The  CuAiRMAN.  I  asked  Mr.  Williams  to  submit  a  list  of  each  year 
since  he  had  been  the  comptroller  of  the  total  number  of  banks  and 
the  number  of  banks  in  which  the  statutory'  examinations  have  been 
made  in  each  year. 

Mr.  Williams.  And  I  am  now  giving  that  list. 

Senator  Henderson.  I  was  under  the  impression  Mr.  Hogau  sim- 
ply referred  to  the  District  of  Columbia  in  his  first  stat<»ment  here. 

Air.  Williams.  Well,  his  first  statement,  yes;  but  not  I  think  in  his 
last,  as  I  recall;  but  anyhow  I  was  requested  to  present  the  figures 
for  the  whole  country,  which  I  am  doing  now.  In  the  calendar  year 
1915,  being  the  first  calendar  year  after  the  inauguration  of  the 
Federal  Reserve  System,  and  while  the  country  was  oeing  redistrib- 
uted and  adjusted,  the  number  of  national-bank  examinations  was 
11,184,  mcluding  798  special  examinations,  but  while  we  were  some- 
what behind  in  examinations  by  the  examiners  I  ask  your  special 
attention  to  the  fact  that  the  Comptroller's  Bureau  obtained  m  the 
year  1915,  7,645  more  sworn  reports  of  condition  from  the  national 
banks  themselves  than  had  been  gott<.»n  in  previous  years,  and  these 
reports  were  all  examined  and  analyzed,  thus  keeping  the  office 
in  closer  touch  with  the  banks.  In  tne  year  1916  there  were  7,579 
national  banks  in  operation  June  30,  ancf  a  total  of  12,492  national- 
hank  examinations,  including  621  special  examinations,  made  in 
that  year. 

The  Chairman.  Exactly  what  do  you  mean  by  special  examina- 
tions i 

Mr.  Williams.  Examinations  beyond  the  number  required  by  law. 
If  the  l)ank  seems  to  be  in  a  condition  re(iuiring  a  special  examina- 
tion, an  examiner  is  sent  there. 

The  Chairman.  If  the  bank's  condition  is  not  satisfuctorv^  to  you^ 

Mr.  Williams.  Yes,  sir. 

The  Chairman.  Without  asking  you  to  do  it  now,  couldnH  that  be 
simplified  by  giving  just  the  two  sets  of  numbers  I  asked  for  later- 
showing  the  number  of  banks  that  had  two  examinations  each  vear? 

Mr.  Williams.  Certainly.  You  may  find  here  all  that  you  want 
when  I  get  through.  In  the  year  1915  tnere  were  1,579  national  banks 
in  operation,  and  a  total  of  12,492,  including  621  special,  examina- 
tions in  that  j'ear,  the  aggregate  number  of  examinations  amounting 
to  about  82  V  per  cent  of  the  amount  contemplated  by  law.  While 
there  was  a  shortage  in  the  number  of  exanunations  by  examiners, 
attention  is  called  to  the  fact  that  in  1916  w^e  obtained  from  the  banks 
7,584  sworn  reports  of  the  conditions  beyond  the  number  required  by 
law. 

The  Chairman.  Of  course,  the  bank  examiners  had  nothing  to  do 
with  the  making  of  those  sworn  reports. 

Mr.  Williams.  They  were  examined  by  the  Comptroller's  Bureau 
in  Washington  and  the  banks  were  communicated  with  if  they  needed 
attention.     In  the  year  1917  there  were  7,604  national  banks  in  opera- 
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tioji  June  30,  and  13,274  examinations,  including  682  special  ex- 
aminations, in  that  year-  87  ])er  cent  oi  the  examinations  remiired 
hy  law.  In  the  same  year  also  the  ComptroUer's  Office  kept  closely 
in  touch  with  the  condition  of  the  banks  bv  securing:  from  the  na- 
tional  hanks  7,662  more  sworn  reports  of  conditions  than  the  law 
required.  On  June  30,  1918,  there  were  7,705  national  banks,  and 
during  that  year  13,074  examinations  were  made,  including  78S 
special  examinations,  the  examinations  made  covering  about  85  per 
cent  of  the  number  contemplated.     As  against  a  shortage  of  about  15 

f)er  cent  in  the  number  of  national-bank  examinations  provided  for  by 
aw,  I  caU  attention  to  the  fact  that  in  1918  the  ComproUer's  Bureau 
secured  from  the  banks  7,767  more  sworn  reports  of  conditions  than 
the  law  required.  In  the  year  1914  only  4  national  banks  were  not 
examined;  in  1915,  11;  1916,  7;  1917,  5;  and  in  191S,  15. 

llie  Chaihman.  Not  examined  at  all? 

Mr.  Williams.  No.  Out  of  about  7,600  or  7,700.  Since  1914  we 
have  lost  by  resignation  or  otherwise  109  national-bank  examiners — 
more  than  the  total  number  on  duty  in  1914.  These  losses  arose 
largely  from  two  causes — entrance  into  the  Army  and  resignations 
to  take  positions  with  banks.  The  training  which  national-bank  ex- 
aminers received  in  this  bureau  seems  so  higlily  regarded  in  the 
banking  fraternity,  that  the  ranks  of  examiners  are  c^^nstantlj"  de- 
pleted by  the  alluring  offers  made  examiners  to  become  officers  of  im- 
portant banks  in  the  different  sections  of  the  country,  not  only  in  the 
held  but  among  the  chief  bank  examiners,  about  two-thirds  of  whom 
during  the  past  two  years  resigned  to  accept  important  ])08itions 
with  leading  banks.  "With  regard  to  examinations  in  the  District 
of  Columbia,  I  beg  to  advise  that  there  were  in  the  District  in  1914 
57  banking  institutions,  hicluding  national-  banks,  saving  banks, 
trust  companies,  building  and  loan  associations,  subject  to  examina- 
tion by  this  bureau.  In  1913,  before  my  incumbency  in  office,  these 
institutions,  required  to  give  two  per  bank,  and  received  only 
about  75  per  cent  of  the  number  of  examinations.  In  1914,  unider  my 
administration,  they  received  about  84  per  c^nt;  in  1915,  about  68 
per  cent;  in  1916,  about  74  per  cent:  in  1917,  about  84  per  cent;  in 
1918,  about  77  per  cent.  Number  of  examinations  made  in  1913 
being  85:  1914,  96:  1915,  7S:  1916,  90:  1917,  106:  1918,  100.  During 
the  period  of  my  administration  as  comptroller — ^rather  let  us  say 
from  January,  1914,  to  June  30.  1919  -  this  bureau  has  received  and 
analyzed  reports  of  examiners  and  reports  of  cx)n(Uti()ns  of  the  banks 
under  its  supervision  approximately  315,000  reports,  an  average  of 
about  58,000  reports  per  annum. 

I  idso  call  your  attention  to  the  fact  that  the  total  number  of  re- 
ports received  and  examined  by  this  bureau  in  this  period  exceeds 
by  more  than  35,000  the  number  which  it  was  required  to  oJ>tain  by 
law. 

The  CiiAiKMAX.  Mr.  Williams,  if  you  will  please*  send  to  the  com- 
mittee to  acconxpany  tliat  statement  the  information  that  I  asked  for, 
which  was  the  number  of  banks  (»ach  year  that  had  had  two  examina- 
tions as  required  bv  law. 

Mr.  WiuuAMs.  Ii'es. 

In  a  statement  before  this  conunittee  on  September  the  2d  the 
witness  Hogan  requested  that  I  be  called  upon  to  pnuluce  nine  sets 
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of  documents  and  papers  of  different  kinds,  including  copy  of  my 
private  diary,  relating;  to  the   Kiggs  controversy,    and    then   ma«:  • 
the  l)jdd  statement    that   if  those  documents  should   ho  fumishet'. 
"There   wiU   he   found   not    only   refutations   of  hut    mathomatica' 
demonstrations  of  the  culpahh*  falsity  of  many  of  the  all-important 
allegations  put  into  this  report  hy  Afr.  Wilhams/'     He  also  boasted 
that  he  would  *' demonstrate  to  this  committee  l)eyoiid  peradventur* 
of  a  doubt   or  possibility  of  cavil  when  Mr.  Williams   brings  in  n 
statement  alleged  to  be  based  on  the  record.     The  statement  is  in  0^* 
per  cent  of  the  instances  entirely  false. ^^     1  have  responded  fully 
with  this  reciuest  for  papers  in  accordance  with  the  ctill  of  this  coni- 
mitte(^  and  tne  documents  are  now  hefore  you,  but  these-  documents 
so  far  from  refuting  my  previous  testunony  or  showing  inaccuracies 
in  former  statements  aU  prove  the  brazen  falsity  of  the  statements 
made  by  Mr.  Ilogan.     It  was  at  the  hearing  on  September  4  that  the 
document  and  papers  which  the  committee  requested  me  to  present 
were  ])resented.     The  list  of  loans  made  by  the  various  national 
banks  in  the  District  to  their  officers,  employees,  and  directors  was 
submitted  so  as  not  to  disclose  as  to  banks  other  than  the  Riggs  tho 
amounts  which  they  were  respectively  lending  to  officers,  eraploA'Ces. 
and  directors.     The  Riggs  Bank  was  identified  so  that  the  compari- 
son might  be  made  by  tiie  committee  as  to  the  standing  of  the  Hig^ 
relative  to  the  otlu»r  banks  of  the  District  which  I  understood  was 
what  was  desired. 

The  reports  of  the  national-bank  examiners  from  which  tables 
were  drawn  were  also  laid  before  the  committee  for  use  in  executive 
session  if  they  desired  them,  and  also  for  executive  use  there  were 
submitted  copies  of  letters  written  to  other  national  banks  regardincj 
loans  to  their  officers  and  directors  covering  the  period  requested. 
The  only  other  information  which  was  sul)niitted  for  use  in  executive 
session,  as  1  recall,  were  the  leaves  from  my  private  diary.  I  in- 
formed you  that  the  pages  wliich  I  presented  to  you  at  that  time  were 
for  use*  m  executive  session  if  you  should  desire  to  cover  all  entries 
made  by  me  in  that  diarv  relating  to  correspondence  or  conversa- 
tions had  by  me  with  either  the  Secretary  oi  the  Treasury  or  any 
other  Treasury  official,  the  Attorney  General  or  any  other  officiiil 
of  the  Department  of  Justice,  any  officer  or  officials  of  the  Riggs 
National  Bank  relating  to  the  Riggs  Bank  controversy  and  litigation. 

Ab  you  have  indicated,  Mr.  Chairman,  upon  more  than  one  occasion 
that  it  may  be  well  for  me  to  deny  specifically  each  charge  made 
against  me  w^hich  is  untrue,  that  it  may  be  necessary  for  me  to  im- 
pose upon  your  patience  by  calling  to  your  attention  some  of  the 
additional  misstatements  made  by  the  \vitncss  Hogan.  I  desire  to 
donoimce  any  charge  which  reflects  in  the  least  degree  upon  the  integ- 
rity and  fidelitv  of  my  administration,  and  if  by  chance  there  is  anv 
charge  or  complaint  in  the  past  which  has  not  been  specifically  denied, 
I  ask  that  it  be  brought  to  my  attention  and  I  w^ill  expose  its  lalseness. 
Referring  to  some  of  the  loose  and  false  statements  made  by  Mr. 
Hogan,  1  find  that  on  page  6,  testimony  of  September  4,  charges  that 
I  was  denouncing  ''the  Kiggs  National  Bank  and  its  oflftceriTfor  the 
sole  reason  that  the  bank  officers  had  loans  with  their  own  institu- 
tion." The  record  of  the  Riggs  Bank  teems  with  flagrant  instances 
of  violation  of  law^  and  of  regulations  of  the  TreasuryDepartment. 
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The  records  also  show  that  in  the  matter  of  loans  to  their  officers 
that  no  other  national  bank  in  Washington  prior  to  the  time  the 
Riggs  Bank  was  required  to  reform  ever  approached  in  that  respect 
the  offenses  of  which  the  Riggs  Bank  was  guilty.  The  record  further 
shows  that  when  other  national  banks  were  found  to  be  lax  in  that 
respect  they  were  promptly  warned  and  criticized.  Mr.  Hogan's 
claim,  on  page  7  of  the  nearings  of  September  4,  that  the  records 
show  that  the  comptroller  was  '*the  instrumentality  through  which 
other  banks  in  the  District  habitually  short  in  their  reserves  were 
having  constantly  increasing  Government  deposits"  is  entirely  false 
and  wholly  incapable  of  substantiation. 

Mr.  Hogan  attempted  to  misrepresent  Examiner  Trimble^s  testi- 
mony, and  to  confuse  the  occasion  on  which  he  was  subpoenaed  with 
the  visits  it  was  necessary  for  him  to  make  to  the  district  attorney 
regarding  the  developments  of  his  investigation. 

Phis  office  lias  presented  the  statement  called  for  showing  work 
upon  which  Examiner  Trimble  was  engaged  in  1915  and  the  several 
months  when  he  was  occupied  in  unraveling  the  thousands  of  unlaw- 
ful transactions  engaged  in  by  the  Riggs  National  Bank  and  its  offi- 
cers, including  the  transaction  in  which  the  civshier  of  the  bank  had 
defrauded  customei-s  of  the  bank  for  whom  he  was  acting,  or  sup- 
posed to  be  acting,  in  a  fiduciary  capacity. 

In  the  hearing  of  September  4  Mr.  Hogan  recharged  that  the  Riggs 
Bank  had  been  subjected  to  persecution  because  two  of  its  officers 
had  opposed  before  the  committee  m}'  confirmation  as  comptroller. 
He  claims  that  the  comptroller's  determination  to  stop  the  unlawful 
and  irregular  practices  of  the  bank  was  wholly  spite  work.  His 
suggestion  is  scarcely  worth^^  of  notice.  Since  1  have  been  Comp- 
troller of  the  Currency  it  has  been  my  aim  and  object  to  administer 
my  office  without  fear  or  favor  and  to  require  all  banks,  large  and 
small — those  claiming  to  possess  the  largest  degree  of  ''pull"  as  well 
as  the  most  defenseless  or  most  obscure — to  obejr  the  law  of  the  land 
and  conform  to  the  princijJes  of  sound  bankiiig,  and  the  many 
thousands  of  letters  of  criticism  which  tliis  office  writes  yearly 
will  bear  witnass  to  this  fact.  Where  violations  of  law  are  dis- 
covered by  examiners  they  are  fully  reported  to  the  Department 
of  Justice.  This  office  htis  nothing*^  to  do  with  their  prosecution 
beyond  furnishing  the  results  of  the  examiners^  investigations  and 
having  examiners  testify  when  called  upon  to  do  so  by  the  Depart- 
ment of  Justice,  ft  is  true  that  three  of  the  officers  of  the  Kiggs 
National  Bank  were  indicted  for  crime  and  upon  trial  they  were 
acquitted.  Hundreds  of  other  officers  of  national  l)anks  have  also 
been  indicted  as  result  of  investigations  by  national-bank  examiners, 
and  the  official  record  shows  that  in  the  four  years  ending  November 
1,  101 S,  174  presidents,  vice  presidents,  ctushiers,  and  others  were  con- 
victed and  sentenced  to  various  terms  of  imprisonment  and  fined  for 
violation  of  criminal  laws  in  bank  cases.  None  of  the  officers  thus 
sentenced  had  over  testified  against  the  Comptroller  of  the  Currency 
before  a  Senate  committee,  and  the  officers  of  the  Riggs  National 
Bank  who  opposed  my  confirmation  and  were  indicted  for  perjunr 
were  eventuallv  acquitted  after  Mr.  Hogan  took  the  stand  and  ad- 
mitted it  was  his  deft  hand  that  drew  the  affidavit  and  that  it  was 
upon  his  advice  they  had  signed  the  affidavit. 
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On  pages  12  and  13  of  the  hearings  of  September  4,  in  response  to 
a  question  from  the  chairman  to  Mr.  Hogaii  as  to  \irhat  he  expected 
to  show  by  the  production  of  my  diary,  the  witness  declared  tnafc  lie 
expected  to  prove  that  my  statement  that  I  took  no  part  in  endeavor- 
ing to  bring  about  the  indictment  of  the  Riggs  Banx  oflSc^^rs  was  in- 
correct, and  ho  adds  that  my  divers  statement  regarding  mjself 
and  my  activities  would  bo  sufficient  disclosures  to  show  just  what  I 
did  in  that  regard  and  what  my  motives  were. 

On  page  21  of  the  same  hearings,  referring  to  entry  in  my  diazy. 
May  21,  1917,  Mr.  Hogan  said: 

The  May  2l8t,  J917,  entry  in  this  loose  diary  shows  the  information  I  want  for  other 
years,  which  is  this:  When  Mr.  Williams  was  endeavoring  to  have  these  men  indicted 
tor  in  any  manner  being  concerned  with  the  Riggs  National  BanJc  or  its  officers  be  out 
in  his  loose  leaf  diary  what  he  did  and  what  he  said  with  the  rommendations  of  iiis 
actions  during  the  years  1914,  1915,  and  1916,  when  this  prosecution  was  going  on. 
That  would  be  veryenlightening,  and  the  elaborate  excerpt  of  May  21,  1917,  just  rewl 
proves  conclusively  they  must  be  there. 

The  Chairman.  Was  not  that  all  stricken  out — all  reference*  to 
your  diary  and  the  quotation  from  it? 

Mr.  Williams.  I  am  ouoting  from  the  record  of  the  proceedings 
which  was  handed  me.  The  extract  itself  was  stricken  out  but  not 
Mr.  Hogan's  comment  upon  it. 

The  (Siairman.  My  understanding  was  that  the  chairnrian.  Senator 
McLean,  had  it  all  stricken  out. 

Mr.  Williams.  No;  the  record  is  here,  Mr.  Chainnan,  and  this 
remains  in  it.  Now,  Mr.  Chairman,  for  the  enlightenment  of  the 
committee,  I  propose  to  read,  including  names  of  individuals,  ex- 
cept in  cases  where  it  may  seem  improper  to  use  the  names  without 
their  permission,  in  every  entry  in  my  aiary  for  1914,  1915,  and  1916 
regarding  the  Riggs  Bank  controversy  concerning  conversations  on 
correspondence  with  either  the  Secretary  of  the  Treasury  or  any 
other  Treasury  official,  the  Attorney  General  or  any  other  official 
of  the  Department  of  flustice,  or  any  officer  or  director  of  the  Riggs 
National  iJank. 

The  Chairman.  In  accordance  with  Senator  Henderson  s  sugges- 
tion, which  met  with  the  approval  of  the  other  members  of  the  com- 
mittee present,  my  understanding  is  that  extracts  from  your  diary 
should  not  be  put  in  unless  the  entire  diary  was  given  us  for  publicity. 
The  committee,  in  other  words,  did  not  wish  to  take  your  diary  in 
executive  session  and  pry  into  your  personal  private  thoughts, 

Mr.  Williams.  I  am  perfectly  willing  to  give  the  committee  all  of 
these  entries  that  I  refer  to,  but  not  to  publish  them  out  of  deference 
to  others  I  would  prefer  we  should  go  into  executive  session  and  that 
they  be  not  published;  but,  however,  if  you 

The  Chairman.  I  would  like  Senator  Henderson  to  express  him- 
self. 

Senator  Henderson.  My  suggestion  was  that  in  view  of  the  fact 
that  Mr.  Hogan  had  made  that  statement  relative  to  your  personJ 
diary,  that  you  make  it  over  to  the  conmiittee  to  use  at  kny  time  they 
want  to  use  it.  That  would  close  that  incident  and  show  your  gooil 
faith  and  willingness  to  submit  to  the  committee  anything  in  it  in 
regard  to  his  charge. 

Mr.  Williams.  Now,  Mr.  Chairman,  if  you  desire  to  do  so,  may  I 
suggest  that  the  committee  hold  in  abeyance  its  desires  or  wishes  as 
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to  such  portions  of  that  diary  as  I  surest  should  go  into  executive 
session,  but  I  would  like  the  opportunity,  for  the  information  of  the 
committee,-  in  view  of  the  statements  of  Mr.  Hogan  which  have  gone 
into  the  record,  to  read  several  of  those  entries. 

The  Chairhan.  Of  course,  the  committee  does  not  wish  to  inter- 
fere in  the  slightest  way  with  your  own  method. 

Senator  Henderson,  rfo;  but  this  is  the  whole  question  there.  If 
you  are  going  to  submit  one  portion  of  your  diary,  Mr.  Hogan  wUl 
nave  theright  to  ask  to  examme  the  whole  diary. 

Mr.  Williams.  I  am  perfectly  willing  that  the  committee  in  execu- 
tive session  shall  have  the  conndentialas  well  as  the  other  portions, 
but  I  would  like  to  bring  out  certain  extracts  from  that  diary  which 
I  see  no  objection  to  giving  publicity  to. 

Senator  Henderson.  I  do  not  see  the  need  of  that.  That  is  how 
the  matter  stands  in  my  mind  now. 

Mr.  Williams.  Mr.  Chairman,  then  I  ask  this  privilege,  anyhow. 
In  view  of  the  statements  in  the  record  of  Mr.  Hogan  relating  to  this 

Particular  entry  of  May  21,  1917,  I  ask  permission  to  reproduce  that, 
think  that  is  fair. 

The  Chairman.  I  could  hardly  reverse  the  attitude  of  the  com- 
mittee expressed  by  the  chairman  that  it  was  to  be  stricken  out.  I 
think  your  position  is  perfectly  correct.  You  have  submitted  your 
dairy  m  toto — placed  it  before  the  committee — and,  if  my  recollec- 
tion is  good,  that  the  committee  was  satisfied  with  your  submission 
of  the  diary  and  asked  if  you  would  take  it  away,  as  they  did  not 
wish  to  pry  into  it.  I  think  if  you  will  kindly  omit  the  questions 
from  the  dairy 

Mr.  Williams.  Well,  this  is  a  very  extraordinary  position  to  be 

Eut  into,  for  the  committee — for  the  witnesses  of  the  other  side  who 
ad  clamored  for  the  dairy,  or  rather,  for  the  committee  to  be  de- 
clining or  unwillingto  put  it  in  and  for  me  to  be  offering  it  so  freely. 
The  Chairman.  The  attitude  of  the  committee,  it  seems  to  me,  is 
entirely  complimentary  to  yourself,  Mr.  Williams,  and  certainly  no 
reflection  on  you.  They  acknowledge  receipt  of  tne  diary,  and  are 
satisfied  with  its  submission  without  printing  it. 

Mr.  Williams.  Well,  then,  Mr.  Chairman,  we  will  lay  aside  that 
question  for  the  moment,  and  I  ask  permission  to  introduce  a  tele- 
gram which  I  sent  to  Gen.  Charles  G.  Dawes,  former  Comptroller 
of  the  Currency,  on  September  8,  1919.     I  want  to  frankly  state  to 

Jou  that  this  tele^am  which  I  have  addressed  to  Gen.  Dawes  re- 
Ltes  to  that  entry  m  my  diary,  but  as  the  telegram  has  not  an  answer 
in  the  diary,  and  as  it  has  occurred  since  the  meeting  of  the  commit- 
tee, with  your  permission  I  should  like  to  read  that  tel^ram  and  his 

rerfy. 
The  Chairman.  I  have  no  objection  at  all. 

[Telegram.] 

Treasury  Department, 

WaskingUm,  September  8,  1919, 
Gen.  Charles  G.  Dawes, 

Waldorf  Astoria, 

New  York,  N.  Y.: 

At  recent  meeting  Senate  Banking  and  Currency  Committee,  Hogan,  former  attorney 
for  RiggB  Bank,  asked  that  I  be  requested  to  submit  to  committee  my  personal  diary 
with  special  reference  to  entries  relating  to  Riggs  controversy.    I  have  arpressed  to 
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committee  my  willingness  to  comply  so  far  as  I  am  concerned.     In  my  diary,  mider 
date  of  May  21,  1917,  I  find  an  entry  to  the  effect  that  you  had  callea  th&t  morni^; 
to  pay  your  respects,  that  being  the  first  time  you  had  been  in  Washington  since  I 
haa  been  comptroller,  and  had  commended  my  administration  of  office  and  had  stated 
that  in  the  Riggs  Bank  case  you  had  taken  pains  to  read  both  sid.es  and  thought  I  had 
clearly  demonstrated  correctness  my  position:    that  you  alao  highly  commended 
Secretary  McAdoo's  administration  of  the  Treasury  and  that  he  woulil  go  down  ia 
history  as  one  of  the  great  men  of  the  time.    May  1  ask  if  you  have  any  objection  to 
my  including  diary  entry  relative  to  your  visit  with  other  excerpts  from  diary  whidi 
I  intend  to  lay  before  committee?    Am  gratified  to  inform  you  that  although  inve^ 
tigation  has  been  going  on  off  and  on  over  six  months,  not  a  single  one  of  the  S5.000 
officers  and  employees  of  about  8,000  national  banks  under  my  supervision  has  ap- 
peared voluntarily  before  committee  to  make  complaint,  and  testimony  of  only 
national  l>ank  executive  officer  who  has  appeared  in  response  to  summons  from  con- 
mittee  was  shown  to  be  substantially  false  from  start  to  nnish.     'Regret  sincerely  thil 
I  was  absent  a  few  da\'B  ago  when  you  called  at  comptroller's  office.     Let  me  tak« 
this  occasion  to  offer  you  my  warm  congratulations  upon  the  splendid  8er\'ic6B  rw 
rendered  our  country  in  France  in  the  hour  of  need  and  upon  the  unseltish  patriotism 
and  excellent  ability  which  have  characterized  your  work. 

John  Skelton  Wn^UAiis. 

ANSWER   OP  OEN.   CHARLES   O.    DAWES. 

[Western  Union  Telegram.] 

John  Skelton  Williams, 

CoTiiptroller  of  Currency  ^  Washington,  D.  C: 

Telegram  received.    Have  no  objection  to  your  quoting  diary. 

Charles  G.  Dawes. 

The  Chair^un.  Is  that  a  personal  telegram  or  official  business! 

Mr.  Williams.  Personal,  and  the  answer  is. 

Senator  Henderson.  That  refers,  of  course,  to  the  entry  made  on 
May  21  that  you  read  here  some  days  ago  ? 

}Jlr.  Williams.  Yes. 

Senator  Henderson.  Did  Mr.  Hogan  make  any  special  reference  to 
that  before  you  read  it  ? 

Mr.  Williams.  No;  but  he  commented  on  it  after  I  had  read  it. 
This  comment  of  his  is  what  I  have  just  read  a  few  minutes  ago. 
Then,  I  had  expected,  Mr.  Chairman  and  gentlemen,  to  follow  that 
up  w4th  the  other  excerpts,  but  I  understand  it  is  your  wish  that 
should  pass  those  bv. 

On  page  12  of  the  testimony  of  September  5  Mr.  Hogan  clain^ 
that  I  sent  to  the  committee  certain  letters  and  communications  after 
I  had  announced  that  ^'I  was  entirely  through. '*  That  statement  b 
entirely  untrue.  I  never  represented  to  this  committee  that  I  had 
completed  my  answers  to  the  many  false  statements  which  were  be- 
ing presented  to  your  honorable  committee,  but,  on  the'^contrary, 
when  your  committee  adjourned  in  July  it  was  with  thefexpressed 
understanding  that  I  should  have  the  opportunity  of  putting  into 
the  record  further  statements.  This  the  record  clearly  shows.  Mr. 
Hogan  on  different  instances  consumed  much  of  your  valuable  time 
listening  to  his  repetition  of  my  denunciations  of  the  false  statements 
with  which  he  and  other  witnesses  have  crowded  this  record.  I  now 
declare  that  I  consider  the  strong  language  I  have  used  w^ell  justified, 
and  also  caU  attention  to  the  fact  that  my  strong  denunciations  of  his 
false  statements  have  been  fully  warranted.  I  think  the  committee 
has  noted  the  savage,  persistent,  and  vindictive  character  of  the  at- 
tacks upon  me. 
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Mr.  Hogan  next  takes  up  the  perjury  case  and  charges  that  I  was 
responsible  for  the  indictments  and.  second,  that  Mr.  Untermyer 
offered  to  prevent  the  indictment  of  tne  Riggs's  officers  if  the  Rigffs's 
officers  should  resign,  and  that,  third,  that  I  was  coenizant  of  tnat 
offer.  All  three  statements  are  wholly  untrue,  as  tne  records  will 
show.  I  ask  your  attention  to  the  following  excerpts  from  the  testi- 
mony by  Mr.  Laskv,  pages  388  and  389  of  these  hearin^rs.  Mr. 
Lasky  testified  as  follows: 

That  affidavit  8tate<l  that  '*the  said  bank  never  at  any  time  bought  or  sold  any 
stock  whatever  from  or  throui^h  the  firm  of  Lewis  Johnson  &  Co. ;  that  the  Rig)^  National 
Bank  never  at  any  time,  from  its  orgmization  to  the  present,  ever  made  a  ehort  sale  of 
stock  to  or  through  Lewis  Johnson  &  Co. ;  that  if  there  are  any  entries  on  the  books  of  the 
bank  or  firm  of  Lewis  Johnson  &  Co.  which  purport  to  show  that  the  Riggs  National 
Bank  bought  stock,  sold  stook,  or  made  short  sales  those  entries  are  false. 

At  the  time  the  affidavit  was  read,  or  the  day  after  it  was  presented,  it  was  called  to 
the  attention  of  the  court  that  it  was  a  serious  matter;  that  it  presented  a  direct  con- 
trafliction  between  the  two  affidavits,  and  either  one  was  false  or  the  other  was  false. 

After  the  argument  of  the  case  was  over,  the  court,  Mr.  Justice  McCoy,  //poke  to 
me  about  that  affidavit  and  stated  that  in  his  opinion  it  was  a  matter  to  be  presented 
to  the  grand  jury. 

There,  gentlemen,  is  the  statement  of  the  district  attorney  that  it 
was  the  judge  hearing  the  equity  trial  who  first  suggested  tnat  that 
affidavit  should  be  presented  to  the  grand  jury.  Continuing  to  quote 
Mr.  Lasky: 

There  was  an  investigation  made,  the  records  of  the  bank  were  searched  to  trace  the 
stock  transactions  referred  to  in  the  Wesley  Bennett  affidavit,  and  the  results  of  those 
investigations  were  communicated  to  me.  It  was  my  duty,  of  course,  t^  consider 
whether  or  not  that  affidavit  was  false  and  whether  it  was  willfully  false.  I  conferred 
with  the  then  Attorney  General,  Mr.  Gregory,  and  iji  an  interview  I  had  with  him  at 
which  no  one  was  present  but  him  and  myself,  he  stated  that  it  was  for  us — that  is, 
himself  and  mysell— to  determine  whether  or  not  the  matter  should  be  pr^ented  to 
the  grand  jury,  and  that  he  would  rely  upon  my  judgment,  after  an  investigation  of 
the  facts,  as  to  whether  or  not  the  affidavit  was  false,  and  willfully  false. 

I  made  such  an  investigation,  and  told  him  that  in  mv  opinion  it  was  willfully  false. 
He  told  me  then  to  pro'ec  I  as  I  would  in  any  other  criminal  case,  and  said  that  if  I 
needed  any  a^nstance  from  the  depirtment  he  would  give  it  to  me.  I  told  him  I 
would  like  to  have  Mr.  Fitts  participate  in  the  case,  and  he  said  he  would  assign  him 
to  it. 

The  matter  was  presented  to  the  grand  jury,  and  the  grand  jury  presented  the 
defendants. 

I  ask  for  the  insertion  here  of  the  indictment  of  three  officers, 
Charles  C.  Glover,  W.  J.  Flather,  and  H.  H.  Flather. 

[In  the  Sapreme  Court  of  tbe  District  of  Columbia,  holding  a  criminal  term.    April  term,  A.  D. 

1915.1 

District  op  Columbia,  $s: 

The  ^Mi'l  jurors  of  the  United  St  Ue?  of  America,  in  and  for  the  District  of  Columbia 
aforesaid,  upon  their  oath  do  present : 

That  at  the  time  of  the  commission  in  the  oflBce  in  this  indictment  hereinafter  set 
forth,  and  at  the  District  of  Columbia  aforesaid,  there  was  pending  before  and  within 
the  jurisdiction  of  the  Supreme  C>urt  of  the  District  of  Columbia,  m  the  equity  divi- 
sion thereof,  a  certain  cause  in  which  the  Riggs  National  Bank,  of  Washington,  D.  C, 
Wis  pi  viiti  i  and  John  Skelton  Williams,  as  Comptroller  of  the  Treasury  of  the  United 
Stites,  William  Gibbs  McAdoo,  as  Se<!retary  of  the  Treasury  of  the  United  States,  and 
John  I3urke,  as  Treasurer  of  the  United  States,  were  named  the  defendants;  said 
cause  being  numbered  equity  333G0  upon  the  docket  of  said  Supreme  Court  of  the 
District  of  Columbia. 
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That  a  bill  of  romplaint  has  been  filed  in  Baid  cause  by  the  plain tifl,  in  which  amoo£ 
other  thinj?9,  it  \va8  alleged  that  the  said  defendants,  John  Skelton  Williams  and 
William  (libbs  McAdoo,  had  confederated,  combined,  and  conspired  so  to  use  and 
abuse  and  exceed  the  pow  ers  conferred  on  them  by  the  laws  of  the  United  States  as  to 
im|X)8e  uj>on  the  said  plaintiff  unlawful,  excessive,  and  ruinous  penalties,  and  entirely 
to  cut  off  the  plaintiff  from  certain  large  bank  deposits  theretofore  held  by  it,  and 
greatly  to  injure  and  destroy  the  business  of  saidjplaintiff ;  and  that  it  was  the  purpose 
and  intent  of  the  said  defendants,  John  Skelton  Williams  and  William  Gibbs  McAdoo, 


willfully  and  maliciously  to  inflict  irreparable  injury  upon  the  plaintiff,  in  defiance 
of  the  official  oaths  of  said  John  Skelton  Williams  and  said  WUliam  G^bbs  McAdoo, 


bill  of  complaint  further  alleged  that  the  said  defendants,  John  Skelton  Williams  aod 
William  Gibbs  McAdoo,  had  persecuted  the  plaintiff  for  the  purpose  of  destroying  the 
business  of  said  plaintiff,  and  thereby  the  said  defendants,  Jonn  Skelton  Williamfl 
and  William  Gibbs  McAdoo,  had  prostituted  their  high  public  offices  and  violated 
their  oaths  in  order  to  vent  their  personal  vindictiveness  against  the  oflScers  of  said 
plaintiff  bank;  that  the  defendant,  William  Gibbs  McAdoo,  had  discontinued  the 
plaintiff  bank  as  a  depositary  for  Government  funds,  and  had  forced  the  withdrawal 
and  withholding  of  certain  large  depK)6it8  from  said  plaintiff  bank,  in  a  delibente 
attempt  to  wreck  said  plaintiff  bank,  in  execution  of  tne  said  conspiracy  existing  be- 
tween said  William  Gibbs  McAdoo  and  said  John  Skelton  Williams  for  that  purpoee, 
arising  out  of  the  personal  hatred  by  said  defendants,  John  Skelton  Williams  and 
William  Gibbs  McAdoo,  of  certain  omcers  of  said  plaintiff  bank.  That  the  said  bill 
of  complaint  further  allied  that  out  of  a  personal,  malicious,  vindictive,  and  sHh- 
trary  purpose  to  injure  and  harass  the  plaintiff  bank,  the  said  defendant,  John  Skelton 
Williams,  had  notified  the  said  plaintiff  bank  that  he,  the  said  John  Skelton  Williaoia, 
as  Comptroller  of  the  Currency  of  the  said  United  States,  until  further  notice,  would 
refuse  to  approve  the  said  plaintiff  bank  as  a  depositary  for  the  reserves  of  other  national 
banks.  That  the  said  bill  of  complaint  prayed  for  relief,  among  olther  things,  to  the 
effect  that  the  defendant,  William  Gibbs  McAdoo,  mi^ht  be  enjoined  during  the  pen- 
dency of  said  cause,  as  well  as  also  permanently,  from  aiding,  assisting,  or  abetting  the 
defendant,  John  Skelton  Williams,  in  any  manner  whatever,  in  any  of  the  matten 
and  things  complained  of  in  said  bill  of  complaint;  and  that  the  defendant,  John 
Skelton  Williams,  might  be  enjoined  during  the  pendency  of  said  cause,  as  well  ako 
permanently,  from  revoking  the  plaintiff's  designation  as  a  depositary  for  the  reservei 
of  other  national  banks;  or  from  refusing  to  approve  the  plaintiff  bank  as  such  depos- 
itary; and  that  if  the  said  John  Skelton  Williams  had  in  form  revoked  such  designation, 
or  had  in  form  refused  such  approval,  such  revocation  or  refusal  might  be  decreed  to 
be  null  and  void. 

That  upon  the  filing,  as  aforesaid,  of  said  bill  of  complaint  an  order  was  issued  by 
said  Supreme  Court  of  the  District  of  Columbia  in  said  cause,  requiring,  among  other 
thin^,  that  the  said  John  Skelton  Williams  phow  cauee  vihy  he  Fhculd  not  be 
enjoined,  pending  said  suit,  from  revoking  said  plaintiff's  designation  as  a  depasitarr 
for  the  reserves  of  other  national  banks,  or  from  refusing  to  approve  the  plaintiff  banl 
as  such  depositary;  and  that  the  defendant  William  Gibbs  McAdoo  show  cause  why 
he  should  not  be  enjoined,  .pending  said  suit,  from  aiding,  assisting,  or  abetting  the 
defendant  John  Skelton  Williams,  in  any  manner  whatever,  in  any  of  the  mattersi  or 
things  complained  of  in  said  bill  of  complaint. 

That  in  answer  to  the  said  order  of  the  said  Supreme  Court  of  the  District  of  Colum- 
bia certain  affidavits  were  filed  in  said  Supreme  Court  of  the  District  of  Columbia  in 
behalf  of  said  defendants  John  Skelton  Williams  and  William  Gibbs  McAdoo;  that  is 
to  say,  there  were  filed  in  said  cause,  among  other  affidavits,  the  affidavit  of  said 
defendant  John  Skelton  Williams,  the  affidavit  of  said  defendant  W^illiam  Gibbs 
McAd(X),  and  the  affida\'it  of  one  Wesley  M.  Bennett. 

That  in  said  affidavit  of  the  said  defendant,  John  Skelton  W^illiams,  among  other  thioA 
the  said  John  Skelton  Williams  denied  that  he  had  conspired  with  the  defendant,  Wil- 
liam Gibbs  McAdoo,  Secretary  of  the  Treasury,  in  any  manner  whatever  to  injun^tf 
destroy  the  said  plaintiff  bank,  or  that  he,  the  said  John  Skelton  Williams,  had  anr 
such  intention,  or  that  any  of  his  acts  as  Comptroller  of  the  Currency  of  the  l-niteS 
States  was  caused  bv  malice,  hatred,  or  ill  will  toward  said  plaintiff  bank,  or  its  officen, 
or  any  of  them;  and  the  said  John  Skelton  Williams  in  said  affidavit  stated  that,  on  the 
contrary,  each  and  every  act  of  him,  the  said  John  Skelton  Williams,  complained  of 
in  said  bill  of  complaint,  was  done  by  him,  the  said  John  Skelton  \^lia]ns,  in  tht 
honest  performance  of  his  duties  as  Comptroller  of  the  Currency  of  the  United  Suttf 
and  in  the  best  exercise  of  his  judgment  and  discretion;  that  upon  an  examioatioB 
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into  the  affaire  of  plaintiff  bank,  the,  the  said  John  Skelton  Williams,  had  learned  that 
the  said  plaintiff  bank  had  continuously  conducted  a  large  and  extensive  stock-brok- 
eraee  business,  and  had  bought  and  sold  stocks  and  other  securities,  both  for  itself 
anu  on  commission  for  othere;  the  said  plaintiff  bank  had  publicly  advertised  itself 
as  engaged  in  the  business  of  buying  and  selling  stocks  and  bonds  for  customere; 
that  said  business  conducted  by  a  national  bank  was  conducted  in  violation  of  law; 
that  the  said  plaintiff  bank  had  been  admonished,  in  the  yeare  of  our  Lord  1903, 1904, 
and  1906;  that  the  said  stock-brokerage  business  was  beyond  the  powere  of  said  bank 
and  should  not  be  continued;  that  when  so  admonished  in  the  year  of  our  Ix)rd  1906, 
the  said  plaintiff  bank  adopted  methods  of  conducting  said  business  whereby  various 
officers  of  the  said  bank,  to  wit,  one  Charles  C.  Glover,  president  of  said  bank,  one 
William  J.  Flather,  one  of  the  vice  presidents  of  said  bank,  and  one  Henry  H.  Flather, 
cashier  of  said  bank,  were  to  carry  on  the  stoNck-brokerage  business  in  their  own  names 
and  from  time  to  time  were  to  give  to  the  said  bank  the  profits  therefrom,  and  accord- 
ingly thereafter  so  conducted  the  said  stock-brokerage  business;  and  that  the  action 
ofnim,  the  said  John  Skelton  Williams,  in  refusing  to  approve  the  said  plaintiff  bank 
as  a  depositary  for  reserves  of  other  banks,  was  based,  in  part,  upon  the  said  unlawful 
conduct  of  stock-brokerage  business  by  said  bank,  and  was  done  in  the  exercise  of 
the  best  judgment  of  him,  the  sai^  John  Skelton  Williams,  as  Comptroller  of  the 
Currency  of  me  United  States. 

That  in  said  affidavit  of  the  said  defendant.  William  Gibbs  McAdoo,  among  other 
things,  the  said  William  Gibbs  McAdoo  denied  the  charges  of  his  having  conspired 
with  the  said  defendant.  John  Skelton  Williams,  to  injure  the  plaintiff  or  its  business, 
and  denied  that  he,  said  William  Gibbs  McAdoo,  had  openly  or  publicly,  or  in  any 
other  way,  manifested  or  entertained  personal  malice  or  ill  will  toward  or  against  the 
said  plaintiff  or  any  of  its  officere;  that  he,  the  said  William  Gibbs  McAdoo,  had  been 
informed  that  the  said  plaintiff  bank  and  its  officere  had  been,  or  were,  conducting  a 
stock-brokerage  business  within  the  bank,  contrary  to  the  national  banking  act,  and 
by  evasive  means;  that  a  large  part  of  the  resources  of  said  bank  was  being  employed 
in  carrying  speculative  accounts  secured  by  stocks  and  bonds;  that  the  said  bank 
was  doing  a  far  smaller  proportion  of  commercial  business,  compared  to  its  deposits 
and  resources,  than  any  ottier  national  bank  in  Washington,  D.  C,  althougn  the 
deposits  in  said  plaintiff  bank  were  larger  than  those  of  any  other  national  bank  in 
aaid  District  of  uolumbia;  that  he,  the  said  William  Gibbs  McAdoo,  finally  reached 
the  conclusion  that  it  was  not  in  the  public  interest  to  deposit  Government  funds  in 
the  plaintiff  bank,  or  to  ad\'ise  their  deposit  in  said  bank,  because,  among  other 
reasons,  he,  the  said  William  Gibbs  McAdoo,  did  not  believe  that  funds  of  the  Gov- 
ernment should  be  placed  in  banks  in  which  the  officere  were  conducting  a  stock- 
brokerage  business  within  the  bank  and  using  such  funds,  directly  or  indirectly,  for 
the  carrying  of  speculative  accounts  in  stocks  and  bonds,  in  violation  of  the  spirit, 
if  not  of  the  letter,  of  the  national-bank  act,  and  especially  when  such  funds  coula 
be  employed  with  greater  benefit  to  the  public  by  depositing  them  in  banks  that 
would  use  them  for  legitimate  commercial  purposes. 

That  for  the  purpose  of  showing  that  the  said  plaintiff  bank  had  conducted  a  stock- 
brokerage  business  as  in  the  naid  affidavits  of  said  John  Skelton  Williams  and  said 
William  Gibbs  McAdoo  alleged,  and  in  order  to  show  the  nature  and  extent  thertH)f 
ttiere  was  filed,  as  aforesaid,  the  said  affidavit  of  said  Wesley  M.  Bennett,  and  there 
was  attached  thereto  and  filed  therewith  a  certain  transcript  of  an  account  a*'  it  ap- 
peared upon  the  books  of  a  certain  j'tock-brokerage  firm  known  as  Lewis  Johnson  <&  Co., 
oetween  the  said  Riggs  National  Bank  and  the  said  Lewis  Johnson  &  Co.,  which  said 
transcript  of  account  showed  certain  stock-traasactions  between  the  said  Riggs  National 
Bank  and  the  said  I>ewis  Johnson  &  Co. 

That  upon  the  questions  and  issues  arising  in  said  cause  upon  the  allegations  of  the 
said  bill  and  the  averments  ol  the  naid  affidavits  as  hereinbefore  set  out,  as  well  as 
upon  otlier  questions  and  issues  involved  in  said  cause,  it  became  and  was  material 
matter  before  said  Supreme  Court  of  the  District  of  (^olumbia  to  deterniine  whether 
or  not  the  said  Riggs  S'ational  Bank  of  Wa'^hington  had  conducted  a  stock-brokerage 
business  and  had  bought  or  sold  rftock  from  or  through  the  said  Lewis  Johnson  &  Co., 
and,  in  connection  therewith,  to  determine  whether  the  books  of  said  Lewis  Johnson 
&  Co..  wherein  they  indicated  that  said  Riggs  National  Bank  had  houglit  stock,  or 
sold  stock,  from  or  through  said  Lewis  Johnson  &  Co.,  were  true  accounts  and  entries 
of  transactions,  or  whether  tliey  were  false  accounts  and  entries  of  transactions. 

And  the  grand  jurora  aforesaid,  upon  their  oath  aforesaid,  do  further  presj'cnt: 

That  on,  to  wit,  the  19th  day  of  May,  in  the  year  of  our  Lord  1915,  and  at  the  District 
of  Colu»nbia  aforesaid,  one  Cliarles  C.  Glover,  one  William  J.  I'latner,  and  one  Henry 
n.  Flather,  each  late  of  the  District  of  Columbia  aforesaid,  in  the  said  catise,  pending, 
as  aforesaid,  before  and  within  the  jurisdiction  of  the  said  Supreme  ('ourt  of  the  Dis- 
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trict  of  (blumbia,  feloniously,  willfully,  falselv,  maliciously,  and  comiptly,  befofre 
one  Be«ie  B.  Sheehy,  she,  the  said  Bessie  B.  Sfeeehy,  then  and  there  beine  an  officer 
and  person  competent  to  administer  such  oath,  that  is  to  say.  then  and  there  being: 
a  n jtary  public  in  and  for  the  said  District  of  Columbia,  anci  said  cause  bein?  a  case 
in  vhich  a  law  of  the  United  States  authorized  such  oath  to  be  administered,  did 
take  oath  that  the  certain  written  declaration,  deposition,  and  certi6cate  (hereinafter 
refeiTecl  to  a^  declaration),  by  the  said  Charles  C.  Glover,  the  said  William  J.  Flatber, 
and  the  said  Henr\'  H.  Flather  subscribed,  was  true;  and  said  Charles  C.  Glover,  the 
said  William  J.  Flather.  and  the  said  Henry  II.  Flather,  having  taken  the  said  oath 
ai  aforesaid,  did  feloniouslv,  willfully,  falsely,  maliciously,  and  corruptly,  snd  con- 
trary' to  said  oath,  then  and  there  state  and  subscribe  matter  material  to  the  quenttiow 
and' issue?  in  the  said  cause  pending,  as  aforesaid,  which  they,  the  said  Charles  0. 
Glover,  the  said  William  J.  Flather,  and  the  said  Ilenry  H.  Flather  then  and  thfre 
did  not  believe  to  be  true;  that  the  said  declaration  was  in  substance,  as  follows: 

"Charles  C.  Glover,  William  J.  Flather,  and  Henry  H.  Flather,  being  first  duly 
sworn,  on  oath  say  that  they  are,  respectively,  the  president,  one  of  the  vice  presi- 
dents, and  the  cashier  of  the  Ri^s  National  Bank;  that  they  have  been  connected 
witli  that  institution  since  the  first  day  of  its  organization  as  a  national-banking  asso- 
ciation; that  the  said  bank  never  at  any  time«  bought  or  sold  any  stock  whatever 
from  or  througn  the  firm  of  I^wis  Johnson  &  Co.;  that  the  Riggs  National  Bank  ne\'€r 
at  any  time  ifrom  its  organization  to  the  present  ever  made  a  short  sale  of  stock 
to  or  through  Lewis  Jolinson  &  Co. ;  that  if  there  are  any  entries  on  the  books  of  the 
bankrupt  firm  of  liewis  Johnson  &  Co.  which  purport  to  show  that  the  Riggs  Natiomd 
Bank  bought  stock,  sold  stock,  or  made  sliort  sales,  those  entries  are  false;  these 
affiants,  on  information  and  belief,  say  that  an  examination  of  the  books  of  Lewis 
Johnson  &  Co.  since  that  firm  was  declared  bankrupt  has  shown  many  fictitious 
accounts,  and  the  use  of  many  accounts  for  the  false  entries  of  alleged  transactions." 

That  the  said  declaration  was  false  in  certain  matters  material  to  the  questions 
and  issues  in  said  cause  pending,  as  aforesaid,  in  this,  to  wit,  that  said  declaration 
stated  that  the  said  Riggs  National  Bank  never  at  any  time  bought  or  sold  any  stock 
whatever  from  or  through  the  firm  of  Lewis  Johnson  &  Co.^  whereas,  in  truth  and  in 
fact,  the  said  Riggs  National  Bank,  on  divers  days  and  times  between,  to  wit,  the 
month  of  June,  in  the  year  of  our  Lord  1909,  and  the  month  of  October,  in  the  yeir 
of  our  Lord  1913,  had  bought  and  sold  stock  from  and  through  the  said  firm  of  Lewis 
Johnson  &  Co. ;  that  said  declaration  further  stated  that  if  there  were  any  entries  on 
the  books  of  the  bankrupt  firm  of  Lewis  Johnson  &  Co.  which  purported  to  show  that 
the  Riggs  National  Bank  bought  stock  or  sold  stock,  these  entries  were  false;  whereas, 
in  truth  and  in  fact,  the  entries  on  the  books  of  the  said  firm  of  Lewis  Johnson  &  Co. 
purporting  to  show  that  the  said  Riggs  National  Bank  bought  stock  and  sold  stock 
were  true  entries,  and  not  false  as  in  said  declaration  stated;  and  the  said  (Jharles  C. 
Glover,  the  said  William  J.  Flather,  and  the  said  Henry  H.  Flather,  at  the  time  of 
subscribing  the  said  declaration  and  taking  oath  that  the  matters  therein  contained 
were  true,  well  knew  the  said  declaration  to  be  false,  as  aforesaid;  and  so  the  grand 
jurors  aforesaid,  upon  their  oath  aforesaid,  do  say  tliat  the  said  Charles  0.  Glover,  the 
said  William  J.  Flather,  and  the  said  Henry  H.  Flather,  on  the  day  and  year  afore- 
said, and  at  the  District  of  Columbia  aforesaid,  did  commit  willfuland  corrupt  per- 
jury, against  the  form  of  the  statute  in  such  case  made  and  provided,  and  against  the 
peace  and  government  of  the  said  United  States. 


Attorney  of  the  United  States  in  and  for  the  District  of  Columfm. 
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The  Chairman.  Can  you  make  the  circumstances  a  little  more 
clear  and  state  the  verdict,  to  be  perfectly  fair  ? 

Mr.   Williams.  Certainly 

Senator  Henderson.  May  I  ask  one  question  there  ?  What  is  the 
purpose  of  putting  the  indictment  into  the  record  ? 

Mr.  Williams.  The  indictment  is  quite  full  and  gives  the  grounds 
upon  which  the  indictment  was  basedt  as  appeared  to  the  grand  jurv. 

The  Chairman.  I  do  not  see — ^you  are  the  oest  judge  of  what  would 
help  your  own  situation,  but  you  pick  out  three  innocent  men  who 
have  been  acquitted  of  what  you  describe  as  a  crime  for  the  purpose 
of  publishing  a  charge  against  them,  does  not  seem  quite  consistent 
witn  your  attitude  of  fairness. 

Mr.  Williams.  The  records  show,  I  think,  Mr.  Chairman,  that  the 
verdict  of  acquittal  was  rendered  after  Mr.  Hogan  had  taken  the  stand 
and  had  adnutted  or  stated  that  he  drew  the  affidavit,  and  that  it  was 
on  his  advice  that  it  was  signed  by  those  three  men.  I  want  to  be 
entirely  fair  about  this  matter.  1  do  think  there  is  any  fairness 
whatsoever  shown  by  the  witnesses  who  crowded  this  record  with 
these  misstatements  and  unfair  charges,  but  I  do  not  care  to  press 
this  now. 

The  Chairman.  No  objection  on  the  part  of  the  committee  ? 

Senator  Henderson.  I  would  suggest,  Mr.  Chairman,  then,  in  view 
of  the  fact  that  there  are  only  three  of  us  present,  that  the  offer  made 
by  the  witness  be  submitted  to  the  chairman  for  action  by  the 
chairman. 

The  Chairman.  Make  a  note  in  the  record  there,  please. 

Mr.  Williams.  The  testimony  of  the  district  attorney  has  never 
been  impeached.  Mr.  Untermyer  himself  has  given  testimony  con- 
tradicting the  stories  of  Mr.  Hogan.  The  third  person  interviewed 
was  Mr.  Cromwell,  of  New  York.  Mr.  Untermyer  has  stated  to  your 
committee  that  he  had  an  interview  with  Mr.  Cromwell,  and  every 
effort  has  been  made,  I  understand,  to  have  Mr.  Cromwell  come  down 
to  Washington  to  substantiate,  if  he  would,  Mr.  Hogan's  false  state- 
ments and  conclusions;  and  although,  as  I  understand,  that  five  or  six 
dates  have  been  appointed  by  the  committee  to  hear  Mr.  Cromwell, 
he  has  not  to  this  time  appeared.  Presumably  he  agrees  with  Mr. 
Untermyer  as  to  what  the  latter  said.  As  Mr.  Untermyer  has  con- 
tradicted so  clearly  and  conclusively  the  statement  of  Mr.  Hogan,  I 
shall  content  myself  with  calling  attention  to  a  few  special  paragraphs 
in  the  testimony. 

On  page  684  Mr.  Untermyer,  recognized  as  one  of  the  ablest  leaders 
of  the  New  York  bar,  said:  ''In  my  judgement,  Mr.  Hogan  wholly 
misappiehends  the  scope  of  the  proceedings  before  Judge  McCoy 
and  the  basis  of  the  decision.  There  were  days  of  argument  before 
Judge  McCoy  upon  the  facts,  and  his  decision  was  a  complete  vindi- 
cation and  victory  for  the  Treasury  officials  so  far  as  the  charges  made 
against  them  for  conspiracy  and  wrongdoing.*'  On  page  650,  Mr. 
Untermyer  says: 

In  concluBion,  pennit  me  to  say  that  I  greatly  r^ret  the  perpetuation  of  this  con- 
troversy on  the  part  of  Mr.  Hogan  against  Mr.  Williams,  and  oelieve  it  to  be  most 
unjust.  Mr.  H^;an  has  doubtless  suffered  great  agony  of  mind,  more  particularly  be- 
cause of  the  affidavit  for  which  he  was  responsible  and  which  may  account  for  his 
bitterness.  To  my  mind,  Mr.  Williams  showed  great  breadth  and  magnanimity  in 
deciding  to  extend  the  charter  of  the  bank.    I  doubt  whether  I  would  have  done  so 
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upon  the  facts,  as  I  know  them  to  exist,  if  I  had  been  Comptroller  of  the  Currency,  or 
that  any  stranger  to  whom  that  record  was  submitted  would  have  felt  justified  in  ex- 
tending the  charter  unless  the  men  who  were  responsible  for  the  offenaes  against  the 
banking  law  were  retired  from  the  management. 

Then  follow  questions  addressed  to  Mr.  Untermyer  by  the  chair- 
man r 

The  Chairman.  Mr  Untermyer,  you  were  counsel  for  Mr.  Williams  in  the  equity 
suit? 

Mr.  Untermyer.  Only  in  the  way  I  have  explained.  I  did  not  r^ard  myself  as 
representing  Mr.  Williams  any  more  than  the  Attorney  General  represented  Sir.  WU- 
liams.  I  was  a  special  assistant  to  the  Department  of  Justice,  ^d  by  the  Department 
of  Justice,  paid  by  nobody  else,  under  duty  to  nobody  else.  These  officials  had  been 
attacked  in  their  official  capacity.  They  were  entitled  to  be  defended  by  the  Depart- 
ment of  Justice. 

The  Chairman.  As  he  was  immediately  the  defendant  in  the  equity  suit  you  prob- 
ably had  occasion  to  consult  with  him  frequently  about  these  matters? 

}tr  Untermyer.  Very  little,  except  when  the  affadavit  was  being  drawn  in  the 
equity  suit.  I  drew  Mr.  McAdoo's  affidavit  myself.  I  did  not.  as  I  remember,  dimw 
Mr.  Williams's  affidavit.  You  see  Mr.  Brandeis  had  been  in  this  matter  before  I  came 
into  it.    He  had  been  advising  Mr.  Williams. 

The  Chairman.  You  did  have  some  conversation  with  Mr.  Williams  about  this  case, 
probably?  ^ 

Mr.  Untermyer.  Oh,  yes;  certainlj^. 

The  Chairman.  Did  you  discuss  with  him  the  criminal  proceedings? 

Mr.  Untermyer.  No,  sir. 

The  Chairman.  That  subject  was  never  mentioned? 

Mr.  Untermyer.  I  do  not  recall  ever  having  discussed  the  criminal  proceedings 
with  Mr.  Williams.    I  discussed  it  with  the  Department  of  Justice. 

The  Chairman.  Did  you  ever  state  to  Mr.  Williams  your  view  in  regard  to  that? 

Mr.  Untermyer.  I  do  not  think  I  did.  I  did  not  understand  tluit  Mr.  WUlianu 
had  anything  to  do  with  it.  Mr.  Gregory  was  simply  wild  about  this  thing.  We 
came  back  from  the  hearing  that  day,  after  that  affidavit  had  been  read  into  the  record 
in  which  it  was  stated  that  if  there  were  any  entries  on  Lewis  Johnson  ^  Co.'s  books, 
transactions  with  the  Riggs  Bank,  they  were  fictitious,  and  he  was  in  a  terrible  rage 
about  it. 

The  Chairman.  You  know  what  the  comptroller's  view  was  with  regard  to  the  aiin- 
inal  proceedings? 

Mr.  Untermyer.  I  do  not  think  I  do,  so  far  as  I  recall,  Mr.  Chairman.  I  did  not 
think  tliat  I  had  anything  to  do  with  it  or  with  him.  My  connection  ceased  when 
Judpe  McCoy 

The  Chairman.  Yes;  but  the  subject  was  brought  up.  You  and  Mr.  Cromwell  and 
Mr.  Hogan — I  did  not  know  but  in  view  of  these  repeated  conversations  with  counsel 
for  the  otlier  side  bearing  specially  upon  this  subject  of  the  criminal  proceeding  you 
might  have  discussed  it  with  Mr.  Williams 

Mr.  Untermyer.  It  may  be,  Mr.  Chairman. 

The  Chairman  (continiiing).  And  expressed  your  view  to  him? 

Mr.  Untermyer.  It  may  be,  Mr.  Chairman,  but  I  do  not  recall  having  done  so. 
There  were  a  good  many  things  in  connection  with  this  transaction  that  I  did  not  recall 
when  I  first  saw  Mr.  Hogan 's  testimony.  The  whole  thing  liad  faded  from  my  memnr\% 
and  I  had  to  rake  up  andVefresh  my  mind  and  have  my  son  talk  with  MrCromweil 
and  in  that  way  bring  the  picture  back  before  my  mind. 

The  Chairman.  Did  you  not  have  conversations  with  the  comptroller  in  regard  to 
the  importance  of  having  this  suit  withdrawn? 

Mr.  Untermyer.  No,  sir.  I  never  talked  with  him,  as  far  as  I  recall,  about  that 
subject  at  all.  Remember,  this  appeal  was  made  to  me.  I  did  not  go  to  somebody 
else.  I  wa8  not  acting  in  any  professional  way.  Nobody  was  paying  me;  nobody 
was  suggesliDg  it.  I  would  not  have  taken  pa  v.  They  were  appealing  to  me  to  see 
what  I  could  do,  and  everybody  understood  that  it  wa?  a  foregone  conclusion  that 
the  case  would  either  have  to  be  tried  or  Judge  McCov  would  have  to  be  reversed  in 
his  view  of  the  law  as  to  the  powers  of  the  comptroller  before  the  cliarter  could  be 
renewed. 
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Senator  Fletcher.  Were  you  in  a  position  to  assure  Mr.  Hogan  at  that  time  that 
there  would  be  no  more  talk  of  indictment  and  no  indictment  would  be  brought  if 
that  was  done? 

Mr.  U>n'ERMETER.  I  had  not  any  sort  of  power  and  did  not  assume  to  exercise 
any  sort  of  power.    I  was  not  representing  anybody. 

The  Chairman.  Just  one  question  more,  referring  back  to  the 
other  matter:  I  assume  that  jou  did  consider  yourself  as  counsel 
for  the  respondent  in  the  dvil  proceeding  until  it  was  ultimately 
withdrawn  or  dismissed  ? 

Mr.  Untermeyer.  No;  I  considered  the  civil  proceeding  ended 
when  Judge  McCoy  decided  it,  because,  for  all  practical  purposes 
and  intents,  it  was  ended,  and  I  was  going  away  and  I  had  discharged 
my  mind  of  it.  Mr.  McAdoo  had  been  charged  with  a  conspiracy. 
If  what  the  complaint  said  was  true,  or  a  fraction  of  it  was  true, 
these  people  were  imfit  to  be  pubUc  officials.  He  had  been  not  only 
vindicated,  which  was  the  thmg  in  which  I  was  interested,  but  the 
suit  had  been  shown  to  be  a  CTOssly  groundless  and  malicious  suit. 

I  think,  Mr.  Chairman  and  gentlemen,  that  that  may  be  consid- 
ered a  pretty  complete,  effective  answer  to  the  rambling  misstate- 
ments which  Mr.  Hogan  made  on  that  subject  upon  occasion  of  his 
last  appearance  before  the  conmiittee. 

Mr.  Chairman,  I  want  to  apologize  to  the  conmiittee  or  to  explain 
possibly  a  delay  in  placing  my  hands  upon  the  records  which  I  am 
using.  The  stenographic  report  of  the  last  proceedings  were  not 
finally  deUvered  to  me  until  half  past  9  o'clock  this  morning.  I 
got  them  in  installments  during  yesterday,  and  I  think  possibly  a 
portion  of  the  day  before,  but  tne  conclusion  did  not  reach  me  until 
this  morning  at  half  past  9,  and  I  have  not  yet  the  opportunity 
of  glancing  over  the  last  installments  of  the  last  testimony  of  Hogan. 
In  my  letter  to  this  committee,  Mr.  Chairman  and  gentlemen,  of 
August  12,  I  quoted  from  the  examination  by  a  national-bank  ex- 
ammer  of  the  officers  of  the  bank,  relative  to  the  disposition  or  dis- 
appearance of  certain  records  especially  relating  to  the  five  or  six 
thousand  transactions  between  the  Riggs  Bank  and  certain  brokerage 
firms.  I  also  call  attention  to  Mr.  Hogan's  denial  as  to  the  destruc- 
tion of  those  records.  I  said,  on  page  13,  of  my  printed  letter  to  this 
committee,  August  12,  "I  want  to  say  while  I  am  looking  for  this, 
that  during  the  entire  existence  of  the  Riggs  National  Bank,  none 
of  its  records  were  ever  destroyed.  No  one  nad  ever  intimated  that 
any  of  its  records  had  been  or  would  be  destroved,  there  was  never 
any  reason  for  destroying  its  records.^'  How  Mr.  Hogan  could  have 
made  such  a  statement  as  that,  if  no  one  had  ever  intimated  that  any 
of  its  records  had  been  or  would  be  destroyed,  after  the  cashier  or  the 
vice  president  had  specifically  stated  as  shown  in  the  record  in 
regara  to  purchase  and  sales  shps,  **they  were  thrown  away,''  should 
be  explained. 

After  that  testimony  had  been  given  by  Mr.  W.  J.  Flather  the 
examiner,  Trimble,  located  a  number — some  hundreds — of  those  pur- 
chase and  sales  slips,  and  the  witness  Hogan  presented  to  your  com- 
mittee a  bundle  of  tnose — of  what  he  stated  were  purchase  and  sales 
slips,  claiming  that  they  had  not  been  destroyed.  Mr.  Hoffan  said 
the  vice  president,  Flather,  was  incorrect  in  stating  that  they  had 
been  done  away  with.    My  statement  in  this  letter  to  the  committee 
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of  Augtist  12  stands.  He  has  never — he,  Mr.  Ho^an,  has  not  shown 
the  incorrectness  of  a  single  syllahle  or  letter  in  that  statement. 
When  after  he  made  that  extraordinary  statement  that  he  records 
which  it  was  claimed  had  been  destroyed  that  they  had  not  been 
destroyed  but  were  found,  I  then  took  occasion,  tooK  stei>s  to  ascer- 
tain whether  there  was  any  foundation  for  his  claim  which  he  made 
to  your  committee. 

Senator  Henderson.  Mr.  WilUams  is  right  there.     Will  you  ex- 

f>lain  to  the  conunittee  the  object  or  purpose  of  the  issuance  of  that 
ettcr  of  August  12 ?    What  were  your  reasons  for  sending  it?    Was 
it  on  request? 

Mr.  Williams.  This  letter  contained  matters  relating  to  my  de- 
fense which  I  thought  of  very  great  importance  and  should  be  before 
the  committee.  I  sent  this  letter  to  the  committee  about  August 
12,  hoping  it  would  be  promptly  printed  and  distributed  to  the 
members  of  the  committee  so  that  they  might  acquaint  themselves 
with  the  contents  during  the  recess  of  the  committee.  It  had  been 
stated  before  the  committee  had  adjourned  in  July  that  I  would 
have  the  opportunity  of  sending  in  any  additional  evidence  that  I 
desired  to  submit.  The  record  will  show  that  I  think,  and  it  was 
in  pursuance  of  that  understanding  that  I  embraced  in  this  letter 
many  matters  which  I  felt  it  higmy  important  should  be  brought 
to  the  attention  of  the  committee.  After  waiting  two  or  three  weeks 
I  learned  that  the — that  my  typewritten  letter  had  not,  up  to  that 
time,  been  sent  to  the  Government  Printing  OflB.ce,  and  feeling  from 
my  standpoint  that  it  was  important  that  these  facts  should  be^ 
gotten  beiore  the  committee  as  early  as  possible,  in  view  of  their 
reassembling — I  understood  they  were  to  meet  again  before  the  1st  of 
September — I  had  the  letter  printed  myself,  at  my  own  expense,  and 
sent  over  to  the  chairman  of  the  committee  16  copies  of  this  printed 
communication,  one  for  each  member  of  the  committee,  so  that  if 
thev  saw  fit  to  do  so,  they  might  have  the  opportunity  of  reading  it 
-ana  getting  the  essential  information  before  the  committee  should 
reconvene. 

Under  date  of  September  6,  1919,  I  addressed  this  letter  to  the 
Riggs  National  BanK,  Washington: 

September  6, 1919. 
RiOQs  National  Bank, 

Washingioiij  D.  C. 

Sirs:  I  understand  that  the  records  show  that  in  the  several  years  immediatelT 
preceding  the  summer  of  1914,  the  Riggs  National  Bank  had  some  five  or  six  thousand 
transactions  in  securities,  largely  in  stocks,  with  the  brokers^  firms  of  Lewis  Johnson 
&  Co.  and  J.  B.  Colgate  &  Co.,  and  that,  in  connection  with  those  transactions  notUa 
reporting  purchases  and  sales  were  customarily  addressed  to  the  Riggs  National  Bank 
by  the  orokerage  firms. 

At  the  examination  of  the  officers  of  your  bank,  held  on  May  28, 1915,  Dank  Exami- 
ner Smith  addressed  to  officers  of  your  bank  the  following  questions: 

"How  about  the  confirmation  slips  of  purchases  and  sales  sent  to  the  bank  by  Lewis 
Johnson  &  Co.?    Are  those  filed? 

The  following  (^olloauy  then  ensued  between  W.  J.  Flather,  vice  president  of  the 
bank,  and  the  national-bank  examiner: 

"Mr.  W.  J.  Flather.  Filed,  you  say? 

"Examiner  Smith.  Yes. 

•'Mr.  W.  J.  Flather.  There  may  be  some  of  them  in  the  office,  Mr.  Smith,  but  I 
do  not  know  that  they  were  filed.  They  were  frequently  put  on  the  spindle  as  others 
for  drafts  and  the  like  of  that.  There  may  be  some  of  them  in  the  office;  I  do  not 
know. 

"Examiner  Smith.  Do  you  mean 
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Mr.  W.  J.  Plather  (intemiptincr).  They  were  not  kept  for  any  time. 
Examiner  Smith.  Not  kept  at  all,  you  mean? 

*'Mr.  W.  J.  Flather.  No;  they  were  not  considered  of  any  value. 

** Examiner  Smith.  Were  they  just 

**Mr.  W.  J.  Flather  fintemiptine).  They  were  put  on  the  spindle  and  from  time 

to  time,  like  other  wast^e  paper,  they  were  thrown  away. 

"Examiner  Smith.  Thev  were  never  permanently  filed? 

"Mr.  W.  J.  Flather.  No. 

"Examiner  Smfth.  So  there  is  no  complete  file  of  them? 

"Mr.  W.  J.  Flather.  No,  sir." 

Before  yesterday's  meeting  of  the  Bankins;  and  Currency  Committee  of  the  Senate, 
Mr.  F.  J.  Ilogan,  who  had  stated  to  the  committee  that  he  is  of  counsel  for  your  bank, 
although  when  he  appeared  before  the  committee  in  July  he  claimed  not  to  be  repre- 
sentins:  your  bank,  denied  most  positively  and  unequivocally  that  the  records  referred 
to  had  ever  been  destroyed;  and  he  laid  before  the  committee U  bundle  which  he  said 
contained  the  purchase  and  sales  slips  about  which  inquiry  had  been  made  by 
National-bank  Examiner  Smith  on  May  28,  1915. 

Please  inform  me  how  many  of  these  purchase  and  sales  slips  or  notices  your  bank 
now  actually  has  in  its  possession — ^how  many  of  "purchases"  and  how  many  of 
* '  sales  " — and  whether  these  purchase  and  sales  sHj>s  cover  all  of  the  aforesaid  five  of  six 
thousand  transactions  between  the  Riggs  National  Bank  and  the  brokerage  firms  men- 
tioned. 

A  prompt  reply  to  this  letter  is  requested. 
Respectfully, 

(Signed)  Jno.  Skelton  Williams, 

Comptroller. 

As  to  my  understanding  of  the  transaction,  I  quote  the  following 
statement  from  the  court  (official  record,  vol.  6,  pp.  545-546,  equity 
suit)  : 

The  Chairman.  This  is  not  in  the  letter? 

Mr.  WnxiAMS.  No;  no;  this  is  not  in  the  letter. 

The  Court.  There  arc  6,000  entries  on  the  books  of  the  Rigprs  Bank  of  transactions 
standins:  in  the  name  of  the  bank  on  those  books.  I  do  not  know  how  many  checks 
there  are,  but  there  are  some  of  them,  and  they  say  they  settled  by  check  in  that 
wav,  or  else  by  the  passbook 

Mr.  Untermyer.  We  say  there  are  thousands  of  them. 

The  Court.  The  aflida\at  filea  yesterday  not  only  denied  specifically  that  the  Risjgs 
Bank  had  any  transactions,  but  contains  the  statement  which  I  have  referred  to,  that 
Lewis  Johnson  &  Co.  would  make  fictitious  entries.  That  is  the  end  of  that  part  of 
the  affidavit  which  characterizes  the  whole  affidavit,  and,  without  commenting  upon 
it,  it  has  got  to  be  explained  with  reference  to  this  afiidavit  that  is  filed  here  now. 
******* 

No,  Mr.  Ilogan.  Let  me  see  that  affidavit  that  was  filed  yesterday.  [The  document 
was  handed  to  the  court.]  The  statement  is  that  **if  there  are  any  entries  on  the 
books  of  the  firm  of  Lewis  Johnson  &  Co.  which  purport  to  show  that  the  Riggs  Na- 
tional Bank  bought  stock,  sold  stock,  or  made  snort  sales,  those  entries  are  false." 
There  was  only  one  inference  which  I  drew  from  that,  namely,  that  the  Ri|?g8  National 
Bank,  if  there  was  an  account  in  its  name  on  liewis  Johnson's  books,  did  not  know 
that  such  was  the  fact.  There  can  not  be  any  other  inference  drawn  from  the  state- 
ment. 

Now,  I  will  continue  reading  my  letter  of  September  6,  1919. 
[Continues,  beginning  with  second  paragraph:] 
In  reply  to  that  I  have  received,  under  date  of  September  8,  the 
following  letter  from  Riggs  National  Bank: 

The  Riqos  National  Bank  of  Washington,  D.  C, 

Washington^  Z).  C,  September  8,  1919. 

COMFTROLLER  OF  THE  CURRENCY, 

Washington^  D.  C. 

Dear  Sir:  We  acknowledge  receipt  of  your  letter  dated  September  6,  1919,  but 
delivered  to  the  Riggs  National  Bank  this  afternoon  (Sept.  8),  oetween  the  hours  of 
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3  and  4  oVlock,  by  Mr.  James  Trimble,  national-bank  examiner,  regarding  the 
advices  which  you  desire  us  to  report  about. 

We  understand  theae  advices,  which  were  used  by  Mr.  Hogan  in  the  perjury  trial 
against  Riggs  Bank  officers,  were  submitted  to  the  Banking  and  Currency  Committee 
recently  and  that  they  are  now  in  Mr.  Hogan's  poflsession,  and  he  is  absent  from  the 
city  and  will  return  late  this  week  or  early  next  week.  In  the  meantime  we  have 
asked  Mr.  J.J.  Darlington,  the  general  counsel  of  the  bank,  to  look  into  the  matter. 
As  soon  as  we  have  heard  from  him  we  will  be  pleased  to  report  further  concerning 
your  inquiry. 

Very  truly,  yours, 

(Signed)  Joshua  Evans,  Jr.,  Ctuhier. 

(He  attached  a  letter  from  Riggs  Bank,  September  8,  to  Mr.  Dar- 
lington, as  follows:) 

The  Riggs  National  Bank  op  Washington.  D.  C.» 

Washington f  D.  C.^  September  S,  1919. 
J.  J.  Darlington,  Esq., 

Attorney  at  Imw,  410  Fifth  Street  NW., 

WashingtOHj  D.  C. 

Dear  Sir:  The  Rigc:8  National  Bank  received  between  3  and  4  o'clock  this  after- 
noon, a  letter  from  the  (Comptroller  of  the  Currency,  dated  September  6,  1919,  deliv- 
ered in  person  by  Mr.  James  Trimble,  national-bank  examiner,  a  copy  of  which  i? 
inclosed. 

Mr.  Hopjan  has  possession  of  certain  bills  and  advic^es  which  were  uaed  in  the  perjury 
trial  a^inst  oflScers  of  the  Ripgs  National  Bank,  and  these  I  understand  he  exnibitei 
to  the  Banking  and  Currency  Committee  a  few  days  ago  in  connection  with  the  contro- 
venry  between  himself  and  the  Comptroller  of  the  Currency  regarding  the  bills  and 
advices  in  question. 

As  one  of  the  counsel  for  the  bank  will  you  please  have  these  bills  and  advioei 
gone  over  to  see  if  they  are  the  ones  the  comptroller  desires  us  to  report  about? 

Meanwhile  we  have*  acknowledged  the  letter  of  the  Comptroller  of  the  (\inency 
dated  September  6,  1919,  and  have  also  sent  him  a  copy  of  our  letter  of  this  date 
to  you. 

Very  truly,  yours, 

(Signed)  Joshua  Evans,  Jr.,  Cashier. 

On  receipt  of  that  I  addressed  this  letter: 

September  9,  1919. 
RiGOS  National  Bank,  Washingtouy  D.  C. 

Sir:  I  have  your  letter  of  the  Sth  instant,  acknowle<lging  my  letter  of  Septembers 
delivered  to  you  yesterday,  in  which  1  requested  you  to  inform  me  how  manv  of  the 
purchase  and  sale  slips  or  notices  sent  your  bank  by  the  brokerage  firms  with  whom 
the  transactions  referred  to  in  my  letter  were  made  were  still  actually  in  your  po«!«*5- 
sion,  and  whether  those  purchase  and  sale  slips  now  in  your  possession  Vo\^r  all  of 
the  five  or  six  thousand  transartions  referred  to  between  the  Riggs  National  Bank 
and  the  brokeragi^  firms  mentioned. 

You  now  tell  me  that  the  notices  or  purchase  and  sale  slips  which  were  submitted 
to  the  Banking  and  Currency  Committee  on  Friday  last  are  in  Mr.  Hogan*s  possession, 
and  that  he  is  absent  from  the  city  to  be  gone  some  days,  but  that  you  have  asked 
Mr.  J.  J.  Darlington,  general  counsel  of  your  bank,  to  look  into  the  niatter. 

On  Friday,  the  oth  instant,  Mr.  Ilosran,  in  testifying  before  the  Senate  rommittw 
relative  to  the  "purcha.se  and  sale  slii>8"  or  "notices"  which  the  vice  president  of 
your  bank,  Mr.  W.  J.  Flather,  liad  declared  had  been  destroyed  or,  as  he  expressed  ii. 
"thrown  away,"  stated  to  the  committee: 

"Senators,  first,  tliose  papers  were  not  destroyed."    *    *    * 

Mr.  Hogan  had  just  read  the  following  extract  from  my  letter  to  the  Senate  com- 
mittee of  August  12: 

"Allow  me,  Mr.  (liairman,  to  im])ress  upon  your  committee  the  extremely  i»Uij- 
gi»8tive  fact  that  those  notices  which  the  bank's  officers  claim  were  destroyed  were  the 
very  documents  which  would  have  aided  in  establishing  the  guilt  of  Mr.  Hogan'? 
particular  client,  Mr.  IT.  II.  Flather,  the  bank's  cashier,  in  connection  with  the  crimi- 
nal transactions  with  the  c  ustomer  of  the  bank." 
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Senator  Ilenderson  then  asked  Mr.  Hogan:  "Are  those  the  papers  referred  to  in  that 
statement  just  read?"  To  which  Mr.  Ilojjjan  replied:  "Yes;  precisely;  not  only — 
Senator  Henderson,  that  statement,  which  he  makes  now — not  only  were  they  pro- 
duced in  court  but  Mr.  James  Trimble,  national-bank  examiner,  who  has  been  m  this 
room  every  day  of  these  hearings,  with  his  aasistants,  between  May,  1915,  and  Decem- 
ber, 1915,  examined  in  the  board  room  of  the  Riggs  National  Bank  every  one  of  these 
papers,  and  every  one  of  them  bore  in  green  pencil  a  number  on  them  by  Mr.  James 
Tnmble  or  one  of  his  assistants,  which  number  corre.*?pond8  with  a  number  placed  by 
Mr.  Trimble  or  one  of  his  assistants  on  the  transcript  of  Lewis  Johnson  &  C'o.'a  ledger 
accounts,  showing  the  same  transaction." 

A  little  later  Mr.  Hogan  declared  to  the  committee:  "Every  one  of  them  were  found 
in  the  cellar  of  the  bank,  where  they  had  bfeen  piled  up;  they  ran  back  several  years. 
This  package  is  only  a  sample." 

Senator  Henderson  asked  Mr.  Hogan  the  following  question: 

"As  I  understand  it,  he  claims  certain  records  were  destroyed,  and  that  you  have 
produced  these  to  show  they  were  not? 

"Mr.  Hogan.  Yes. 

"Senator  Henderson.  Were  any  records  at  all  destroyed? 

"Mr.  HooAN.  None.  Put  that  as  strong  as  you  can.  Borrow  Williams'  italics  for 
it.  Get  shrieking  capitals.  Put  it  in  the  record  upon  my  word  as  a  member  of  your 
own  profession  and  as  a  citizen  of  your  country — NONE. 

As  it  was  the  rule  and  practice  of  the  brokerage  firms  to  send  notices  or  purchase  and 
sales  slips  of  all  such  transactions,  all  such  notices  or  purchase  and  sales  slips  for  the 
five  or  SIX  thousand  transactions  referred  to  must  still  be  in  the  possession  of  your  bank, 
if  Mr.  Hogan,  as  quoted  above,  was  telling  the  truth. 

I  understand  from  the  national-bank  examiners,  however,  that  only  a  portion  of 
those  notices  or  sales  slips  relating  to  the  five  or  six  thousand  transactions  were  ever 
exhibited  to  them,  the  examiners,  by  your  officers,  or  were  ever  found  by  the  examin- 
ers in  your  cellar  or  elsewhere. 

While  Mr.  Darlington  is  looking  into  the  subject,  I  will  thank  you  to  inform  me 
whether  your  bank  has  preserved  any  other  notice  or  purchase  and  sales  slips  of  the 
character  referred  to  except  those  you  say  are  now  in  the  possession  of  Mr.  Hogan,  and 
which  vou  state  in  your  letter,  were  presented  to  the  Banking  and  Currency  Commit- 
tee on  Friday. 

If  you  have  any  other  "purchase  and  sale  slips"  or  "notices'*  relating  to  transac- 
tions referred  to  in  my  letter  of  the  6th,  please  advise  how  many  you  have,  and  what 
period  and  how  many  transactions  they  cover;  and  I  will  also  thank  you  to  give  me 
specifically,  as  promptly  as  possible,  the  data  asked  for  in  regard  to  those  purchase 
and  sales  slips  or  notices  taken  possession  of  by  Mr.  Hogan. 
Respectfully, 

(Signed)  Jno.  Skelton  Williams 

Comptroller. 

On  September  9  I  received  this  letter  from  Riggs  National  Bank: 

Thb  Riggs  National  Bank  op  WAsmNOTON,    D.  C, 

Washington,  D.  C,  September  9, 1919. 
Comptroller  of  the  Currency, 

Wa^ington,  D.  C. 

Dear  Sir:  We  are  in  receipt  of  your  letter  of  September  9,  1919,  further  in  the 
matter  of  the  advices  or  papers  referred  to  in  your  letter  of  September  6, 1919,  to  which 
we  replied  on  receipt  yesterday  (the  8th  instant)  that  Mr.  Frank  J.  Hogan  was  out  of 
town  and  would  not  be  back  imtil  the  latter  part  of  this  week  or  early  next  week, 
wherefore  we  had  referred  the  matter  to  one  of  our  general  counsel,  Mr.  J.  J.  Darlington. 

We  are  referring  a  copy  of  your  letter  of  the  9th  instant  to  Mr.  Darlington  in  connec- 
tion with  your  former  letter  on  this  subject,  and  hope  to  advise  you  in  the  matter  as 
soon  as  Mr.  Darlington  has  responded  with  respect  to  the  letter  already  submitted  to 
him. 

Very  truly,  yours, 

(Signed)  Joshua  Evans,  Jr.,  Cashier. 

We  have  been  unable  to  get  any  information  whatsoever  as  to  the 
missing  purchase  and  sales  slips. 

Senator  Henderson.  Mr.  Williams,  upon  what  do  you  base  your 
belief  that  there  are  missing  purchase  and  sales  slips  ? 
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Mr.  Williams.  Because  it  is  the  custom  and  rule  of  brokerage 
houses  to  report  all  such  purchases  and  sales  and  there  is  no  reason  to 
believe  that  custom  was  here  deviated  from.  On  the  contrary,  there 
is  every  reason  to  believe  it  was  closelv  adhered  to  in  this  case.  We 
foxmd  the  record  of  purchase  and  sales  of  secxurities  for  the  Riggs 
National  Bank  on  the  books  of  the  brokerage  firms  for  which  the 
Riggs  Bank  paid  them  on  presentation  of  the  notice  slips  and  pur- 
chase and  sales  slips.  There  were  also  numbers  of  items  of  that  kind 
discovered,  for  which  the  examiners  reported  they  had  never  been 
able  to  find  the  confirmatory  slips  and  notices. 

I  call  attention  ri^ht  here  to  the  following  statement  by  Assistant 
Attorney  General  Fitt,  which  appears  in  volume  15,  stenographic 
report  of  the  perjury  suit,  page  1736. 

Trimble  testified  upon  that  stand  that  when  he  went  into  that  bank  he  asked  these 
three  defendants  for  these  papers,  and  that  they  said  they  did  not  have  them,  sind 
had  never  had  them.  He  testified  that  he  went  down  one  evening  late  into  a  secret 
place,  a  secluded  place,  in  the  cellar  of  that  hank,  and  found,  not  an  ordinary  clerk, 
and  not  a  man  who  would  be  packing  away  abandoned  trash,  sorting  over  these  very 
papers  there  that  he  had  asked  for,  and  that  he  had  upward  of  700  of  the  one  Idnd  and 
ufyvinard  of  600  of  the  other,  and  that  that  is  how  he  got  them.  aft«r  these  men  had  said 
they  did  not  have  them.  Trimble  further  said  that  they  did  not  have  them  be  "auF« 
they  had  been  put  on  spindles  and  thrown  away,  and  ne  said  they  never  had  had 
spindle  holes  in  them. 

Mr.  Chairman  and  gentlemen,  I  would  like  to  report  that  after  de- 
livering the  letter  of  the  6th  to  the  Riggs  National  Bank  on  the  after- 
noon of  the  8th,  between  3  and  4,  the  examiner,  Mr.  Trimble,  re- 
turned to  the  office  and  reported  that  he  had  delivered  it  to  Mr.  W. 
J.  Flather,  upon  getting  there,  but  Mr.  Flather  was  in  the  board 
room  at  a  board  meeting  but  came  out  of  the  room  to  receive  the  let- 
ter, telling  the  examiner  he  would  have  to  refer  it  to  counsel,  he  re- 
turned to  the  board  room  with  the  letter  in  his  hand.     I  chanced  to 
mil  across  a  director  of  the  Riggs  Bank  on  my  way  up  here  this 
morning  and  mentioned  to  him  or  told  him  that  I  had  occasion  to 
address  a  letter  to  the  bank  a  few  days  ago  and  was  wondering  if  it 
had  been  brought  before  the  board,  in  view  of  the  fact  it  had  been 
delivered  to  the  vice  president  while  the  board  was  in  session  and  that 
officer  had  retiuned  to  the  board  room  with  it.     Th's  director  said 
he  knew  nothing  of  such  a  letter.     I  do  not  know  whether  the  vice 
president  of  the  oank  feels  that  it  is  a  matter  that  should  be  handled 
Dy  certain  officers  and  not  brought  to  the  attention  of  the  board  at 
all,  nor  am  I  prepared  to  say  that  the  letter  mav  not  have  been 
brought  to  the  attention  of  the  other  directors  while  this  gentleman 
was  temporarily  absent,  but  as  I  know  he  was  there  during  the  entire 
meeting.     I  only  happen  to  know  that  I  ran  across  him  accidently 
this  morning  and  asked  him  if  they  had  S'^en  the  letter  and  he  said 
he  knew  nothing  of  it.     I  think  it  worth  while  to  mention  this. 

The  Chairman.  Did  he  say  he  was  present  ? 

Mr.  Williams.  He  did. 

The  Chairman.  I  think,  Mr.  Williams,  now  the  Senate  is  conven- 
ing and  it  is  necessary  for  some  of  us  to  go  over  there,  we  will  have 
to  stop  in  a  minute  and  adjourn  subject  to  the  call  of  the  chairman  of 
the  committee.     Is  that  satisfactory? 

Senator  Henderson.  Yes.  Will  you  finish  now  with  the  excep- 
tion of  putting  in  your  written  statement  as  suggested  by  Senator 
Walsh  and  the  chairman  ? 
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Mr.  Williams.  That  is  for  you  gentlemen  to  say.  I  am  willing  to 
be  governed  by  our  wishes  and  directions  here. 

Sonator  Henderson.  We  don't  want  to  cut  you  off,  Mr.  Williams, 
at  all  in  the  presentation  of  your  side  of  this  matter.  The  suggestion 
came  from  Senator  Walsh. 

Mr.  Williams.  May  I  state  that  that  statement  introduced  above 
with  regard  to  Mr.  Trimble  was  a  part  of  the  statement  by  the 
Assistant  Attorney  General.  I  would  like  to  present  at  this  meeting 
this  letter  from  Mr.  Trimble,  national  bank  examiner,  in  answer  to 
a  statement  made  by  Mr.  Hogan,  for  the  record. 

The  Chairman.  The  presentation  of  that  letter  we  will  have  to 
ask  you  to  insert. 

Mr.  Williams.  Yes;  this  is  simply  an  affidavit,  from  Examiner 
Trimble  denying  the  correctness 

The  Chairman.  There  will  be  no  objection  to  your  putting  that  in 
the  record. 

Mr.  Williams.  Of  the  statement  alleged  to  have  been  made  by 
discharged  Examiner  R.  J.  C.  Dorsey. 

Treasury  Department. 
Office  of  Comptroller  of  the  Currency, 

Washington,  September  19  1919. 

Dear  Mr.  Chairman:  The  record  shows  that  at  the  meeting  of  your  committee  on 
the  11th  instant  you  said:  ** Mr.  Williams  before  you  begin  your  statement,  I  would 
like  to  ask  you  if  you  could  furnish  the  committee  with  a  list  of  all  the  national  banks 
that  have  gone  into  voluntary  liquidation  durins:  your  term  of  office  and  have  re- 
organized under  the  State  laws?    to  which  I  replied:  "Certainly." 

I  now  beg  leave  to  advise  you  that  the  list  to  which  you  referred  has  been  compiled 
and  shows  tnat  for  the  period  you  mentioned,  from  Febnijuy  2,  1914  until  September 
15,  1919.  the  number  of  national  bsmks  which  went  into  liquidation  for  the  purpose 
of  organizing  as  State  banks  or  trust  companies  was  357,  with  aggregate  capital  of 
$44,482,500.  The  number  of  State  banks,  private  banks  or  trust  companies  which 
were  converted  into  national  banks  was  417,  with  ag^egato  capital  of  $46  799,500. 
There  were,  therefore,  60  more  State  bank»  converting  into  national  banks  thar  there 
were  national  banks  converting  into  State  banks  and  trust  companies. 

In  addition  to  this  the  records  show  that  the  number  of  primary  national  bank 
oii^nizations,  exclusive  of  State  banks,  converting  into  national  banks  durtng  the 
same  period  was  531,  with  aggregate  capital  of  $32,615,000. 

Besides  the  948  conversions  of  State  banks  and  primary  organizations  there  were 
in  the  same  period  831  new  charters  granted  to  banks  whose  charters  were  expiring 
and  decided  to  continue  under  national  charters,  thus  making  the  total  national 
charters  issued  for  this  period  1,309. 

In  my  letter  to  you  of  Au^t  26  1919,  I  said  (p.  23): 

"  In  his  same  communication,  under  date  of  the  6th  instant,  Mr.  Hugan  distributed 
a  copy  of  a  letter  which  he  says  was  addressed  to  the  Comptroller  of  the  C!urrency  on 
July  10,  1916,  by  an  official  of  a  small  State  bank  in  North  Dakota,  in  which  that 
banker  insinuates  or  charges  that  the  Comptroller  of  the  Currency  is  responsible  for 
'Hhe  numerous  conversions  of  national  banks  into  State  banks  now  taking  place 
throughout  the  country,  which  must  result  in  a  further  weakening  of  the  Federal 
reserve  system." 

It  may  possibly  interest  you  to  know  that  the  State  bank  referred  to  by  Mr.  Hogan 
was  the  Hank  of  Valley  rity.  Valley  City.  N.  Dak.  and  that  under  date  of  Augiist  19, 
1919,  that  very  bank  made  application  to  me  for  permission  to  convert  into  a  national 
bank.    Apparently  Mr.  Early  has  changed  his  mind. 

Mr.  Hogan^s  letter,  in  which  he  disseminated  that  three-year-old  letter  of  Mr.  J.  J. 
Early,  president  of  the  Bank  of  Valley  City,  was  dated  August  6,  1919. 

Mr.  Hogan's  communication  was  given  to  me  by  one  of  me  Senators  on  the  mailing 
list  hx)m  which  Hogan  was  addressing  reprints  of  maliciously  untrue  newspaper 
articles  and  letters  in  connection  with  the  propaganda  he  has  been  conducting. 
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Under  date  of  August  19, 1919,  I  received  the  following  letter  from  the  North  Dakota 
banker  referred  to  by  Mr.  Hogan: 

Bank  op  Valley  Cmr, 
Valley  City,  N.  Dak.,  Auguii  19, 1919, 

The  Comptroller  op  the  Currency, 

Washington,  D,  C. 

Dear  Sir:  Our  directors  have  passed  a  resolution  to  convert  this  bank  into  a 
nationsJ  bank,  the  title  to  be  '"Tbe  Valley  City  National  Bank."     Please  make 
reservation  of  this  title  and  forward  to  us  the  necessary  blanks  so  that  we  may  make 
formal  application. 
Very  truly, 

Ja8.  J.  Early,  Prmdent, 

If  you  desire  the  full  list  of  the  names  of  the  357  national  banks  which  have  con- 
verted into  State  banks,  and  of  the  417  State  banks  which  have  converted  into  natiaoal 
banks,  and  other  new  national  banks  chartered,  531,  I  shall  be  pleased  to  send  it  to 
you  for  insertion  in  the  record. 

The  record  shows  that  the  movement  toward  the  nationalization  of  State  banks  and 
trust  companies  is  proceeding  at  an  accelerated  speed.  For  the  10  months  since 
January  1,  1919,  there  have  been  about  seven  times  as  many  new  charters  granted  for 
new  national  banks  and  applications  for  increase  in  the  capital  of  existing  banka 
approved  as  there  were  in  the  same  neriod  reductions  of  capital  and  iiquidatioiis 
(other  than  banks  consolidating  with  other  national  banks). 
Faithfully,  yours, 

JnO.  SkBLTON   WiLLLAllS. 

Hon.  George  P.  McLean, 
Chairman  Bardnng  and  Currency  Committee, 

UniUd  States  Senate. 


Washington,  D.  C,  September  10, 1919, 
Hon.  George  P.  McLean. 

Chairman  Banking  and  Currency  Committee,  United  States  Senate. 

Sir  :  I  have  read  the  official  stencffi;raphers'  transcript  of  an  affidavit  laid  before  the 
Banking  and  Currency  Committee  olthe  United  States  Senate  by  Mr.  Frank  J.  Hof^, 
on  September  5,  said  affidavit  having  been  executed  on  the  day  mentioned  by  Mr. 
Roscoe  J.  C.  Dorse^,  a  former  national  bank  examiner. 

In  connection  with  the  statements  contained  in  the  affidavit  referred  to.  I  desire 
to  make  the  following  reply: 

The  only  time  that  I  can  recall  that  I  bave  mentioned  to  anyone  connected  with 
the  Treasury  Department  my  not  having  found  it  necessai^  to  work  on  Sunday  wai 
that  in  a  casual  conversation  in  my  office,  when  an  examiner  or  assistant  examiner 
mentioned  the  subject  of  Simday  work,  1  recall  having  said  that  I  was  tiiankful  that 
4dnce  I  had  been  an  examiner  it  had  been  necessary  for  me,  up  to  that  time,  to  work 
on  only  one  Sunday.  I  mentioned  this  instance  as  occurring  during  the  Ri^s  eouity 
case,  when  I  was  requested  to  come  one  Sunday  to  the  office  of  Mr.  JeseeC.  Aakine 
of  counsel  for  the  honorable  Secretary  of  the  Treasury  and  the  honorable  Comptroller 
of  the  Currency  in  the  Biggs  equity  case.  In  response  I  went  to  the  office  of  Mr. 
Adkins  in  the  Wilkins  Building,  on  H  Street,  on  the  Sunday  mentioned,  where  I  did 
some  work  in  going  over  reports  and  data  connected  with  the  Riggs  equity  case. 

The  comptroller  never  at  any  time  used  the  language  ascribed  to  him  in  Mr.  Dor- 
sey's  affidavit,  **We  must  get  them;  we  must  get  something  on  them,'*  to  me,  nor 
to  anyone  else,  to  my  knowledge. 

In  answer  to  Mr.  Dorsey's  statement  that  in  the  fall  of  1917  I  was  exceedingly 
wrought  up  against  Comptroller  WUliams  because,  Mr.  Doisey  says,  the  com|h 
troller  had  directed  me  to  make  an  apology  to  certain  directors  of  a  national  bank 
for  having  in  a  critical  manner  referred  to  said  directors.  I  wish  to  say  that  I  was 
never  required  to  apologize  to  the  directors  mentioned,  but  on  the  other  hand  the 
written  record  of  the  conference  to  which  Mr.  Dorsey  apparently  refers  (which  record 
was  prepared  at  the  time  of  the  conference  by  the  comptroller's  office,  without  any 
knowledge  upon  my  part  until  I  examined  it  on  yesterday),  shows  that  the  comptroll^ 
sustained  me  in  every  important  particular  in  the  positicm  I  had  taken  during  the 
examination  of  theji>ank  referred  to. 
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I  distinctly  remember  that  I  left  that  conference  room  with  no  feeling  of  resentment 
toward  anyone,  but  that  I  was  happy  that  both  the  comptroller  and  deputy  comp- 
troller, Hon.  T.  P.  Kane,  approvea  my  work  in  that  examination,  which  had  been  a 
very  difficult  and  trying  one. 
Respectfully, 

Ja8.  Trimble, 
National  Bank  Examiner. 

Subscribed  and  sworn  to  before  me  this  11th  day  of  September,  A.  D.  1919.  ^ 

[SEAX.]  J.  F.  Douglas, 

Notary  Public ,  District  of  Columbia, 

The  Chairman.  Do  I  understand  you  wish  to  be  heard  further 
verbally? 

Mr.  Williams.  That  is  up  to  you  gentlemen,  sir. 

The  Chairman.  The  Senators  with  much  greater  experience  than 
myself  have  suggested  that  if  possible,  in  full  justice  to  yourself 
and  the  committee,  that  you  do  submit  any  further  views  on  tne  mat- 
ter in  writing. 

Mr.  Williams.  May  we  leave  it  in  this  way,  that  this  will  be  done 
unless  there  should  be  occasion  for  my  requesting  a  special  oppor- 
tunity to  appear  orally  ? 

The  Chairman.  Certainly. 

Senator  Henderson.  I  think  that  will  be  all  right. 

The  Chairman.  I  think  such  a  motion  would  be  granted. 

Mr.  Williams.  Can  I  get  any  idea  as  to  when  tne  hearings  will 
definitely  close  ? 

The  Chairman.  It  was  hoped  they  would  close  this  morning. 

Mr.  Williams.  I  meant  to  say  as  to  whether  any  of  the  other  wit- 
nesses are  going  to  submit  written  statements  or  not  ? 

The  Chairman.  I  understood  the  chairman  to  state  that  he  knew 
of  no  witnesses. 

Mr.  Williams.  I  thank  you,  gentlemen,  very  much  for  your 
patience. 

(Adjourned  at  11.55  a.  m.) 

Waycboss  Savings  &  Trust  Co., 

Waycro88f  Go.,  Attgust  26,  1919. 
Hon.  Geo.  P.  McLean, 

Chairman  Committee  on  Banking  and  Cfarencrff 

United  Stales  Senate^  Washington,  D,  C. 

My  Dear  Sir:  Part  10  of  the  hearings  before  your  committee  on  the  nomination  of 
John  Skelton  Williams  to  be  Comptroller  of  the  Currency  has  just  been  received  by  me, 
and  in  looking  over  this  I  find  the  several  references  to  me  and  my  banks  >)y  Mr.  Wil- 
liams are  so  verv  far  from  the  truth  that  I  am  obliged  to  protest  with  the  following 
statement,  and  I  ask  that  this  statement  be  made  a  part  of  your  record  in  this  hearing. 

In  the  effort  to  show  his  qualifications  Mr.  Williams  seems  to  take  the  position  that 
it  is  necessary  to  break  down  the  character  of  outside  people.  I  have  nad  no  part 
in  the  hearings  with  reference  to  his  nomination,  yet  Mr.  Wiluams  has  seen  fit  to  attack 
me  in  various  and  sundry  instances,  greatly  straining  the  truth  to  accomplish  his 
purposes.  I  presume  he  has  been  making  these  attacks  on  me  as  a  brother  of  wade  H., 
thinking  possibly  it  might  discredit  Wade  H.  as  a  main  witness  in  the  hearing.  I 
admit  that  I  have  made  some  mistakes,  which  have  been  all  of  the  head  and  not  of 
the  heart,  and  I  am  seeking  to  repair  them  as  rapidly  as  possible;  but,  regardless  of 
that,  I  see  no  occasion  for  Mr.  Williams's  attack  on  me,  and  certainly  li  he  feels 
called  upon  to  attack  me  it  is  as  little  as  could  l)e  done  for  him  to  tell  the  truth.  In 
his  testimony  Mr.  Williams  has  proved  himself  a  very  adroit  witness.  He  has  told 
half  truths  borrowed  from  the  garb  of  truth  to  do  the  work  of  falsehood  in  my  own 
particular  case. 
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On  x)age  734  of  part  10  of  the  hearing  Mr.  Williams  refers  to  a  partial  list  of  banks, 
all  of  which  he  says  arc  now  defunct  and  which  were  promoted  and  officered  by  the 
Cooper  clique.    I  take  them  in  the  order  presented  by  nim  in  his  testimony. 

Way  cross  Savings  &  Trust  Ck> . ,  L .  J .  Cooper,  president ;  placed  in  the  hands  of  receiv- 
ers. This  is  falsification  No.  1.  In  the  first  place,  this  company  never  did  a  banldng 
business;  it  is  purely  a  building  and  loan  proposition,  principally  in  loaning  money 
on  real  estate .  It  has  never  been  placed  in  the  hands  of  receivers,  is  a  going  concern  at 
this  time,  and  does  not  owe  a  dollar  to  a  single  unsecured  creditor. 

Next  he  refers  to  the  bank  of  Floral  City,  Floral  City,  Fla.,  as  being  dosed.  I  once 
lived  in  Florida  and  had  some  little  stock  in  this  bank  and  was  for  a  few  months  pfeei- 
dent  of  it,  but  I  never  did  take  any  active  interest  in  the  bank  whatever.  Thishtnk 
was  liquidated  five  or  six  years  after  I  resigned  as  its  president,  and  ao  far  as  I  know 
every  dollar  due  its  depositors  and  creditors  was  paid.  However,  I  was  not  directly 
connected  and  am  not  in  possession  of  the  exact  facts. 

Next  he  refers  to  the  State  Bank  of  Waycross,  which  he  says  was  dosed.  This  was  a 
small  State  institution  that  I  allowed  myself  to  be  named  as  president.  I  took  very 
little  active  part  in  the  management  of  this  institution,  leaving  it  almost  entirely  to 
other  hands.    1  soon  found  that  no  money  could  be  made  in  the  venture,  and  I 

Eromptly  arranged  for  liquidation  of  the  same,  but  before  announcing  liquidation  I 
ad  every  dollar  on  hand  to  pay  the  depositors  and  the  creditors,  and  not  a  man, 
woman,  or  child,  firm,  or  corporation  lost  a  dollar  as  a  creditor. 

Next  he  refers  to  the  Bank  of  Statenville,  Statenville,  Ga.  This  was  a  State  institu- 
tion organized  by  personal  friends  of  mine  who  insisted  that  I  should  act  as  president. 
I  allowed  the  use  of  my  name,  without  living  a  day's  attention  to  the  operation  of  the 
bank.  It  was  largely  managed  by  local  people,  and  I  seldom  attended  a  meeting  of 
the  board  of  directors.  Statenville  is  one  of  the  smallest  counties  of  the  State,  which 
is  sparsely  settled,  and  I  soon  found  that  with  the  little  deposits  to  be  had  no  money 
could  l:e  made  for  the  stockholders.  The  local  parties  interested  evidently  thought 
the  same  way  and  they  agreed  that  liquidation  was  the  best  thing  to  do.  The  money 
was  gotten  together  to  pay  every  depositor  and  creditor,  siter  which  notice  of  liquidir 
tion  was  posted,  and  as  soon  as  the  depositors  could  be  paid  the  bank  ceased  to  do 
business.  In  winding  up  its  affairs  the  local  stockholders  thought  that  I  ^ould  be 
made  personally  responsible  for  certain  notes  that  had  been  put  in  the  bank,  eithcf 
througn  my  influence  or  through  the  influence  of  the  cashier,  who  was  not  a  local  man, 
and  on  my  failure  to  make  good  these  obligations  one  of  the  difipiintled  stockhdlden 
went  before  the  grand  jury  and  got  an  indictment  against  me,  thinking  that  was  a  sore 
way  of  making  me  come  across.  Since  that  time  I  have  had  several  conferences  with 
these  local  members.  They  have  seen  the  error  of  their  way,  and  have  made  me  a 
proposition  looking  to  the  final  closing  up  of  this  matter  in  a  way  that  I  trust  will  not 
only  be  satisfactory  to  me  to  all  interested  parties. 

Next  Mr.  Williams  refers  to  the  Exchange  Bank  of  Waycross.  I  had  nothing  in  the 
world  to  do  with  the  operation  of  this  bank.  Mr.  N.  P.  Jenrette  was  president,  and  I 
am  sure  is  in  position  to  give  Mr.  Williams  the  information  that  he  might  desire  as  to 
the  operation  of  this  institution.  I  might  say,  however,  that  I  happen  to  know  that 
every  depositor  of  the  Exchange  Bank  was  provided  for  before  its  liquidation. 

Mr.  Williams,  in  his  adroit  way,  would  lead  you  and  your  committee  to  l)elieve  that 
all  the  above-referred-to  banks  were  closed  involuntarily  and  that  the  depositors  and 
creditors  all  suffered  to  the  extent  of  their  interest.  Mr.Williams  won't  go  far  enoii^ 
in  his  testimony  and  be  honest  enough  with  you  gentlemen  to  state  the  actual  facts 
with  reference  to  these  various  matters. 

Mr.  Williams  refers  to  a  certain  affidavit  of  Jenrettes,  pages  223,  224,  and  226  of  the 
present  hearing,  wherein  Jenrette  charged  that  he  made  certain  obligations  and  wi» 
used  as  a  scapegoat  to  save  the  reputation  of  the  Coopers.  Since  this  affidavit  has  been 
withdrawn  by  Mr.  Jenrette  himself,  I  feel  that  no  statement  from  me  is  necessary. 
I  would  state,  however,  that  I  know  nothing  of  such  an  agreement  made  with  Jen- 
rette, or  of  any  such  notes  l)eing signed  or  assumed  by  him.  And  the  verv'  fact  that  he 
files  no  bill  of  particulars  or  specifies  in  a  single  instance  ought  to  be  evidence  that  no 
agreement  of  tne  kind  ever  existed. 


I 


NOMINATION  OF  JOHN  SKELTON  Wn.T«TAMS.  977 

Mr.  Williams  takes  occasion  to  advise  you  that  the  information  with  reference  |o 
the  banks  in  question  was  furnished  him  by  National  Bank  Examiner  Borden  of  the 
sixth  Federal  reserve  district.  I  happen  to  know  Mr.  Borden  very  well,  and  I  believe 
him  to  be  an  honest  and  truthful  man,  and  while  he  ought  have  furnished  Mr.  Williams 
this  information,  he  must  have  fiumished  Mr.  Williams  a  good  deal  more  as  to  the 
actual  facts  that  Mr.  Williams  has  not  seen  fit  to  give  to  you. 

As  C/omptrolIer  of  the  Currency,  Mr.  Williams  has  kept  his  examiners  very  busy  all 
over  three  or  four  States  getting  up  such  information  and  such  misinformation  as  they 
•could  get  together  with  a  view  of  discrediting  Wade  H.  Cooper  before  your  committee. 
Personally,  I  have  been  subjected  to  some  very  severe  indignities  at  the  hands  of  some 
of  these  examiners.  I  refer  particularly  to  one  E.  F.  Hi^ns,  the  erstwhile  chief 
national  bank  examiner  of  the  sixth  Federal  reserve  district.  In  November,  1918, 
this  man  Higgins,  with  an  assistant,  came  to  Waycross  ostensibly  on  one  of  his  period- 
ical examinations  of  the  bank.  He  worked  in  the  bank  through  the  day,  returning 
at  night  supposedly  to  hurry  the  work  along.  The  cashier  was  working  in  the  front 
while  Higjjins  and  his  assistant  worked  in  the  directors'  room,  next  to  which  was  my 
private  office,  in  which  was  stored  my  own  private  and  personal  files. 

The  cashier  havi7ig  occasion  to  go  back,  found  Higgins  in  the  directors'  room  with 
his  assistant  in  my  private  office;  although  I  was  no  officer  of  the  bank,  he  went  into 
my  private  office  at  night,  rifling  every  file  I  had.  The  cashier  asked  what  was  up, 
and  was  informed  by  Higgins  that  he  was  taking  my  files  to  Atlanta  and  that  he,  tne 
cashier,  was  to  keep  '* mum,  ''and  under  no  circumstances  to  inform  me  until  I  learned 
from  other  sources.  The  cashier,  fearing  trouble  as  well  as  reprisals  from  Higgins  and 
the  department,  kept  "mum"  until  approached  by  me  some  four  montbs  later.  I 
never  learned  about  this  transaction  until  some  copies  of  my  personal  letters  were  pre- 
sented to  the  committee  by  Williams  in  the  diabolical  enort  to  discredit  Wade  H. 
Cooper.  I  wired  Higgins,  charged  him  with  stealing  my  personal  files  as  well  as 
$25,000  of  real-estate  trust  notes  that  were  missing,  none  of  wnich  have  been  returned 
to  this  day — telling  him  in  this  wire  that  he  had  acted  the  part  of  a  sneak  thief  under 
the  guise  of  a  national-bank  examiner^  and  unless  he  returned  my  property  I  would 
indict  him  for  common  larceny — to  all  of  which  I  have  had  no  response  save  a  written 
denial  that  he  took  the  notes,  and  threatening  me  for  trjring  to  intimidate  him  in  the 
discha^e  of  his  official  duties.  Higgins  soon  resigned  his  position  without  ever  return- 
ing to  Waycross,  and  I  am  left  without  my  letters  or  the  $25,000  notes. 

The  Mr.  Borden  referred  to  succeeded  this  man  Higgins,  and  since  his  induction 
in  office  I  think  he  has  given  the  better  part  of  his  time  running  over  three  or  four 
States  in  the  e£fort  to  manufacture  evidence  against  me  or  some  of  my  brothers  that 
would  serve  to  discredit  Wade  H.  in  his  charges  against  Mr.  Williams. 

In  the  testimony  of  Mr.  Williams,  some  time  back,  he  attacked  me  because  of  my 
refusing  to  be  fleeced  by  some  Chicago  sharpers,  so-called  real-estate  traders.  Prose- 
cution was  started  in  this  matter  but  was  later  dropped  by  these  Chicago  dealers,  and 
since  this  hearing  has  been  going  on  Mr.  Williams  has  industriously  furnished  these 
people  in  (Tiicago  copies  of  uie  hearings  from  time  to  time. 

Mr.  Williams  makes  a  convenient  vehicle  out  of  his  examiners  for  sending  out  his 
libelous  charges.  This  man  Higgins,  above  referred  to,  made  the  statement,  and  Mr. 
Williams  had  it  printed  and  mailed  broadcast,  especially  to  individual  depositors  of 
the  First  National  Bank  of  Waycross,  to  the  effect  that  I  had  confessed  tnat  I  had 
forged  my  wife's  name  to  a  certain  note.  His  statement  is  a  contemptible  falsehood. 
Higgins  knew  it  was  a  falsehood,  and  Williams  no  doubt  knew  it  before  he  circulated 
it,  out  Mrs.  Cooper  better  speaks  for  herself  in  a  letter,  the  original  of  which  is  in  the 
hands  of  Wade  H.  Cooper  at  this  time,  which  reads  as  follows: 

"I  have  been  shown  a  memorandum  dated  February,  1919,  concerning  the  hearing 
before  the  Banking  and  Currency  Committee  on  the  President's  nomination  of  John 
Skelton  Williams  for  a  second  term  as  Comptroller  of  the  Currency,  in  which  reference 
ifl  made  to  a  letter  1  wrote  the  president  of  the  First  National  Bank  of  this  city  in  Ma^, 
1918.  My  husband  is  not  a  witness  in  the  hearings  and  I  am  unable  to  see  what  this 
letter  has  to  do  with  that  matter.  1  have  never  denied  the  genuineness  of  my  signa- 
ture to  the  note  referred  to  in  my  letter  of  May,  1918.    1  was  much  perturbed  when  I 
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received  a  special  delivery  letter  from  the  bank  inquiring  about  that  note,  as  I  thought 
the  overdraft  which  the  note  covered  had  been  paid.  yLy  husband,  Mr.  L.  J.  Cooper, 
was  away  from  home  at  the  time,  but  upon  his  return  1  ^ined  a  full  history  of  the 
transaction,  and  with  my  own  funds  my  brother,  at  my  direction,  paid  the  note,  and 
not  my  husband  or  any  relative  of  his.  1  feel  highly  indignant  that  this  matter  should 
be  dragged  into  a  public  hearing  in  Washington,  in  the  attempt  to  reflect  upon  Wade 
H.  Cooper,  who  had  nothing  to  do  with  it  in  any  way. 

Blanche  S.  (Mrs.  L.  J.)  Cooper." 

Virtually  this  same  statement  was  made  by  me  to  this  man  Higgins,  yet  it  better 
suited  the  purpose  of  Mr.  Williams  to  pervert  the  facts  in  the  mann^'  above  referred 
to,  and  he  has  continued  to  mail  out  his  periodical  circulars  containing  false  and  shn- 
derous  statements  of  this  same  tenor. 

Mr.  Williams  as  comptroller  has  made  numerous  abortive  attempts  to  indict  me  on 
frivolous  and  foolish  charges.  He  has  taken  advantage  of  every  subterfuge  to  manu- 
facture grounds  on  which  he  can  secure  possible  indictment  that  will  work  to  dis- 
credit me  aTid  my  brother.  Wade  H.  Cooper. 

1  desire  this  protest  lilei  rot  as  participant  in  the  hearings  or  as  anywise  connected 
with  the  charges  agar  ist  Mr.  Williams  as  originally  filed ,  but  purely  as  a  protest  against 
his  attempts  to  V>reak  down  the  character  of  myself  and  family  in  the  insane  effort 
to  demonstrate  his  qualifications  to  hold  the  office  of  such  magnitude. 

Respectfully  submitted. 

L.  J.  Cooper. 


Tabor  Supply  Co.  (Inc.), 

Tabor,  N,  C,  September  g  1919, 
Chairman  Banking  and  Currency  Committee, 

United  States  Senate ,  Waahingtorif  D,  C, 

Dear  Sir:  In  the  hearing  before  your  committee  on  the  nomination  of  Mr.  Jdin 
Skelton  Williams  as  Comptroller  of  the  Currency  my  name  has  been  repeatedly 
brought  before  vou  by  Mr.  Williams  and  in  such  a  way  as  to  leave  me  in  an  unenviable 
light.  Mr.  Williams  has  given  your  committee  such  information  as  will  help  him  and 
has  neglected  to  give  the  true  facts. 

I  have  never  opposed  Mr.  William's  confirmation,  nor  have  I  ever  criticized  bin 
or  his  official  acts,  neither  have  I  ever  brought  any  charges  against  him  on  account  of 
any  connections  ne  may  have  had  with  any  railroads  or  banks,  and  I  am  not  nov 
opposing  his  confirmation  or  in  any  way  criticizing  for  or  accusing  him  of  any  mis- 
conduct in  his  public  or  pri\^te  life,  but  I  am  protesting  against  his  further  use  of  my 
name  in  the  future  unless  he  can  give  the  whole  facts. 

I  respectfully  request  that  this  letter  of  protest  be  made  a  part  of  the  record  in  the 
case. 

Yours,  very  truly, 

N.  P.  Jekrette. 


Atlanta,  Ga.,  September  8,  1919. 
Mr.  L.  J.  Cooper, 

Way  cross,  Ga. 

Dear  Sir:  Replying  to  your  letter  of  the  1st  instant,  I  beg  to  say  that  in  the  mit- 
ter  of  the  liquidation  of  the  Bank  of  Statenville,  Statenville,  (la.,  that  permisioii 
was  given  by  this  department  to  the  officers  of  said  bank  to  liquidate  and  pay  off  its 
creditors  about  one  year  ago.  and  as  far  as  this  department  has  ]>een  informed  ihifl 
bank  has  dischargeil  and  paid  off  all  its  obligations. 

As  to  the  matter  of  the  State  Bank  of  Waycross,  Waycroas,  Cra.,  our  records  show  tbil 
this  bank  went  into  voluntary  liquidatio.i  about  March,  1916,  and  since  that  time 
this  department  has  exercised  no  supervision  over  its  affairs,  for  the  reason  tiiat  we 
were  informed  by  its  officers  that  its  depositors  and  other  creditors  have  been  fulk 
paid  off.  No  complaints  have  been  registered  in  this  office  to  the  contrary  by  the 
creditors  of  the  two  above-named  baTiks. 

As  to  the  Waycross  Savings  &  Trust  Co. ,  Waycross,  Ga.,  this  institution  is  not  a  btni 
under  the  laws  of  Georgia,  and  we  have  never  had  any  supervision  over  it. 

Yours,  very  truly,  W.  J.  Sprer, 

State  Bank  Examiner, 
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House  op  Representatives, 
Committee  on  Banking  and  Currency, 

Washington^  September  15, 1919, 
Hon.  George  P.  McLean, 

Chairman  Committee  on  Banking  and  CurrenqUf 

United  States  Senate. 

My  Dear  Senator  McLean:  My  attention  has  been  called  to  No.  6  of  the 
printed  hearings  before  your  committee  on  the  nomination  of  John  Skelton  Williams 
to  be  Comptroller  of  the  Currency,  held  on  Monday,  July  21,  1919,  and  to  the  state- 
ment of  Senator  Gronna  appearing  on  page  449  of  tne  hearings. 

I  desire  to  inform  you  that  on  February  15,  1919^  and  again  on  Juljr  15  last  I  intro- 
duced in  the  House  of  Representatives  a  resolution  calung  for  an  investigation  of 
John  Skelton  Williams  by  a  special  committee  of  the  House.  This  committee,  to  be 
appointed  by  the  Speaker,  would  be  authorized  to  investigate  the  conduct  of  John 
SKelton  WilliamSj  not  only  his  official  acts  as  Comptroller  of  the  Currency  but  his  entire 
conduct  as  an  official  of  Uie  Government. 

At  the  request  of  the  chairman  of  the  Rules  Committee  of  the  House  of  Repre- 
sentatives, I  appeared  before  Uiat  body  to  explain  the  purpose  and  necessity  of 
this  resolution  on  Saturday,  July  19. 

Pursuant  to  the  request  of  that  committee,  I  submitted  to  it  information  that  had 
come  into  my  possession  from  a  trustworthy  source  indicating  that  John  Skelton 
Williams  was  involved  in  and  had  aided  in  the  purchase  by  the  Government  of  the 
Arlington  Hotel  site.  I  stated  that  the  information  was  in  my  possession  and  could 
be  substantiated;  that  Mr.  I^ewis  B.  Williams,  a  brother-in-law  of  John  Skelton 
Williams,  negotiated  the  sale  of  this  property  to  the  Government;  that  Lewis  B. 
Williams,  of  ^e  firm  of  Williams  &  MulUns,  Richmond,  Va.,  brother-in-law  of  John 
Skelton  Williams,  received  a  fee  of  $25,500,  and  that  John  Skelton  Williams  had  a 
partnership  interest  in  this  fee. 

While  tne  Rules  Committee  of  the  House  had  mv  resolution^  under  consideration, 
and  before  it  had  acted  thereon,  John  Skelton  Williams  appeared  before  vour  com- 
mittee and  made  the  statement  referred  to  as  it  appears  in  tne  hearings,  and  in  intem- 
perate and  vituperative  language  demanded  that  I,  a  Member  of  the  House  of  Rep- 
resentatives, appear  before  your  committee  and  there  present  my  charges  relating 
to  his  misconduct  and  submit  the  proof  thereof. 

After  introducing  this  resolution  in  the  House,  after  appearing  in  support  of  this 
resolution  before  the  Rules  Committee  of  the  House,  and  wnile  it  was  still  under  con- 
sideration by  ^at  committee,  presentation  of  the  same  charges  and  of  the  evidence 
in  support  tnereof  4x>  a  committee  of  the  Senate  would,  I  respectfully  submit,  have 
involved  at  least  a  discourtesy  to  a  standing  committee  oi  the  body  of  which  I  have  the 
honor  to  be  a  member. 

I  have  the  highest  respect  for  your  committee,  and  I  reeret  that  momentarily 
there  should  have  escaped  the  attention  of  its  members  the  ract  (1)  that  the  Rules 
Committee  of  the  House  was  considering  an  investigation  into  John  Skelton  Williams's 
official  conduct,  pursuant  to  mv  resolution;  and  (2)  that  the  charges  to  which  Senator 
Gronna  and  the  comptroller  referred  were  made  not  *'in  the  public  prints,"  but  before 
the  Rules  Committee  of  the  House.  I  respectfully  submit  that  in  the  Light  of  tiiese 
^ts  no  criticism  properly  can  attach  to  my  unwillingness  to  transfer  from  the 
Rules  Committee  of  the  House  to  the  Committee  on  Banking  and  Currency  of  the 
Senate  the  chiu^  which  the  former  committee  had  under  consideration. 

When  the  Rules  Committee  of  the  House  shall  act  favorablv  upon  my  resolution 
I  will  be  ready  to  substantiate  every  charge  I  have  submitted  for  its  consideration. 

Permit  me  further  to  bring  to  your  attention  the  fact  that  I  have  stated  to  the 
Rules  Committee  and  on  the  floor  of  the  House  that  if  in  its  judgment  I  should ^  prior 
to  disposition  by  the  House  of  my  resolution  and  while  the  Rules  Committee  is  still 
consiaering  the  matter  submitted  to  it,  transfer  hom  the  committee  of  the  House  to 
your  committee  my  chaiges  against  tiie  comptroller,  I  was  prepared  to  do  so.  Neither 
the  committee  nor  the  House  has  authorized  or  suggested  such  action.  In  the  ab- 
sence of  such  authority  I  have  not  been  and  am  not  now  at  liberty  to  submit  my  charges 
to  another  jurisdiction. 

I  respectfully  request  that  this  communication  be  made  a  part  of  the  record  of  your 
committee,  both  that  its  members,  whose  respect  1  value,  may  understand  the  cir- 
cumstances which  have  restricted  my  action,  and  that  the  unwarranted  aspersions 
of  John  Skelton  Williams  may  not  there  appear  unanswered. 
Very  truly,  yours, 

L.  T.  McFadden. 
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Weycro88  Savings  &  Trust  Co., 

Wayzross,  Ga.,  September  20,  1919. 
Hon.  Geo.  P.  McLean, 

Chairman  Banking  and  Currency  Committee^ 

United  States  Senate,  Washington,  D.  C. 

Dear  Sir:  Part  II  of  the  hearings  before  your  committee  on  the  nomination  of 
John  Skelton  Williams  to  be  Comptroller  of  the  Currency  has  just  come  into  my 
hands.  I  note  on  page  786  a  letter  addressed  to  you  under  date  of  Aug:ust  8,  signed 
**John  Skelton  Williams,  Comptroller,"  in  which  he  says  or  undertakes  to  convey 
the  impression  that  the  Waycroes  Savii^  &  Trust  Co.  is  a  banking  corporation,  Uiat 
it  is  notoriously  insolvent,  and  that  it  is  closed  and  application  made  for  receiver, 
etc. 

Mr.  Williams  has  made  the  statement  before  that  this  company  was  in  the  hands 
of  a  receiver.  Now  he  undertakes  to  amend  for  one  falsehood  by  making  it  several 
and  this  last  one  above  referred  to  was  manufactured  by  his  ** sweet  scented"  exam- 
iner to  suit  the  purposes  of  the  hour. 

To  refute  this  last  diabolical  falsehood  I  have  had  the  clerk  of  the  superior  court 
of  this  county  issue  a  certificate  imder  his  official  seal  certifying  to  the  »ct  that  no 
receivership  proceedings  were  on  the  trial  docket  whatever  and  this  certificate  has 
been  sent  to  you  with  the  request  that  it  be  made  a  part  of  the  record. 

The  Way  cross  Savings  &  Trust  Co.  has  never  done  a  banking  business;  it  has  do 
banking  charter;  it  is  not  insolvent;  it  has  never  been  closed,  and  there  is  no  appli- 
cation tor  receiver  pending.  Mr.  Williams  very  correctly  says,  truth  may  not  over- 
take a  lie  but  may  outlive  it.  I  therefore  ask  that  this  letter  be  printed  in  the  record 
along  with  the  clerk's  certificate  before  referred  to. 
Respectfully  submitted. 

L.  J.  Cooper. 


Georgia,  Ware  County,  ss: 

I,  J.  D.  Mitchell,  clerk  of  the  Superior  Court  of  Ware  Coimty,  do  hereby  certify 
that  there  are  no  proceedings  on  the  trial  docket  of  this  court  to  place  the  Waycros 
Sa\ing8  &  Trust  Co.  in  the  nands  of  a  receiver. 

I  further  certify  that  the  above-mentioned  court  ia  the  only  one  in  this  county 
having  jurisdiction  in  such  proceedings. 

Given  under  my  hand  and  seal  of  office  this  19th  day  of  September,  1919. 

[seal.  I  J.    D.    MiTCHBLL, 

Clerk  Superior  Court,  Ware  County. 


Untted  States  Savings  Bank, 
Washington,  D.  C,  September  22,  1919. 
Hon.  Geo.  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate, 

Dear  Sir:  I  do  not  desire  to  tax  you  or  the  committee  by  making  further  denial 
of  the  various  false  statements  reflecting  upon  me,  made  by  John  Skelton  Williams, 
but  I  do  desire  to  impress  upon  you  and  the  committee  the  fact  that  each  and  everv 
statement  he  has  made  reflecting  upon  me  in  any  way  was  and  is  absolutely  niA 
infamously  false,  as  ^own  by  the  record  of  the  Feoruary  hearing.  He  has  never  in 
his  life  referred  to  any  of  the  matters  about  which  he  now  criticizes  me  until  after  I 
had  opposed  his  confurmation.  The  February  hearings  show  that  the  paper  he  read 
reflecting  upon  me  was  p>ractically  a  tissue  oi  wicked,  willful  falsehoods,  manu£iC' 
tured  by  him  and  Examiner  Trimble,  for  this  special  occasion.  All  these  Snatten 
were  gone  into  at  great  length  in  the  February  hearings  and  shown  to  be  a  tissue  of 
willful  and  malicious  falsehoods. 

The  February  hearings  show  that  the  15  charges  I  made  at  that  time  against  Comp- 
troller Williams  at  pages  11  and  12  of  the  February  hearings  were  all  conclusively 
proven,  except  the  tnird  and  tenth,  which  have  been  proven  conclusively  now  by  the 
testimony  of  Mr.  John  Poole  and  Mr.  Frank  J.  Hc^n.  In  a  few  instances,  I  W^e 
excused  unwilling  witnesses,  as  to  certain  facts,  but  in  each  and  every  case  the  charges 
of  misconduct  have  been  fully  sustained,  including  the  chai:ge  in  r^iund  to  the  Oieoi^ 
&  Florida  Railroad. 

Comptroller  Williams  talked  loudly  about  net  operating  income  and  net  operatiog 
deficit  but  he  did  not  explain  that  such  income  or  deficit  did  not  contemplate  tbfl 
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payment  of  a  single  dollar  on  the  fixed  obligations  of  the  railroad.    This  is  his  usual 
manner  of  deception  and  falsification. 

I  hope  you  and  the  committee  will  remember  that  Comptroller  Williams  made  no 
denial  of  the  charges  filed  against  him  in  the  February  hearings,  but  sought  to  escape 
responsibility  by  reading  his  tissue  of  falsehood  and  slander,  which  he  later  scattered 
all  over  the  country,  especially  wherever  we  had  a  bank,  in  the  attempt  to  hurt  the 
bank  and  me.  If  the  things  he  says  are  true,  he  should  be  driven  from  office  for  not 
mentioning  them  until  after  I  had  opposed  hie  confirmation. 

Not  one  of  my  brothers  opposed  him,  but  he  has  sought  to  escape  by  villifying  and 
slandering  my  brother,  Mr.  L.  J.  Cooper,  of  Waycross,  Ga.,  in  every  wa>r  he  could. 
Mr.  L.  J.  Cooper  has  submitted  to  you  a  statement,  corroborated  by  a  written  state- 
ment of  Hon.  W.  J.  Speer,  treasurer  of  the  State  of  Georgia,  showing  the  statements  of 
Comptroller  Williams  to  be  outrageously  false.  No  creditor  or  depositor  ever  lost  a 
single  dollar  in  anv  financial  institution  in  which  Mr.  L.  J.  Cooper  was  interested, 
and  none  of  them  '  closed , '  *  as  Comptroller  Williams  would  have  you  believe .  There 
were  two  or  three  voluntary  liquidations  of  small  banks  that  were  improfitable,  but 
not  a  dollar  was  lost  to  a  depositor  or  creditor. 

Mr.  L.  J.  Cooper  has  made  a  few  business  mistakes,  buthehasnever  had  a  "creditors* 
committee  appointed' '  or  declared  a  "moratorium"  as  John  Skelton  Williams  con- 
fessed he  had  done.  Mr.  L.  J.  Cooper,  like  an  honest  man,  Ib  seeking  to  repair  and 
correct  his  mistakes,  and  not  seeking  to  avoid  them  by  misrepresentation  and  slander, 
as  John  Skelton  Williams  has  done. 

Comptroller  Williams  made  the  statement  that  the  United  States  Savings  Bank 
had  charged  as  much  as  31  per  cent.  Upon  investigation  I  find  that  a  Government 
employee  obtained  a  loan  of  $25,  payable  in  five  monthly  installments,  which  cost 
him  $1.62,  or  about  $0.32  per  month.  The  Comptroller  agrees  that  a  minimum  charge 
of  $0.50  per  month  is  reasonable,  but  in  this  case  we  collected  only  about  one-half  of 
what  he  agrees  is  reasonable.  This  is  another  illustration  of  his  manner  of  deception 
and  falsification,  as  mentioned  by  Senator  Weeks  in  his  testimony  last  February. 
There  may  have  been  one  or  two  similar  cases  where  we  charged  for  drawing  papers 
as  in  loans  on  automobiles. 

The  February  hearings  also  show  that  his  insinuation  that  I  opposed  him  because 
of  his  criticism  of  any  of  my  loans  or  the  loans  of  my  brothers,  is  also  an  absolute  and 
unqualified  falsehood.  The  record  shows  that  he  has  never  criticized  one  of  my  loans 
in  his  life. 

I  will  not  tire  you  further,  but  I  firmly  believe  that  Mr.  Hogan's  statement  that  99 
per  cent  of  the  testimony  of  Comptroller  Williams  is  false. 

As  a  memorandum  for  your  committee,  I  respectfully  request  that  this  letter  be 
made  a  part  of  the  printed  Hearings,  and  also  the  letters  of  Mr.  L.  J.  Cooper  and  the  Hon. 
W.  J.  Speer,  of  Atlanta,  Ga.,  and  the  inclosed  certificate  from  the  Hon.  J.  D.  Mitchell, 
clerk  of  the  superior  court  of  Ware  Coimty,  Gra. 
Yours,  truly, 

Wade  H.  Cooper,  President, 
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Tbeasuky  Department, 
Office  of  Comptroller  of  the  Curbency, 

Washington,  September  ZS,  1919. 
Hon.  George  P.  McLean, 

Chairman  Banking  and  Currency  Committee, 

United  States  Senate, 

Dear  Sir:  I  have  not  thought  it  worth  while  to  bring  before  your 
honorable  committee  or  to  take  up  space  in  this  record  for  publication 
of  the  himdreds  of  commendatory  letters,  tele^ams,  and  editorials 
which  I  have  received  from  various  sections  of  tne  country  in  re^rd 
to  my  administration  of  the  office  which  I  have  the  honor  to  hold,  but 
as  Mr.  Hogan,  in  his  statement  before  the  committee  on  September  5, 
enlarged,  as  he  did,  upon  what  he  assumes  to  describe  as  the  "omi- 
nous silence^ '  of  the  bankers  of  the  country  on  the  question  of  my  con- 
firmation, I  shall  take  the  liberty  of  introducing  a  few  examples  of 
the  many  commendatory  communications  which  have  come  to  me, 
and  I  will  also  take  occasion  to  add  that,  aside  from  a  few  anonymous 
letters,  I  do  not  recall  that  I  have  received  in  the  past  five  years  as 
many  as  half  a  dozen  letters  condemnatory  of  my  administration  of 
this  office.. 

Under  date  of  Jxme  24,  1919, 1  had  the  honor  to  receive  from  Hon. 
Ira  C.  Copley,  Member  of  the  present  House  of  Representatives,  and 
a  Repubhcan,  the  following  letter: 

House  of  Represent attves, 

Washington,  D,  C,  June  S4,  1919, 
Mr.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Washington,  D.  C. 

Dear  Mr.  Comptroller:  I  have  your  favor  of  June  20,  together  with  its  incloeure^ 
and  beg  to  thank  >rou  verv  much  for  the  information. 

It  is  ray  own  opinion,  oased  on  mv  own  observation,  that  the  comptroller's  office 
is  better  nin,  on  the  whole,  than  it  has  been  in  the  entire  30  years  auring  which  I 
have  been  engaged  in  business. 

I  have  business  relation  with  almost  100  different  banks.  My  business  frequently 
has  a  great  deal  of  money  on  deposit  and  we  frequently  borrow  a  great  deal  of  money. 
It  is  to  the  interest  of  every  soimd  business  man  that  the  bank  with  which  he  de«^ 
should  be  run  right  up  to  the  handle. 

I  am  frank  to  say  to  you  that  I  have  heard  many  complaints  about  you  as  ComptroUer 
of  the  Currency,  and  I  have  never  missed  such  an  opportunity  to  express  myself  » 
believing  the  national  banks  generally  are  in  better  condition  to-day  than  they  have 
ever  been  in  the  history  of  banks  in  tms  country. 

I  had  a  discussion  one  evening  a  few  months  ago  with  a  well-known  citizen  of  the 
State  of  Minnesota,  who  was  criticizing  you  and  your  methods.  I  repeated  my  "can- 
ned' '  formula.  He  told  me  that  any  bank  could  get  along  in  times  such  as  we  were 
enjoying  at  that  moment.  The  next  morning  I  opened  a  Chicago  Tribune  and  saw 
that  the  day  before  13  State  banks  in  Minnesota  nad  closed.  I  cut  out  the  article 
and  sent  it  to  him,  suggesting  that  it  might  be  a  good  thing  for  the  Minnesota  State 
bank  examiners  to  follow  the  disagreeable  methods  of  the  Comptroller  of  the  Currency 
of  the  United  States. 
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I  want  to  see  the  banks  of  this  country  absolutely  sound.  I  hope  to  have  some 
money  deposited  in  some  of  th^m  some  time  in  the  future.  I  am  very  sure  I  shall 
frequently  want  to  borrow  money  from  them,  and  I  want  to  be  able  to  enjoy  botli 
functions  of  the  banking  system  with  perfect  equanimity  and  a  feeling  of  absolute 
securitv. 

Very  truly,  yourp, 

I.  C.  Copley. 

In  repl^  to  a  note  from  me  asking  whether  I  might  make  use  of 
his  letter  if  I  should  desire,  Representative  Copley  said: 

You  are  at  liberty  to  use  my  letter  in  any  way  you  see  fit.  I  did  not  send  it  in 
confidence.  My  opinion  of  the  comptroller's  office  is  not  confidential.  I  think  the 
banks  are  in  mer\'elous  shape. 

Under  date  of  May  1,  1919, 1  had  the  honor  to  receive  from  another 
Member  of  the  House  of  Representatives,  also  a  Republican,  a  letter 
commenting  upon  a  press  statement  given  out  by  this  office  with  ref- 
erence to  the  condition  of  national  banks,  in  which  he  said : 

The  facts  you  present  are  remarkable  and  bespeak  of  general  prosperity  throughout 
the  country,  also  of  the  strength  of  our  currency  and  banking  system  and  the  splendid 
executive  abilitj-  of  thoee  in  charge. 

As  a  Republican  and  member  of  the  opposite  party,  I  wish  to  congratulate  you 
upon  the  splendid  showing  you  make. 

I  also  introduce  the  following  copy  of  resolutions,  imanimously 
adopted  July  17,  1919,  by  the  board  of  directors  of  the  chamber  of 
commerce  of  my  home  city,  Richmond,  Va. : 

RESOLUTIONS   PASSED  BY  THE  BOARD  OP  DIRECTORS  OP  THE   RICHMOND  CHAMBER   OF 

COMMERCE,  JULY  17,   1919. 

It  appearinj^  from  the  public  press  that  an  assault  is  being  made  upon  Mr.  John 
Skelton  Williams  and  his  administration  of  the  high  office  of  Comptroller  of  the 
Currency,  which  he  has  occupied  with  such  distinction  for  several  years  past: 

Resolved,  That  the  Chamber  of  Commerce  of  the  City  of  Richmond,  of  which  city 
he  has  been  a  life-long  resident,  desires  to  put  on  record  its  perfect  belief  in  the  exalted 
integrity  and  high  character  ojf  Mr.  Williams  and  its  admiration  for  the  faithfulness, 
splendid  efficiency,  and  entire  impartiality  with  which  he  has  administered  his 
responsible  office.  And  we  tender  our  congratulations  to  this  distinguished  Virginian, 
that  no  complaint  of  his  performance  of  public  duties  has  come  from  any  sources  except 
from  thoee,  who  seeking  evasion  of  the  law,  are  inspired  by  motives  of  revenge. 

Teste. 

[seal.]  P\  D.  Dunlop,  Secretary. 

From  the  mayor  of  my  home  city  I  received  the  following  letter: 

Office  of  the  Mayor, 
CUy  of  Richmond,  Va.,  February  25,  1919. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currency,  Washington,  D.  C. 

Dear  Mr.  Wiluams:  Accept  my  con^tulations  upon  the  report  of  the  committee 
favorable  to  your  confirmation.    It  was  just  what  I  expected  ana  wished.    The  whole 
countrv  should  be  gratified. 
Very  truly,  yours, 

George  Ainsub. 

From  R.  Goodwin  Rhett,  former  president  of  the  Chamber  of  Com- 
merce of  the  United  States,  also  president  of  the  Peoples'  National 
Bank,  of  Charl^ton,  S.  C,  I  received  imder  date  of  April  24,  1919,  a 
letter  in  which  he  said: 

I  think  few  will  question  that  the  national  banks  have  been  very  materially 
Btrengthened  during  your  administration.    Many  undoubtedly  have  cnafed  under^. 
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the  additional  work  imposed  upon  them  in  working  out  plans  of  analysis  \rhich 
shall  reveal  the  weaknesses,  and  those  who  have  suffered  through  such  revelation 
naturally  are  sore.  Some  of  this  is  coming  to  the  surface,  but  your  service  to  the 
national*  banking  system  and  to  the  country  in  making  it  a  safer  and  saner  depository 
can  never  be  blotted  out. 

From  J.  A.  Griffin,  president  of  the  Florida  Bankers'  Association, 
I  received  a  copy  of  letter  addressed  by  him  under  date  of  March  1, 
1919,  to  a  United  States  Senator,  in  wfiich  he  said: 

It  is  with  regret  that  I  note  an  organized  fight  is  being  made  in  the  Senate  against 
the  confirmation  of  Mr.  John  Skelton  Williams's  reappointment  as  Oamptroller  of  the 
Currency. 

While  I  do  not  doubt  but  that  you  will  zealously  support  him,  1  write  to  say  that 
it  is  my  si^ber  and  earnest  conviction  that  Mr.  Williams  has  made  a  splendid  cc»mp- 
troller.  He  has  energetically,  capably,  and  fearlessly  discharged  the  duties  of  his 
ofhce.  In  manv  ways  he  has  required  the  national  banks  of  the  country  to  mora 
closely  observ^e  both  the  spirit  and  the  letter  of  the  law.  thereby  raiainsr  the  standard 
of  banking  ethics,  promoted  better  banking,  and  benefiting  the  depositing  and- com- 
mercial public  which  they  serve. 

Under  date  of  March  8, 1919,  a  director  in  the  Federal  Reserve  Bank 
of  Cleveland  wrote  me  as  follows: 

I  have  iust  read  a  copy  of  your  communication  to  Congressman  McFadden. 

For  a  direct,  dignified,  overwhelming  reply  to  his  unwarranted  chai^ges  your  lett» 
is  unanswerable.  You  have  the  satisfaction  of  knowing  that  you  have  been  the  means 
of  clearing  up  more  banking  practices  that  should  never  have  been  tolerated  than 
all  your  predecessors  combined,  and  I  feel  confident  that  when  the  facts  are  thoroughly 
understood  by  the  Senate  your  confirmation  will  be  certain. 

Mr.  Charles  A.  Lyerly,  member  of  the  Federal  advisory  council  of 
the  Federal  Reserve  Bank  of  Atlanta  and  president  of  the  First 
National  Bank,  of  Chattanooga,  wrote  me  under  date  of  June  6  as 
follows: 

As  stated  to  Senator  McKellar,  I  feel  very  much  interested  in  your  confirmation; 
and  if  there  is  anything  further  that  I  can  do,  I  hope  you  will  command  me.  I  wouM 
not  be  adverse  to  going  before  the  Senate  committee  if  I  can  do  any  good.  Please 
imderstand  this,  and  you  have  my  permission  to  have  me  summoned  if  you  so  desire. 

In  a  statement  which  Hon.  Edward  C.  Stokes,  former  governor  (rf 
New  Jersey,  chairman  of  the  Republican  State  Committee  and  presi- 
dent of  the  Mechanics'  National  Bank  of  Trenton,  voluntarily  gave 
to  the  press,  and  which  was  published  in  the  morning  papers  of  June 
30,  1919,  the  governor  said: 

The  strength  and  security  of  the  national  banking  system  has  demonstrated  itself 
during  the  war,  and  is  of  vital  importance  to  the  depositor  and  stockholder  who 
intrust  their  money  to  its  care.  Much  of  the  strength  and  safety  of  the  system  is  due 
to  proper  governmental  supervision. 

I  started  as  a  clerk  when  a  boy  in  a  bank  in  1883,  and  I  know  of  no  comptroller  who, 
I  think,  has  been  more  efficient  than  Mr.  Williams.  His  administration  of  the  law 
has  been  painstaking  and  sane,  with  judicial  consideration  of  extenuating  circunh 
stances,  and  practical  difficulties  in  each  specific  case. 

He  has  brought  to  the  directors  a  better  knowledge  of  the  national  banking  law, 
and  a  better  knowledge  of  the  detailed  conditions  of  the  banks  under  their  super- 
vision, and  stopped  some  of  the  careless  ethical  practices  that  grow  up  in  the  course 
of  time  in  the  nurry  of  business  affairs.  His  work  in  this  respect  has  added  to  the 
security  and  strength  of  the  system,  and  should  meet  with  the  approval  of  ever}'  fair- 
mindea  banker. 


bs 

an  

the  country  if  a  man  of  Mr.  Williams*s  character  and  experience  should  be  forced  to 
retire,  because,  in  the  proper  performance  of  his  duty,  ne  has  aroused  criticism  and 
enmity. 


NOMINATION  OF  JOHN  SKBLTON  WILUAICS.  985 

The  bank  commissionor  ol  Vermont,  Hon.  F.  C.  Williams,  in  a 
letter  which  I  had  the  honor  to  receive  from  him  under  date  of  May 
17,  1918,  said: 

I  certainly  think  that  you  and  your  friends  Rhould  all  be  gratified  at  the  vindication 
of  your  course  relative  to  the  Riggs  National  Bank  as  indicated  by  this  statement.  It 
is  very  evident  that  you  have  compelled  the  respect  of  the  bankers  of  the  country  in 
the  attitude  you  have  taken  in  the  many  very  perplexing  situations  which  have  con- 
fronted you  since  your  appointment  as  comptroller. 

Mr.  Herbert  Fleishhacker,  formerly  member  of  the  Federal  advis- 
ory council  of  the  Federal  reserve  bank  of  San  Francisco,  who  is  also 
president  of  one  of,  if  not  the  largest  bank  in  San  Francisco — the 
Anglo  &  London-Paris  National  Bank,  with  resources  of  about 
$100,000,000 — wrote  me  under  date  of  February  28,  as  follows: 

I  have  just  read  with  great  pleasure  the  announcement  that  the  Senate  Finance 
Committee  has  recommended  your  reappointment  as  comptroller,  and  take  this 
opportunity  of  congratulating  you,  and  at  the  same  time  I  think  the  national  banks 
are  to  be  highly  congratulated  upon  having  a  man  of  your  splendid  inte^ty  and 
ability  at  the  head  of  this  important  department.  Under  your  able  supervision  the 
banks  of  the  country  have  shown  a  remarkable  growth  and  are  to-day  in  sounder  con- 
dition than  ever  before  in  their  history,  and  your  foresight  as  well  as  careful  and  con- 
structive judgment  has  been  one  of  the  large  Victors  in  bringing  about  this  condition. 

The  same  writer  also  said,  in  his  letter  to  me  of  August  29,  1919: 

I  believe  your  administration  has  been  highly  efficient  and  fair,  and  have  no  hesi- 
tation in  saying  so.  I  was  always  glad  of  the  opportunity  which  my  three  years' 
service  on  the  Federal  advisory  council  gave  me  of  coming  m  close  touch  with  your- 
self, diuing  which  time  I  found  you  not  only  fair  but  broad  in  all  of  your  viewpoints, 
and  it  is  a  source  of  gratification  to  me  to  be  able  to  testify  to  your  integrity  and  ability. 

I  have  been  furnished  with  a  copy  of  the  following  telegram,  sent 
without  my  knowledge  under  date  of  July  2,  1919,  to  a  United  States 
Senator,  signed  by  the  presidents  of  six  leading  banks  and  trust  com- 
panies of  St.  Louis,  MO.,  including  two  former  presidents  of  the 
American  Bankers'  Association. 

We  strongly  reconmiend  John  Skelton  Williams  for  confirmation  as  comptroller  and 
do  hope  you  will  vote  for  him. 

Walker  Hill. 
President  Mechanics-American  National  Bank. 

Edward  B.  Pryor, 
President  State  National  Bank. 

F.  0.  Watts, 
President  Third  National  BoTik. 
John  G.  Lonsdale, 
President  National  Bank  of  Commerce. 
N.  A.  McMUiLAN, 
President  St.  Louis  Union  National  Bank. 

BRECKBNRn>OB  JONSS. 

Messrs.  Hill  and  Watts,  whose  names  are  simed  above,  are  both 
former  presidents  of  the  American  Bankers'  Association.  Mr.  Hill 
is  a  director  of  the  Federal  reserve  bank  of  St.  Louis  and  Mr.  Watts 
is  the  member  of  the  Federal  advisory  council  for  the  St.  Louis  dis- 
trict. A  specially  strong  letter  from  Festus  J.  Wade,  president  of  the 
Mercantile  Trust  Co.  of  St.  Ijouis,  is  printed  on  page  385  ot  these 
hearings. 
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Mr.  Logan  C.  Murray,  a  New  York  banker,  and  for  two  terms 
president  of  tbe  American  Bankers'  Association,  under  date  of  July 
18,  1919,  sent  rao  the  following: 

I  see  by  the  daily  papers  that  the  Senate  Committee  of  Banking  is  holding  hearings 
in  the  matter  of  vour  confirmation  by  the  Senate. 

I  have  been  a  bank  officer  for  over  40  years,  and  durine  that  time  I  have  been  quite 
fauniliar  with  all  the  Comptrollers  of  the  Currency,  and  I  want  to  say  th&t  my  .experi- 
ence with  the  banks  throughout  the  country  generally,  by  reason  of  the  fact  mat  I  wie 
for  two  terms  president  of  the  American  Bankers'  Association  and  quite  fawrili^^r  with 
the  banks  of  the  country,  and  I  have  this  to  say,  that  no  Comptroller  of  the  Currency, 
ill  my  opinion,  based  on  this  knowledge,  has  ever  had  so  successful  a  management  of 
the  great  system  as  you  have  put  into  operation,  and  the  result  of  the  few  ^lures 
throughout  the  country  of  banks,  as  compared  to  what  it  was  20  or  30  years 'ago,  is  a 
most  marvelous  record. 

I  am  satisfied  that  it  has  been  accomplished  by  reason  of  your  watchfulness  and 
obedience  to  the  laws  of  the  national  banks  througnout  the  whole  country. 

I  am  speaking  from  the  knowledge  as  indicated  above,  and  I  must  say  that  I  can  not 
imagine  the  Senate  not  promptly  confirming  your  nomination  for  a  continuance  of 
your,  what  I  consider,  most  successful  management  of  the  banks  of  the  country.  I 
confidently  hope  that  it  may  be  that  your  great  service  may  be  recognized  in  this  con- 
firmation. 

Mr.  J.  A.  McCord,  governor  of  the  Federal  Reserve  Bank  of  At- 
lanta, under  date  of  May  20,  1919,  wrote: 

Our  observation  and  our  re\'iew  of  the  statements  furnished  to  us  bv  national  banks 
show  a  more  healthy  condition  than  at  any  time  in  the  past.  We  believe  that  there  ia 
a  general  tendency  to  sec  that  all  national  banks  are  put  upon  a  sound  and  safe  basis, 
and  that  good  banking  principles  are  being  adoptea;  and  tins  is  ha\'ing  its  reflex 
influence  upon  the  State  institutions,  who  are  turning  in  the  same  direction. 

Hon.  F.  W.  Cathro,  director  general  of  the  Bank  of  North  Da- 
kota, under  date  of  May  12,  1919,  wrote  me: 

I  want  to  avail  myself  of  the  first  opportunity  I  have  had  since  my  appointment  in 
connection  with  this  new  bank  to  offer  my  congratulations  on  your  reappK>intment  as 
Comptroller  of  the  Currency,  and  sincerely  hope  that  your  appointment  may  be  con- 
firmed. 

I  realize  the  important  work  you  have  done  for  the  country  in  connection  with 
national  banks,  and  am  hoping  that  cordial  relations  may  be  established  between  your 
office  and  this  new  State-owned  bank. 

Mr.  J.  W.  Stoll,  describing  Imrself  as  now  and  alwavs  a  staunch 
Republican,  former  president  of  the  Kentucky  Bankers^  Association 
ana  president  of  the  leading  national  bank  of  Lexington,  Ky.,  has 
furnished  me  with  the  following  copy  of  a  letter  ad£*essod  by  him 
to  United  States  Senator  Penrose,  under  date  of  June  25,  1919: 

Hon.  Boies  Penrose, 

United  States  Senatej  Washington,  D.  C. 

Dear  Sir:  I  understand  that  the  question  of  the  confirmation  of  Mr.  John  Skelton 
Williams  as  Comptroller  of  the  Currency  will  come  before  the  Senate  Committee  on 
Banking  and  Currency  in  the  next  few  days. 

In  justice  to  a  man  of  ability,  and  one  who  has  filled  a  very  difficult  governmental 
position  in  a  highly  satisfactory  way,  I  am  taking  the  liberty  of  writing  you  and  request, 
mg  that  you  give  Mr.  Williams  your  support.  For  nearly  40  years  I  have  been  an 
employee  of  this  institution.  I  have  watched  the  course  of  the  various  comptroUen 
who  have  occupied  that  position  with  great  interest,  and  I  unhesitatingly  say  that 
no  man  in  all  those  years  has  filled  the  position  with  greater  success. 

Your  attention  is  called  to  the  fact  that  during  the  trying  year  of  1918  only  ooe 
national  bank  in  the  whole  United  States  failed,  and  that  a  comparatively  small  one 
in  California.  This  condition  is  unquestionably  due  to  a  very  great  extent  to  the 
splendid  administration  of  the  office  of  comptroller  by  Mr.  Williams,  and  I  believe 
entitles  Mr.  Williams  to  reappointment  and  confirmation. 
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I  recognize  the  fact  that  Mr.  Williams  has  been  exacting  of  the  national  banks  in 
his  management  of  the  comptroller's  office,  but  no  more  so  than  he  should  have  bem. 
I  am  thoroughly  con\T.nced  that  his  insistence  that  the  banks  comply  with  the  letter 
and  spirit  of  the  law  has  been  the  means  of  keeping  the  national  banks  in  the  splendid 
condition  in  which  we  now  find  them,  and  this  aftJr  going  through  four  or  five  yeuw  of 
most  tr>'ing  times. 

As  to  my  own  bank,  Mr.  Williams  has  never  required  of  us  anything  whiclf  was 
in  the  least  unreasonable  and  which  was  not  for  the  good  of  our  institution.  He 
has  not  hesitated  to  criticise  us  whenever  any  matter  came  up  which  did  not  meet 
with  his  approval,  and  in  every  instance  his  position  has  been  the  correct  one.  He 
has  shown  an  amoimt  of  knowledge  of  the  conaition  of  the  books  which  I  have  never 
observed  in  any  other  comptroller,  which  clearly  indicates  that  he  does  not  trust 
the  affairs  of  his  office  to  subordinates,  but  is  himself  in  close  touch  with  the  situa- 
tion in  every  part  of  our  country. 

All  of  these  things  1  feel,  Senator  Penrose,  entitle  Mr.  Williams  to  confirmation, 
and  I  sincerely  hope  that  you  Will  support  him.  I  admit  thpt  there  has  been  mudi 
criticism  of  his  management  of  the  office,  but  I  have  yet  to  learn  where  Mr.  Williams's 
position  was  not  the  correct  one.  No  instance  of  conflict  between  the  comptroller's 
office  and  any  bank  has  come  under  my  observation  where  Mr.  Williams's  position 
was  not  absolutely  correct. 

My  interest  in  the  matter  is  entirelv  cpnfined  to  my  desire  to  see  a  faithful  public 
8er\'ant  continued  in  office.  Politically,  I  am  entirely  opposed  to  Mr.  Williams.  I 
am  now  and  always  have  been  a  staunch  Republican.  A  member  of  my  family  is 
the  chairman  of  the  Republican  county  committee  and  at  this  very  time  I  am  myself 
being  urged  by  many  leading  Republicans  to  become  their  candidate  for  State  senator 
at  the  next  election.  I  mention  these  facts  to  show  you  that  I  have  no  political 
interest  in  Mr.  Williams's  confirmation. 
Very  truly,  yours, 

J.  W.  Stoll,  President, 

Under  date  of  May  19,  1919,  I  had  the  honor  of  receiving  from 
Hon.  Simon  Bamberger,  governor  of  Utah,  the  following  letter: 

1  am  deeply  grateful  to  you  for  the  information  contained  in  your  letter  of  May  7 
and  the  circular  accompanying  it  concerning  the  powth  of  the  national  banking  sys- 
tem. The  condition  reflected  in  the  data  supplied  is  a  little  short  of  remarkable, 
and  1  take  this  opportunity  of  conveying  to  you  my  heartiest  congratulations  upon 
the  wonderful  showing. 


inder  date  of  February  26,  Hon.  W.  A.  MacCorkle,  former  gov- 
ernor of  West  Virginia,  and  now  president  of  a  national  bank  in 
Charleston,  W.  Va.,  telegraphed  me  as  follows: 

Can  1  be  of  any  help  to  you  with  anyone?  If  so,  let  me  know  by  wire.  I  would 
regard  it  as  a  great  backward  step  in  the  banking  system  of  the  United  States  if  you 
are  not  confirmed. 

Your  administration  has  been  vigorous,  earnest,  and  in  the  line  of  conservative 
bankin|^,  and  I  am  sure  that  every  banker  who  wants  a  faithful  administration  and 
the  trying  out  of  new  laws  indorses  the  above  statement. 

Would  be  glad  to  be  of  any  possible  service  to  you,  because  I  believe  it  would  be 
of  senice  to  the  country.  I  wire  this  both  as  a  president  of  a  national  bank  and  as 
a  citizen. 

W.  A.  MACC0RKI4E. 

Hon.  Francis  H.  Weston,  United  States  district  attorney  in  South 
Carolina,  who  also  had  much  experience  as  bank  president  and  coim- 
sel  for  banks,  wrote  me  imder  date  of  July  22,  1919,  as  follows: 

I  am  shocked  and  outraged  at  the  attacks  made  on  you  by  Mr.  McFadden  and  one 
or  two  others.  1  wish  there  was  something  I  could  do  besides  writing  and  expressing 
my  entire  confidence  in  your  integrity.  1  have  known  in  the  course  of  my  life  many 
men,  but  I  have  never  known  of  a  cleaner  man  than  you.  In  the  course  of  your  life 
it  can  be  said  without  the  least  compromise  with  truth  that  you  have  lived  up  to 
the  highest  standard,  and  made,  as  1  know,  terrible  sacrifices  for  your  convictions. 
As  a  practical  banker  1  know  that  the  regulations  promulgated  by  you  have  been  in 
the  interest  of  safety  to  the  depositors  and  the  stocknolders.  Your  protection  of  those 
who  borrow  money  from  usury  has  no  doubt  offended  many  bankers  who  were  taking 
advantage  of  unfortunate  borrowers  and  defying  the  law. 
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Under  date  of  March  26,  1919,  Mr.  John  W.  Boehne,  Evansville, 
Ind.,  a  director  of  the  Federal  Reserve  Bank  of  St.  Louis,  wrote  me 
as  follows: 

I  am  with  you  in  your  crusade  against  the  crooked  bankers  of  this  country,  and  I 
hope  you  will  win  out  in  this  case,  as  I  know  you  will. 

if  the  United  States  Senate  will  stand  for  sound  banking  and  do  the  will  of  the 
depoflitoTB  of  this  country,  they  will  promptly  confirm  your  appointment. 

Under  date  of  February  21,  1919,  I  received  from  a  member  of  the 
Boston  (Mass.)  bar  a  letter  in  which  the  writer  said: 

May  I  express  heartiest  indorsement  your  administration,  Comptroller  of  Currency, 
particularly  fair,  courageous,  and  efficient  manner  in  which  you  nave  handled  finan- 
cial aspects,  Boston  &  Maine  problem.  Shall  be  very  glaS  to  be  of  any  possible 
assistance  in  support  confirmation,  reappointment,  either  before  committee  now  hold- 
ing hearings  or  otherwise  as  may  be  agreeable  to  you. 

Mr.  F.  W.  Foote,  director  of  the  Federal  Reserve  Bank  of  Atlanta 
and  vice  president  of  the  First  National  Bank  of  Hattiesbm^,  Miss., 
in  a  letter  to  this  office  under  date  of  Jime  24,  1919,  said: 

You  have  been  of  great  assistance  to  the  national  banks.  The  fearless,  practical 
course  you  have  purcued  in  ad  Noising  the  American  public  of  fact*  concerning  banking 
conditions  has  contributed  immensely  to  increased  public  respect  for  national  banks. 
As  a  result  thereof  the  national  banks  possess  greater  influence  and  efficiency,  and 
that  being  true,  the  Federal  Reserve  System,  one  of  the  principal  limits  of  the  !saticai, 
increased  correspondingly  in  strength  and  usefulness.  The  State  l)ank8  have  raved, 
little  appreciating?  that  the  natural  functions  of  your  office  demand  that  its  efforts 
be  put  forth  in  this  regard  in  a  frank  manner.  State  banks  by  the  nature  of  relatii>ns 
are  opposed  to  national  banks,  and  it  even  extends  in  a  degree  to  the  reserve  8>*8tem. 
The  lact  that  your  efforts  are  outstandingly  prominent  has  been  the  cause  naturally 
of  a  great  deal  of  discussion,  on  the  principle  that  one  howls  when  hit.  But  ii  hi 
done  a  lot  of  good.  The  discussion  occasioned  delmte  throughout  the  country  to 
much  educational  advantage,  the  facts  necessarily  drifting  the  neutral  mind  tn  the 
logical  conclusion.  And  the  inflamed  individual  even  recognizes  down  in  his  heart 
that  you  are  justified  in  giving  the  pul>lic  full  ad\^ce8  regarding  banking. 

1  think  your  propaganda  in  the  interest  of  national  banks,  and  indirc<*tly  in  the 
interest  of  the  I'ederal  reserve  system  and  the  entire  public,  has  made  a  strong  con- 
tribution to  the  jAiblic  welfare  and  has  materially  increased  the  strength  of  national 
banks  and  the  P^ederal  reserv-e  system. 

Harrison  Nesbit,  president  of  the  Bank  of  Pittsburgh,  N.  A.,  one 
of  the  largest  and  most  successful  banks  in  Pennsylvania,  sent  me  a 
copy  of  the  following  letter  addressed  by  him  to  a  United  States 
Senator: 

July  22,  1919. 

Mv  Dear  Senator:  Without  the  knowledge  or  request  of  Comptroller  Williams, 
and  merely  with  a  view  to  placing  before  you  the  experience  of  our  institution  tf 
well  as  our  opinion  of  the  comptroller's  administration,  I  take  the  liberty  of  submit- 
ting the  following,  to  wit: 

As  you  are  aware,  the  Bank  of  Pittsburgh,  N.  A.,  is  one  of  the  largest  national 
banks  in  Pittsburgh,  which  gives  us  an  opportunity  to  fairly  well  judge  the  efficiency 
of  the  comptroller's  office.  Our  entire  experience  gives  us  nothing  but  a  favorable 
opinion  as  to  the  financial  judgment  of  Comptroller  Williams  and  oi  the  efficiency  of 
his  office.  We  believe  he  has  been  one  of  the  most  capable  comptrollers  and  htf 
courageously  fulfilled  the  duties  of  his  office  by  requiring  strict  compliance  with  all 
the  provisions  of  the  national  banking  laws.  We  do  not  believe  that  he  imposes  any 
conditions  which  a  bank  should  not  readily  meet.  Our  idea  is  that  Comptroller 
Williams  has  improved  and  developed  bank  examinations  and  other  important 
features  of  his  office  to  a  point  of  greater  efficiency. 

Knowing  that  you  desire  full  expression  from  those  living  in  your  district,  1  takt 
pleasure  in  recording  my  views  upon  this  subject  while  the  matter  of  confinnatian  is 
still  under  consideration.  I  sincerely  hope  that  you  may  see  your  way  clear  to  vote 
for  the  confirmation  of  Comptroller  Williams,  as  I  believe  that  hia  judgment  and  cap* 
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bilitiee  as  well  as  his  efficient  administration  of  the  office  fully  entitle  him  to  con- 
firmation. 
With  kindest  personal  regards  and  best  wishes,  believe  me  to  be, 
Yours,  very  truly, 

Harrison  Nesbit,  President, 

President  Brown,  of  the  Citizens'  National  Bank  of  Raleigh,  N.  C, 
on  June  19,  1919,  said: 

I  have  watched  this  growth  with  a  great  deal  of  interest,  and  more  gratifying  than 
the  increase  in  the  number  of  banks  is  the  apparently  very  much  better  condition 
of  those  that  have  been  alreadv  operating.  I  am  sure  that  in  the  rest  of  the  country 
the  same  conditions  prevail  that  exist  in  North  Carolina,  and  here,  undoubtedly, 
the  national  banks  were  never  in  such  excellent  condition. 

I  am  fully  aware  that  often  the  banks  have  criticised  the  comptroller  for  some  of 
his  requirements  that  seemed  useless  to  them,  but  I  am  equally  sure  that  all  agree 
that  under  your  administration  the  system  has  been  very  much  improved. 

The  president  of  a  national  bank  in  New  York  City,  with  assets 
of  over  $50,000,000,  wrote  me  under  date  of  September  11,  1919,  as 
follows: 

I  have  read  with  a  great  deal  of  interest  your  letter  to  the  Banking  and  Currency 
Committee  of  the  United  States  Senate,  and  have,  in  fact,  followed  along  ^vith  much 
interest  the  unjust  and  malicious  endeavors  of  your  enemies  to  malign  you. 

Personally,  I  do  not  believe  the  matter  is  taken  seriously,  for  all  reputable  bankers 
in  the  United  States  know  your  honesty,  endeavors  of  purpose,  and  the  extraordinary 
results  yon  have  created  under  the  national  banking  laws  of  this  age. 

I  believe  99  per  cent  of  the  bankers  in  the  United  States  would  be  pleased  to  express 
this  in  writing  in  the  same  fashion  that  I  have. 

I  trust  thi^t  your  annoyance  in  this  direction  may  soon  be  a  thing  of  the  past,  and 
if  there  is  any  fashion  in  which  I  can  serve  you,  you  have  only  to  command  me. 

The  chairman  of  the  National  Bank  of  Commerce,  Kansas  City, 
Mo.,  Mr.  W.  T.  Kemper,  furnished  me  with  the  following  copy  of  a 
telegram,  which  he  courteously  and  without  my  knowledge  or  re- 
quest sent,  imder  date  of  July  9,  1919,  to  a  United  States  Senator: 

I  feel  verv  sure  I  am  expressing  the  views  of  a  very  large  majority  of  the  national 
bankers  of  Missouri  when  I  urge  you  to  sujxport  the  confirmation  of  John  Skelton 
Williams  as  Comptroller  of  Currency.  We  have  never  had  a  more  conscientious, 
painstaking,  fearless,  fair  comptroller  than  John  Skelton  Williams.  Many  bankers 
who  formerly  opposed  Williams  now  realize  his  true  worth  and  are  anxious  for  his 
confirmation. 

W.  T.  Kkmper, 
Chairman  National  Bank  of  Commerce. 

Under  date  of  February  26,  1919,  I  received  from  the  cashier  of 
the  First  National  Bank  of  Madison,  111.,  the  following  letter: 

As  an  official  of  a  small  link  in  the  great  chain  of  national  banks  of  this  country, 
I  wish  to  express  to  you  my  gratification  at  the  action  of  the  Senate  committee  m 
reporting  favorably  on  your  renomination  to  your  present  office.  I  do  iiot  see  how 
any  sensible  man  who  has  at  heart  the  interest  of  tne  country's  banking  institutions 
could  oppose  your  renomination  when  vour  administration  of  the  comptroller's  office 
has  been  so  highly  efficient,  so  strictly  following  the  letter  of  the  law,  and  so  just. 

Allow  me  to  say  to  you  that  the  relations  of  this  bank  with  your  office  have  been 
exceedingly  pleasant.  Your  requirements  of  us  have  never  been  arbitrary.  On  the 
contrary,  they  have  been  reasonable,  and  your  attitude  has  at  all  times  been  helpful. 
Under  your  administration  national  banks  have  been  placed  on  a  higher  plane  of 
safety  tnan  ever  before,  and  the  record  of  one  failure  last  year  is  one  to  excite  the 
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admiration  of  anvone  who  haa  the  welfare  of  the  people  of  this  country  at  heart  Yoa 
have  rightly  held  that  national  banks  should  oe  conducted  in  the  interest  of  the 
shareholders  and  of  the  people  at  large.  You  have  insisted  upon  a  strict  observance 
of  the  law,  both  in  letter  and  spirit.  No  sensible  man  would  ask  more,  and  no  honeet 
man  could  ask  less. 

President  Fishbum,  of  the  Merchants'  National   Bank,  of  Loe 
Angeles,  Calif.,  on  May  22  wrote: 

The  country  is  to  be  congratulated  upon  the  soundness  of  its  national  banks,  due 
in  part,  I  think,  to  the  Federal  reserve  svstem,  and  as  much,  periiapa,  to  tilie  dm 
supervision  of  the  a)mptroller'8  oflSce  under  your  management.  ^  I  have  noted  with 
some  interest  the  complaints  and  criticisms  of  your  rigid  supervision,  but  if  the  bank 
operations  conform  to  the  requirements  of  the  law  there  is  nothing  to  fear  from  sudi 
supervision,  and  the  so-called  annoying  details  in  statements^  and  reports  required 
are  more  than  offset  by  imniunity  from  failure.  Rigid  supervision  is  certainly  prefer- 
able to  carelessness  or  indifference  in  the  comptroller's  oflfice. 

The  president  of  the  Carolina  National  Bank,  of  Columbia,  S.  C, 
under  date  of  February  21,  1919,  wrote  me  as  follows: 

We  notice  that  some  fight  is  bein^  made  against  you  before  the  Senate  Committed 
on  Banking.  1  therefore  take  the  liberty  of  addressing  Senator  Owens,  chairman  of 
the  committee,  the  following  telegram: 

"  We  regret  to  see  that  some  fight  is  being  made  against  the  Hon.  J.  Skelton  Williams, 
Comptroller  of  the  Currency.  I  have  Imown  Mr.  Williams  in  business  affairs  for  mow 
than  a  quarter  of  a  century  and  am  intimately  acquainted  with  his  administration  of 
the  office  of  Comptroller  of  the  Currency  and  appreciate  the  good  work  that  he  hm 
done  in  that  capacity.  I  therefore  desire  to  place  before  your  committee  as  a  matter 
of  information  tne  hearty  indorsement  of  this  bank  of  his  administration  as  Comptroller 
of  the  ( 'Urrency  and  fear  that  any  interference  with  his  administration  will  prove  an 
injury  to  banking  institutions  of  our  country.  Anv  consideration  which  you  may  give 
to  these  views  will  be  highly  appreciated  bv  this  oank. 

"W.    A.    ClJ^RK, 

•*  President,  the  Carolina  National  Bank,'' 
I  therefore  trust  that  the  testimony  of  this  bank  will  be  of  some  service  to  ywi. 

Cashier  Hunter,  of  the  National  Valley  Bank  of  Staunton,  Va., 
on  Jime  16,  1919,  in  a  letter  said: 

We  have  received  and  read  with  interest  the  transcript  of  the  hearings  before  the 
Banking  and  Currency  Committee  of  the  Senate  which  you  sent  us,  and  whUe  ve 
recognize  that  this  institution  is  but  a  small  cog  in  the  tremendous  machine  over 
which  you  preside,  yet  it  has  occurred  to  us  that  it  might  not  be  improper,  in  viewirf 
the  various  and  conflicting  newspaper  reports  and  alleged  expressions  of  opimoo 
from  certain  bankers,  if  we  were  to  take  the  liberty  of  conveying  to  your  office  the 
hope  tliat  we  might  not  be  considered  as  in  any  sense  subscribing  to,  or  being  in  sym- 
pathy with,  any  of  these  unjust  criticisms. 

Since  1865  our  institution  has  been  fortunate  in  being  officered  and  directed  by  men 
whose  interests  in  this  bank  were  foremost  in  all  of  their  commercial  endeavors,  and 
for  this  reason,  plus  the  writer's  practical  experience  as  a  Virginia  i'^tate  bank  examiner 
from  1910  to  1913,  intensifies  our  abhorrence  of  such  practices  as  are  ventilated  in  the 
transcript  which  you  sent  us.  Our  surprise  is  not  that  vou  have  assailed  such  methods, 
but  that  you  have  not  used  more  drastic  means  tf>  drive  such  influences  out  of  U» 
national-banking  field. 

The  president  of  a  successful  national  bank  in  the  interior  of  Penn- 
sylvania on  May  1,  1919,  wrote  as  follows: 

Your  letter  t*)  Representative  McFadden  should  cause  him  to  crawl  into  as  small 
a  hole  as  is  possible  and  then  pull  the  hole  after  him.    No  wonder  such  fellows  wmi 
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the  ofBce  of  comptroller  abolished.  The  present  incumbents  are  entirely  too  vigilant 
in  the  interests  of  national  banks  and  their  stockholders  for  their  comfort. 

Sift  out  the  comparatively  few  who  seem  to  be  opposed  to  your  strict  and  unbiased 
legislation  in  office,  and  in  everv  instance  they  will  prove  themselves  to  be  deliberate 
Democratic  administration  faultfinders  or  the  class  in  which  McFadden  circulates. 
Your  letter  to  McFadden  deserves  to  be  read  not  only  by  every  president  of  national 
banks  but  bv  the  cashiers,  assistant  cashiers,  and  boards  of  directors  as  well.  The 
latter  depend  entirely  too  much  upon  the  officers  of  a  bank  in  the  conduct  of  its  busi- 
ness metnods.    Especially  is  this  the  ca.se  in  country  districts. 

It  is  my  opinion  that  too  much  leniencv  is  shown  to  oflScers  and  directors  of  national 
banks  who  nisre^ard  and  continue  to  \dolate  instructions  from  the  department.  His- 
tory proves  that  in  nearlv  every  case  these  are  the  banks  which  sooner  or  later  become 
insolvent,  due  to  unlawful  ad\'antages  exercised  for  personal  advantages. 

The  chairman  of  the  board  of  the  largest  national  bank  in  the 
entire  South,  the  Merchants-Mechanics  First  National  Bank,  Bal- 
timore, Md.,  has  courteously  furnished  me  with  a  copy  of  a  letter 
which,  without  my  knowledge,  he  wrote  to  a  United  States  Senator 
imder  date  of  August  25,  1919,  in  which  he  said: 

I  have  known  Mr.  Williams  for  many  years  and  feel  absolutely  sure  the  opposition 
to  him  is  caused  by  his  desire  and  determination  to  make  all  banks  conform  to  the 
rules  and  reflations  of  the  United  States  Revised  Statutes.  I  feel  absolutely  sure 
that  he  has  given  no  bank  any  trouble  whose  officers  were  managing  their  institutions 
along  legitimate  lines  and  conforming  to  the  national  bank  act. 

President  Freeman,  of  the  Merchants'  National  Bank,  of  Topeka, 
Kans.,  July  19,  1919,  wrote: 

Observing  that  there  seems  to  be  hesitancy  on  the  part  of  a  few  Senators  to  promptly 
confirm  your  reappointment,  I  have  taken  the  liberty  and  pleasure  of  addressing 
Senators  Curtis  and  Capper  regarding  the  matter,  and  it  is  my  confident  hope  that 
results  will  not  be  to  your  disaSvant^i^. 

Trusting  that  the  victory  will  be  yours  and  that  we  may  have  the  privil^^  of  further 
aiding  you  in  the  continued  development  of  the  best  banking  S3rstem  on  earth,  I  am,  etc. 

In  a  letter  dated  June  28,  1919,  President  Homer,  of  the  Second 
National  Bank  of  Baltimore,  said: 

The  data  setting  forth  the  character  and  motives  of  opposition  before  the  Senate 
committee  to  confirmation  of  the  Comptroller  of  the  Currency  has  been  carefully 
examined  by  me.  You  are  to  be  congratulated  in  that  the  opposition  is  almost  exclu- 
sively of  such  origin.  It  must  be  a  source  of  satisfaction  to  you  to  know  that,  by  your 
painstaking  worK  in  the  cases  of  similar  character,  you  have  weeded  out  many  weak 
spots  in  the  national  bank  system.  If  idl  of  the  opposition  arose  from  such  sources 
your  nomination  should  and  ought  to  be  confirmed  without  hesitation. 

Mr.  N.  A.  McMillan,  president  of  the  St.  Louis  Union  National 
Bank,  under  date  of  June  25,  1919,  wrote: 

The  record  as  to  national  bank  failures  in  the  period  referred  to  by  you  has  been 
most  excellent,  and  I  hope  and  feel  that  the  same  will  continue  for  uxe  future.  We 
have  been  in  the  system  teas  than  30  days,  but  believe  that  we  made  a  good  move  and 
feel  that  our  experience  in  the  future  will  justify  the  change  to  the  natU)nal  system. 

Mr.  A.  D.  Graham,  president  of  the  Citizens'  National  Bank  of 
Baltimore,  the  second  largest  bank  in  the  State  of  Maryland,  imder 
date  of  August  6,  1919,  wrote  me  as  follows: 

I  have  been  connected  with  the  Citizens'  National  Bank  for  over  a  quarter  of  a 
century,  and  I  want  to  go  on  record  as  saying  that  the  examinations  that  are  now  being 
made  by  your  examiners  are  no  more  like  those  that  were  made  under  your  predeces- 


992  NOMINATION  OF  JOHN  SKELTON  WUUAMS. 

son  than  a  $20  gold  piece  is  like  a  lead  quarter.  It  is  my  finn  belief  that  3rou  have  dene 
more  to  further  the  interests  of  good  banking  methods  than  all  of  the  comptrollers  put 
together  since  I  first  entered  the  buik  as  a  bookkeeper  in  1892.  I  hope  the  time  may 
soon  come  when  practically  all  of  our  State  banks  and  trust  companies  will  find  it  to 
their  advantage  to  join  with  us,  in  order  that  we  may  have  one  united  system. 

Under  date  of  July  28,  1919,  I  had  the  honor  to  receive  from  the 
chairman  of  the  railroad  commission  of  Kentucky,  Hon.  Lawrence 
B.  Finn,  a  letter  in  which  he  said: 

I  have  been  discussing  the  unholy  warfare  being  wa^ed  against  you  by  certain 
interests  which  have  felt  the  strength  of  an  honest  aomimstration  by  a  worthy  public 
officisd,  and  I  called  *  *  *  attention  to  the  fact  that  as  far  back  as  January  10, 
1916,  I  had  predicted  just  such  a  result.  I  happened  to  x>reserve  my  letter  to  yon, 
and  I  shall  quote  some  paragraphs  from  this  letter,  which  indicate  how  accurate  my 
predictions  were: 

''It  requires  courage  to  sneak  so  plainly  concerning  the  evils  of  a  system  ro  powerful 
as  the  baukiug  interests  of  this  Nation.  Your  fidelity  to  just  policies  in  oppositioD 
to  indefensible  practices  should  commend  you  to  the  good  graces  of  the  fair-minded 
people  of  this  Nation.  Unfortunately,  however,  not  enough  individuals  study 
public  questions  from  an  unselfish,  patriotic  standpoint.  The  people  as  a  whofe 
nave  no  organization  to  protect  them.  The  interests  are  closely  allied  for  a  common 
purpose  and  every  day  are  devising  plans  and  wavs  to  prevent  just  legislation,  or, 
if  possible,  to  evade  the  law  after  it  has  been  passed,  or  to  secure  men  who  will  serve 
their  interest  whose  duty  it  is  to  execute  the  law. 

"Mark  this  prediction,  you  will  have  a  hard  time  holding  your  position.  The  big 
interests  of  the  ooimtry  with  whom  the  banks  are  closely  allied  will  faring  much 
pressure  to  bear  from  many  sources.'' 

The  editor  of  the  Commercial  Appeal,  of  Memphis,  Tenn.,  whose 
circulation  is  one  of  the  largest  in  tne  entire  South,  in  a  letter  under 
date  of  March  10,  1919,  wrote  me  as  follows: 

You  have  done  a  {p:eat  work,  Mr.  Williams,  in  the  office  of  comptroller.  In  the 
beginning  certain  thm^  you  did  stertled  me  as  an  editor,  and  only  my  knowledge 
of  your  past  career,  which  was  splendid,  caused  me  to  withhold  comment,  but  very 
soon  I  saw  that  you  were  driving  at  the  very  heart  of  the  right  thing. 

Mr.  Edward  Frensdorf,  a  bank  director  of  Hudson,  Mich.,  in  a 
statement  published  in  the  press,  said : 

It  looks  to  me  a>9  if  the  same  crowd  that  led  the  desperate  but  unsucceesful  figiit 
against  the  currency  law  and  the  Federal  reserv^e  banks,  has  started  another  crusade 
against  an  administration  that  will  not  be  dictated  to  *  *  '^.  Comptroller  Wil- 
liams can  be  relied  upon  to  enforce  the  law  and  rules  governing  his  department  with- 
out fear  of  favor,  ana  all  banks  can  be  assured  of  impartial  but  rigid  enforcement  of 
every  regulation. 

As  a  bank  director  and  dej[x>sitor  I  am  anxious  that  every  official  exercise  the  same 
vigilance  and  equal  inquisitiveness.  Banks  are  busted  from  the  inside,  not  from 
without,  and  every  precaution  taken  to  protect  the  credit  of  banks  should  be  upheld 
by  bankers  who  want  the  confidence  of  tne  public. 

I  am  quite  sure  the  developments  of  the  Riggs  Bank  fuss  will  demonstrate  to  every 
fair-minded  person  that  our  national  banking  system  was  never  in  safer  or  moi^ 
competent  hands. 

From  Gainesville,  Tex.,  I  had  the  pleasure  of  receiving  from 
Mr.  J.  W.  Powers,  a  leading  business  man  and  banker  of  that  sec- 
tion, a  letter  in  which  he  said : 

As  a  former  banker,  with  an  experience  extending  over  25  years  in  banking,  1 
deaire  to  commend  and  congratulate  you  upon  the  stand  you  have  taken  in  the  i&or 
of  the  Riggs  National  Bank^ 

From  m)r  reading  on  the  matter,  it  seems  clear  to  me  that  they  have  beeo 
indulging  in  practices  that  are    absolutely  contrary   to    sound   banking.    When 
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reprimaDded  they  have  evidently  felt  they  were  above  the  ordinary  rules,  and 
were  superior  to  the  ruling  of  the  department. 

The  question  to  be  decided  now  seems  to  be,  whether  the  banks  are  to  run  the 
Government,  or  whether  the  Government  is  to  control  the  banks. 

The  following  extract  is  from  a  letter  received  from  Mr.  John  T. 
Griffin,  president  of  the  Merchants'  and  Farmers'  Bank,  of  Ports- 
mouth, Va.,  the  leading  State  bank  of  that  section,  and  was  written 
under  date  of  September  11,  1918: 

I  want  to  congratulate  you,  that  after  all  the  troubles  and  worries  that  you  have  had^ 
that  so  far  as  I  can  learn,  all  have  passed  away,  and  you  are  now  re(*eivin^  the  thanks 
and  con^tulations  of  the  country  at  large. 

I  think  it  was  Bulwer  who  said  '*That  if  a  man  never  were  to  tread  on  a  snake  or 
worm  during  his  life,  he  must  sit  in  his  armchair  from  the  day  of  his  birth  to  the  day  of 
his  death.'' 

I  was  attracted  to  you  by  the  enemies  you  made  before  I  knew  you  well. 
*  *  *  Ah  1  have  moved  around  among  people  from  different  sections  of  the  country, 
I  have  looked  into  their  relations  to  you,  and  I  am  glad  to  say  that  I  find  none  who  are 
not  disposed  to  honor  you  for  the  great  work  you  have  done. 

Under  date  of  May  18,  1918,  I  had  the  honor  to  receive  from  the 
bank  commissioner  of  Massachusetts  the  following  letter: 

Commonwealth  of  Mashachisetts, 
Office  of  the  Bank  Commih^ioner, 

Boston,  May  IS,  191 S. 
Hon.  John  Skelton  Wiluams, 

Comptroller  of  the  Currency ,  Washington,  D.  C. 

Dear  Mk.  Williams:  I  have  received  your  favor  of  the  clipping  of  the  retraction 
in  the  Evening  Sun,  in  re^iard  to  the  Riggs  National  Bank  matter,  which  gives  me 
great  pleasure  and  satisfaction. 

It  is  gratifying  to  have  a  friend  vindicated  in  the  same  place  where  he  has  been 
falsely  maligned,  and  to  see  your  vigorous  and  right  course  of  action  acknowledged 
to  be  such  by  those  who  had  opposed  it.     I  believe  one  is  Iwund  to  stand  up  for  nis 

fersonal  integrity  whenever  it  is  assailed,  and  yet,  by  reas<m  of  my  official  position, 
have  many  times  felt  handicapped  in  so  doing.  Whenever  one  goes  straignt  ah^ui 
and  attacks  errors  which  have  been  improperly  overlooked,  and  which  have  become 
a  habit,  it  has  been  my  experience  that  the  personal  attack  is  the  more  bitter  because 
of  the  want  of  argument,  so  I  heartily  sympathize  with  the  injury  done  and  with  the 
gratification  you  have  a  right  to  feel  in  this  recognition,  even  by  your  opponents,  of 
your  high-mined  action  in  office. 
With  my  cordial  regards,  I  am. 
Very  truly,  yours, 

ArorsTi  s  L.  Thorn  dike. 

When  the  railroads  were  taken  over  by  the  Government  in  Janu- 
ary, 1918,  I  accepted,  at  the  request  of  Director  General  McAdoo, 
the  office  of  director  of  finance  and  purchases.  The  duties  of  that 
office  were  exacting  and  laborious  and  were  performed  without 
remuneration. 

In  March,  1919,  when  the  war  was  over,  I  asked  to  be  relieved  of 
these  additional  duties,  and  upon  receipt  of  my  resignation,  Director 
General  Hines  wrote  me,  under  date  of  March  8,  1919,  the  foUowing 
letter: 

I'nitei)  Statks*  Railroad  Administration, 

Walker  D.  Hines.  Director  CfENERAL, 

WaJthlngtoJiy  March  S,  1919. 

Dear  Mr.  Williams:  1  have  your  letter  of  7th  instant.  In  accepting  your  resig- 
nation as  Director  of  the  Division  of  Finance  and  Purchases  I  wish  to  testifjr  in  the 
most  unqualified  terms  to  the  patriotism,  int^^ty,  and  self-sacrifice  with  which  you 
have  at  all  times  discharged  tne  heavy  additional  duties  which  resulted  from  your 
unselfish  acceptance  of  this  important  administrative  position  with  the  Railroad 
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Admiaistration.  I  have  never  come  in  contact  with  higher  motives  of  public  service 
than  those  which  have  consiptently  characterized  your  handling  of  the  work  in  tise 
Railroad  Administration. 

It  is  a  great  satisfaction  to  me  to  know  that  while  you  are  no  longer  in  poeitioii 
to  perform  the  l^urdensome  administrative  fimcticns  with  which  the  Divine n  of 
Finance  and  Purchases  has  been  charged,  you  will  still  he  able  to  give  r^e  thp  Veopfit 
of  your  wise  counsel,  long  experience,  and  high  standards  of  public  service.  In  order 
to  get  the  fullest  benefit  of  these  aids  to  my  work,  I  have  askea  ycu  to  ace  ept  the  <iair- 
manship  of  a  finance  committee  which  will  be  expected  to  submit  to  the  director 
general  from  time  to  time  its  advice  on  matters  of  financial  policy,  and  also  to  maketn 
the  director  general  preliminary  reports  on  any  prcpcsed  reorganizaticns  which  may 
require  his  approval .  I  have  also  asked  you  to  accept  the  chairmanship  of  an  advisory 
committee  on  purchases,  which  will  be  charged  with  authority'-  to  iuveetigatc  and  ad\iee 
on  important  questions  of  policy  involving  purchase  of  materials  and  supplies  for  the 
railroads.  I  shall,  of  course,  rely  upon  your  continuing  to  participate  in  the  Rail- 
road Administration's  staff  conferences  and  to  preside  at  tnoee  conferences  in  my 
absence.  1  have  the  lii^hest  satisfaction  in  knowing  from  our  discuEsions  of  the 
uiatter  that  you  will  continue  to  assist  me  in  thcEe  important  capacities. 

In  conclusion,  I  wish  to  offer  my  profoimd  thanks  for  the  untiring  and  uneelfieii 
devotion  whic*h  you  have  manifested  to  the  Railroad  Administration  throughout  its 
existence,  and  for  the  invaluable  assistance  you  have  given  in  its  most  pressing  and 
important  pro])lems. 

Sincerely,  yours, 

Walkeh  D.  Hikes. 

Hon.  John  Skelton  Williams, 

Washington^  D.  C. 

I  now  ask  that  there  be  included  m  this  record  the  following  letter 
which,  under  date  of  December  14,  1918,  I  had  the  honor  to  receive 
from  Hon.  WiUiam  G.  McAdoo,  then  Secretary  of  the  Treasury  and 
Director  General  of  Railroads: 

The  SEcaETARY  op  the  Treasury, 

Wtuhingtan,  December  14,  1918. 

My  Dear  Williams:  Before  I  surrender  my  commission  as  Secretary  of  the  Treasury, 
1  wish  you  to  know  how  much  I  appreciate  the  unswerving  and  lo>^  support  yim 
have  given  me  throughout  my  term  of  office. 

You  responded  to  my  invitation  at  the  very  outset  of  my  official  career  to  become 
Assistant  Secretary  of  the  Treasury  in  charge  of  the  fiscal  bureaus.  You  then  con- 
sented, at  my  reciucst,  to  take  the  office  of  Comptroller  of  the  Currency,  one  of  the 
most  important  in  the  Treasury  Department,  and  at  that  time  rendered  douhly  so 
because  of  the  organization  of  the  Federal  Reserve  Sj'stem  and  of  the  new  duties  whidi 
were  thereby  imposed  upon  the  Comptroller  of  the  Currency. 

When  I  became  Director  General  of  Railroads  you  consented,  at  my  request^  to 
become  Director  of  the  Division  of  Finance  and  Purchases,  one  of  the  most  responaiblf 
in  the  Railroad  Administration.  You  assumed  these  new  burdens  cheerfuUy.  not- 
withstanding the  fact  that  your  duties  in  the  Treasury  Department  and  with  the 
Federal  Reserve  Board  were  of  the  most  exacting  and  laborious  character. 

To  all  of  these  were  subsequently  added  membership  on  the  Capital  Issues  Cooh 
mittee,  which  in  turn  demanded  intelligent  discrimi nation  and  painstaking  service. 

In  every  one  of  these  vital  and  essential  responsibilities,  you  have  acquitted  yotn*- 
self  with  rare  courage,  devotion,  industry,  and  patriotism.  You  have  been  mde- 
fatigable  and  unsparing  of  self  throughout  all  the  critical  times  of  the  past  six  yean, 
and  especially  during  the  past  20  months  of  war.  Your  enthusiasm  and  detennioft' 
tion  have  never  been  diminished  by  any  obstacles,  however  formidable,  nor  by  any 
criticism  or  misrepresentation,  however  malignant  and  unjustified.  You'hivB 
suffered  from  misrepresentation  to  an  unusual  degree,  because  you  have  had  the  ^olI^ 
age  to  enforce  the  law  without  fear  or  favor.  No  man  who  fills  the  office  of  Comp- 
troller of  Currency  will  ever  be  popular  if  he  administers  it  with  impartiality  and  jnfr 
tice. 

Wlien  the  impartial  history  of  the  great  times  through  which  we  have  just  ptned 
shall  have  been  written  you  will  be  accorded  a  high  place  as  an  unusiudly  able  and 
fearless  public  official  who  has  made  the  office  of  Comptroller  of  the  Currency  wbat 
should  be— a  potential  influence  for  soimd  and  clean  banking — banking  conducted 
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with  reference  to  the  just  intereet  of  thoee,  high  or  low,  who  have  to  do  business  i^ith 
banking  institutions.  You  have  stood  consistently  for  high  ethical  standards  in  the 
banking  world  as  well  as  in  the  business  world,  and  the  good  influence  of  your  work 
will  be  feU  permanently  in  the  financial  system  of  the  United  States. 

One  can  not  be  a  reformer  or  a  crusader  for  conscience  and  justice  without  incurrins; 
the  enmity  and  malignity  of  the  intrenched  selfishness  of  those  who  have  profited 
by  other  methods,  but  one  can,  nevertheless,  have  that  fine  satisfaction  which  comes 
from  the  clean  and  high-minded  discharge  of  duty,  regardless  of  persona]  conse- 
quences. This  you  have  done — ^you  have  been  a  faithful  servant  and  a  fearless 
patriot. 

While  OUT  official  relations  will  soon  be  severed,  our  personal  friendship  shall  never 
be  altered,  so  far  as  I  am  concern^.    And  wherever  your  lot  may  be  cast  I  shall 
follow  you  with  the  affectionate  solicitude  of  a  genuine  and  devoted  friend. 
Cordially,  yours, 

W.  G.  McAdoo. 
Hon.  John  Skelton  Williams, 

Comptroller  of  the  Currenqf^  Washington,  D.  C. 

I  do  not  wish  to  take  up  further  space  with  a  mass  of  commenda- 
tory newspaper  editorials  and  articles  which  have  come  to  me  from 
various  sections  of  the  country,  but  I  shall  take  the  liberty  of  insert- 
ing just  a  few  examples  from  newspapers  from  regions  near  by  and 
remote. 

The  first  to  which  I  now  ask  your  attention  is  from  the  New  York 
Evening  Sun  of  April  27,  1918: 

A  8TATEMEKT  IN  JUSTICE  TO  MR.  JOHN  SKELTON  WILLIAMS. 

A  letter  received  a  few  days  ago  from  John  Skelton  Williams,  Comptroller  of  the 
Currency,  calls  our  attention  to  an  editorial  article  printed  in  this  newspaper  more 
than  three  years  ago,  at  the  height  of  the  bitter  controversy  between  the  comptroller 
and  the  Riggs  National  Bank,  of  Washington.  At  Mr.  Williams's  suggestion  we  have 
reexamined  the  statements  of  that  article  and  compared  them  with  the  facts  submitted 
b^  him  as  ja<9tifying,  in  his  opinion,  the  correction  of  misinformation  and  the  repara- 
tion of  injustice  done  him. 

In  general  he  objects  to  the  Evening  Sun*s  characterization  of  his  activities  in  that 
case;  and  in  particular  he  objects  to  the  specific  declaration  that  his  assertion  was  not 
true  wherein  he  stated  that  the  Department  of  Justice  had  taken  up  certain  irregulari- 
ties of  the  bank  and  had  employed  special  counsel  to  prosecute  them. 

In  Mr.  Williams's  letter  to  us  he  explains  as  follows  the  delay  of  three  years  in  tak- 
ing up  with  us  the  matter  of  this  editorial.    He  says  on  this  point: 

**My  first  impulse  to  seek  redress  for  what  I  re^rded  and  yet  regard  as  a  scandalous 
and  unjustifiahle  attack  on  my  personal  and  official  character  was  restrained  by  advice 
a?ain«t  complicating  the  case  with  a  newspaper  controversy.  *  *  ♦  Since  the 
trial  referred  to  I  have  been  intensely  absorbed,  first,  with  the  duties  my  office  re- 
quires of  me  in  connection  with  the  establishment  and  operation  of  the  Federal 
iveserve  System,  and  later  with  the  new  (questions  and  labors  resulting  from  the  war. 
Recently  I  realized  that  while  I  was  putting  this  matter  of  my  own  defense  aside  for 
other  duties  I  was  hazarding  my  right  to  appeal  to  the  courts,  if  all  other  means  for 
obtaining  redress  failed  me.  ' 

The  incident  of  the  Ri^  National  Bank  prosecution  occurred  more  than  a  year 
before  the  present  ownership  and  management  of  this  newspaper  had  come  into  control 
of  its  utterances.  While  this  fact  of  date  has  no  relation  to  toe  continuity  of  journalistic 
responsibility,  it  may  have  some  little  value  on  pereonal  aspects  of  the  matter.  In  the 
■econd  place,  the  idea  of  legal  proceedings  to  procure  editorial  justice  is  neither  neces- 
sary nor  of  any  moment,  the  time  1  imit  for  a  court  test  of  such  question  having  passed  by 
more  than  a  vear.  But  this  fact  is  of  no  consequence  so  far  as  concerns  our  attitude  in 
the  matter  which  is  to  do  justice  to  Mr.  Williams  voluntarily  and  whole-heartedly,  in 
io  Car  as  justice  can  be  done,  by  acknowledging  in  these  columns  that  the  editorial 
in  question  never  should  have  been  printed.    It  was  intemperate  in  respect  to  general 
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criticism  and  without  facts  to  jiistify  the  accusation  of  untruthfulnefls  on  the  part  of 
Mr.  Williams. 

The  writer  of  the  editorial  may  have  had  some  statements  from  Washington  that 
seemed  to  warrant  his  conclusion^  but  clearly  they  were  not  sufficient  weight  to  merit 
drastic  editorial  criticism.  That  in  every  r^ect  Mr.  Williams  acted  in  gooNd  faith 
in  the  Riggs  Bank  controversy  and  with  conscientious  regard  for  the  duties  of  hisofke 
and  with  the  strictest  regard  for  accuracy  in  all  statements,  the  Evening  Sun  has  no 
doubt  whatever. 

In  fact,  this  newspaper  has  come  to  look  upon  Mr.  Williams  as  sai  exceptionally  able 
man,  straightforward,  clear-h^^ed,  aggressive,  and  a  prodigious  worker.  And  the 
Evening  iSun  is  glad  to  record  here  the  fact  that  the  prejudices  in  financial  ciidet 
against  Mr.  Williams  in  the  early  days  of  his  connection  with  the  comptroller's  office 
have  given  place  to  the  opinion  ^diich  the  Evening  Sun  now  has  of  the  comptroller. 
It  is  certain  that  the  comptroller's  office  in  many  years  prior  to  Mr.  Williams's  incum- 
bency did  not  have  the  rigorous  business  handling  which  it  has  had  under  him.  31r. 
Williams  at  once  put  the  office  on  a  sound  business  basis.  He  is  a  thoroughgoing 
business  man,  who  brooks  no  laxity  of  methods  anywhere. 

This  censuring  and  censurable  editorial  evidently  was  a  reflection  of  the  general 
feeling  in  the  financial  world  at  the  time  it  was  written.  Mr.  Williams's  vigorous  and 
revolutionary  methods  in  the  comptroller's  office  brought  about  an  embittered  preiu- 
dice  against  the  new  comptroller,  and  this  prejudice  was  sharply  accentuated  by  the 
Riggs  Bank  case,  bankers  here  and  elsewhere  very  generally  taking  the  side  of  the 
Wellington  bank.  The  Evening  Sun's  editorial  was  the  fruitage  of  this  prejudice. 
This  is  the  only  reason  we  can  find  for  its  publication,  and  it  is  no  justification. 

Mr.  Williams  was  quite  right  in  resenting  the  article  and  is  quite  right  in  asking 
that  this  newspaper  retract  the  accusation  of  misrepresentation  by  him.  This  the 
Evening  Sun  cneerfully  does. 

The  following  editorial  is  from  the  Wall  Street  Journal  (New 
York)  of  June  13,  1916.  I  ask  your  especial  attention  to  the  state- 
in  3nt  in  this  editorial  that— 

*  *  *  the  court  offers  an  opinion  which  is  decidedly  at  variance  with  the  fiwt 
interpretation  of  this  decision,  printed  in  this  and  other  newspapers  on  June  1.  Itii 
only  fair  to  the  administration's  financial  officers  to  say  that  tne  court,  tx>  a  very  laiw 
extent,  upheld  the  position  taken  by  the  Comptroller  of  the  Currency. 

The  misleading^  reports  first  sent  out  were  presumably  due  to  the 
activity  of  the  Riggs  Bank's  paid  publicity  a^ent  who  has  so  fre- 
quently b(UMi  commended  by  Mr.  Hogan.  Mr.  itogan  had  also  before 
your  committee  commented  upon  the  * 'accuracy  '  of  the  very  press 
reports  to  wliose  incorrectness  th(»  Wall  Street  Journal  refers. 

[Kditorial  from  the  Wall  Street  Journal  of  June  13,  1816.] 

In  a  decision  by  the  Supreme  Court  of  the  District  of  Columbia,  in  the  equity  ci» 
of  the  Rigga  National  BanK  against  the  Comptroller  of  the  Currency,  the  Serretary  of 
the  Treiisury,  and  t^e  IVcju'urer  of  the  United  States,  the  court  offers  an  f>pini(  n  which 
is  de  'idedly  at  variance  wdth  the  first  interpret aticn  of  the  de<*i8ii>n,  printed  in  thi* 
and  other  newspapers  on  Juno  1.  It  is  only  fair  to  the  administration's  finamiil 
ofTi'-ors  to  say  t'lat  t.h(»  court,  to  a  very  lariro  extent,  upheld  the  ptieition  taken  by  thf 
Comptroller  of  the  Currenc  y.  The  opinion  oxfends  to  72  foli<>s  and,  to  a  lay  mind,  i? 
wordy  and  involved.  One  lawyer  who  read  it  impatiently  dtx^larofl  that  it  alnifft 
needed  another  adjudication  to  (lecide  upon  its  meaninjj. 

It  does,  however,  disclose  the  fact  that  in  tlie  opinion  of  the  court,  the  ctimptn»ll« 
has  the  power  to  impose  penalties  for  noncompliance  with  his  demand  for  report?- 
In  the  Rijunrs  case,  however,  the  comptroller  did  not  take  the  neceesary  step**  to  demaixi 
the  fine  before  proceeiling  summarily  to  colle<t  it.  Therefore,  that  part  of  the  t"a« 
was  derided  in  favcr  of  the  Riggs  Bank.  Rver>'  other  count  in  the  l^ill  was  deddfd 
adversely  to  the  Riggs  Bank  and  substantially  in  favor  of  the  r*orrptrollor.  ?o  far  frtffl 
the  court  holding  **that  the  reports  must  be  only  on  the  condition  of  the  bank  and  iwt 
deal  with  the  bank's  management,"  the  opinion  quotes  from  United  States  r.  Gri\"e* 
(53  Fed.  Rep.,  634): 
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"What  is  the  object  of  these  reports"  (the  general  reports^  ''to  the  comptroller? 
Undoubtedly  to  ad\T9e  him  as  to  the  condition  and  method  of  manacrement  of  Uie 
bank." 

Thirteen  pages  of  the  report,  from  folio  50,  upon  which  this  ot^curs,  contain  a  discus- 
sion on  this  point,  upon  which  the  comptroller  is  upheld. 

There  is  no  other  inference  from  the  opinion  of  the  court  than  that  the  comptroller 
is  restrained  from  collecting  the  $5,000  fine  he  imposed  merely  because  he  did  not  fol- 
low the  correct  procedure.  Whether  such  power  should  be  lodged  with  the  Comptroller 
of  the  Currency,  or  "whether  that  officer  is  superfluous  under  the  Federal  Keserx'e 
System,  need  not  be  here  discussed.    The  efifect  of  the  decision  is  as  here  stated. 

The  following  is  an  editorial  from  the  columns  of  the  CJiristian 
Science  Monitor  of  Boston,  Mass.,  of  January  25,  1916. 

The  Comptroller  of  the  Currency,  John  Skelton  Williams,  has  magnified  his  office 
as  have  none  of  his  predecessors.  His  oath  ha\nng  bound  him  tp  perform  certain  duties, 
he  has  done  them.  Hence  his  popularity  with  officials  and  citizens  whose  records  he 
has  investigated  and  whose  accounts  he  has  studied  is  not  so  marked  as  it  is  with  the 
general  public. 

One  of  the  trails  that  he  has  followed,  and  by  so  doing  has  stirred  up  animosity 
against  himself,  has  led  to  surprising  disclosures  that  involve  the  national  banks  and 
their  charges  of  usurious  rates  of  interest. 

Armed  with  indisputable  evidence  backing  his  charges,  Comptroller  Williams 
has  been  arguing  before  legislators  for  an  amendment  to  the  national  banking  law* 
that  will  enable  the  Department  of  Justice  to  proceed  against  banks  so  unjustly  using 
their  power,  which  often  is  monopolistic  in  the  rural  regions  of  the  South  and  in  the 
pioneer  communities  of  the  Southwest  and  Northwest.  The  outcome  of  this  appeal  by 
the  comptroller  can  hardly  be  doubtful.  It  is  a  simple  problem  in  elementary  justice 
dealing  with  a  propensity  of  the  creditor  class  that  society  has  had  to  check  since  very 
early  times.  A  national-bank  charter  can  not  be  allowed  to  be  the  rfielter  of  men  who 
would  fleece  their  fellow  citizens.  The  Nation  cau  not  be  less  sensitive  to  honor 
than  are  the  States.  Conseouently  there  is  only  one  thing  to  do,  now  that  the  facts  are 
known.  A  way,  short  of  withdrawal  of  the  charter,  should  be  found,  by  which  offenders 
may  be  punished;  and  such  work  of  prosecution  naturally  falls  to  the  Attorney  General 
on  recommendation  of  the  comptroller.  Specific  granting  by  Congress  of  such  power 
will  at  oace  i^et  i»i  opDration  legU  machinery  that  should  bring  relief  to  the  farmers  and 
merchants  of  regions  now  held  in  a  form  of  slavery  that  is  none  the  less  odious  because 
pecuniary  and  economic,  though  not  political. 

Editorial  from  the  Columbia  (S.  C.)  State,  of  September  3,  1919: 

AN  ENFORCEB  OF  LAW. 

Surely  enough  time  has  elapsed  for  the  Senate  of  the  United  States  to  give  due 
coa.<dderation  to  the  reappointment  of  John  Skelton  Williams  as  Comptroller' of  the 
Currency. 

The  people  of  the  United  States,  without  regard  to  party  affiliations,  are  convinced 
that  Mr.  William^  has  proved  an  exceptionally  able  and  honest  comptroller.  Entering 
the  office,  he  at  once  set  out  to  enforce  the  national  banking  laws,  some  of  which  had 
been  honored  more  in  the  breach  than  in  the  observance,  with  the  result  that  a  more 
uniform  and  strict  adherence  to  the  regulations  whereby  the  funds  of  the  people  in- 
trusted to  them  prevails  than  at  any  time  in  the  past.  Recognition  of  their  custodial 
responsibility  hiis  been  consistently  pressetl  upon  the  bankers  by  Mr.  Williams,  and 
nowhere  is  a  !)anker  to  l>e  found,  liarring  perhaps  less  than  half  a  dozen  to  whom  his 
high  conception  of  banking  obligation  was  distasteful,  who  will  not  admit  that  his 
administration  has  resulted  in  substantial  and  \Tiluable  reforms.  Mr.  Williams  ha.« 
simply  insisted  that  no  law  of  national  banking  should  be  a  dead  letter.  He  put  an 
end  to  the  ancient  abuse  of  overdrafts,  with  its  demoralizing  tendencies;  he  compelled 
banks  to  be  moreiexact  in  relation  to  the  acceptance  of  mortgages  as  collateral^  to  the 
greatly  enhanced  protection  of  depositors,  and  in  niunerous  other  ways,  all  m  con- 
formity with  statute  laws,  he  exacted  greater  care  in  banking  methods. 

Mr.  Williams  has  been  and  is  a  conspicuously  useful,  honest,  and  devoted  public 
servant  and  the  people  know  it.  Had  he  been  easy-going,  he  would  have  had  fewer 
enemies  and  the  public  would  have  had  less  security. 
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The  following  editorial  is  from  the  News-Ijeader  of  Richmond, 
Va.,  August  22,  1916: 

POLITICAL  ENEHT  APPRECIATION. 

In  debate  in  the  House  FViday,  in  which  the  Federal  Reserve  Svetem  figured  inci- 
dentally. Representative  Hill  (Republican),  of  Connecticut,  voiced  high  appreciation 
of  two  Virginians.  Mr.  Hill  was  not  prepared  to  admit,  as  some  have  contended, 
that  the  system  had  mitigated  the  ''abuse  of  usury  in  cert&in  sections  of  the  couotr}*." 
It  was  the  man,  not  the  system,  which  had  done  that,  he  argued.    And  he  added: ' 

"The  Secretary  claims  that  the  system  has  mitigated  the  abuses  of  usury  in  cert'^in 
sections  of  the  country.  There  is  nothing  to  the  claim,  for  it  is  a  man  and  not  a  system 
which  has  done  that.  The  man  who  is  entitled  to  credit  is  the  Hon.  John  Skelton 
Williams,  acting  in  the  capacity  of  Comptroller  of  the  Currency,  and  he  is  entitled  to 
the  thanks  of  the  country  for  it.  He  b^n  the  work  by  exposing  abuses  three  weeks 
before  a  Federal  reserve  bank  was  organized^  taking  it  up  first  with  the  city  banb 
and  then  follo^^'ing  it  up  in  the  country  districts.  It  took  nerve  and  courage  to  do  it, 
but  the  effect  of  the  publicity  given  to  the  abuses  has  reached  stndght  down  into  the 
State  bank  system,  over  which  the  Federal  Reserve  Board  has  had  no  control  what- 


ever.'* 


Then  Mr.  Hill,  after  reluctlantly  admitting  that  "there  is  enough  good  in  the  Fed- 
era!  Reserve  System  to  justify  its  existence  as  a  step  toward  better  thirgs,'*  and 
following  recognition  of  the  "study,  good  sense,  and  the  sound  money  principles  of 
Carter  Glass,"  continued: 

"For  what  good  there  is  the  coimtry  may,  first  of  all,  thank  the  Hon.  Carter  GImb, 
of  Virginia,  who  from  the  very  beginning,  to  my  personal  knowledge,  stood  like  a 
rock  against  the  adoption  of  the  financial  neresies  of  some  of  his  party  associates  of 
high  and  low  degree.'* 

Mr.  Hill's  alluson  to  financial  heresies — differences  of  the  past  between  Mr.  Gba 
and  some  of  his  asaociates  and  in  the  laborious  work  of  perfecting  the  new  act— is 
apart  of  the  mark.  Also  is  the  fact  that  Mr.  HilPs  speech  was  largely  political  and 
in  criticism  of  the  administration.  The  point  is  that  neither  of  these  consideratioss 
detract  from  the  justness  of  his  tributes  to  Mr.  Williams  and  Mr.  Glass.  Howe%*er 
unfair  he  may  have  been  to  others,  he  was  fair  to  these  two  Virginians.  However 
narrow  and  partisan  his  view  of  the  general  subject  he  was  discussincr,  his  viaioa 
broadened  and  his  partisanry  halted  upon  confronting  these  two  individual  and 
personal  cases.    That  much  must  be  said  to  his  credit. 

The  fourth  is  an  editorial  from  the  Pacific  Banker,  published  in 
Portland,  Oreg.,  and  Seattle  Wash.,  July  26,  1919: 

ANOTHER   DEFENDER— OUR   ATTITUDE    ON    COMPTROLLER    WILLIAMS   THOUGHT  UNPAH 

BY  SAN  PRANaSCO  BANKER. 

Last  week  there  was  published  at  the  head  of  out  editorial  columns  a  letter  wherein 
a  very  good  friend,  who  disagreed  with  the  view  we  have  expressed  relative  to  John 
Skelton  Williams,  Comptroller  of  the  Currency  pointed  out  certain  thin^  he  thoiuit 
entitled  Mr.  Williams  to  credit  we  had  not  given.  A  short  time  ago  a  similar  letter 
was  received  from  Herbert  Fleishhacker,  president  of  the  Anglo  &  London-Fins 
National  Bank,  of  San  Francisco.  Actuated  by  the  same  motives  which  led  to  tltf 
publication  of  the  other  letter — our  sincere  desire  that  our  columns  shall  always  be 
open  for  expression  of  opinion  honestly  different  from  ours — ^we  have  obtained  per- 
mission from  Mr.  Fleishhacker  to  print  the  letter,  which  said : 

''Dear  Mr.  Baker:  My  attention  has  been  called  to  an  editorial  in  the  Padfie 
Banker  of  April  26  in  which  you  say: 

**  *So  far  as  we  can  see,  with  very  few  exceptions,  Mr.  Williams  has  antagonized 
the  whole  personnel  of  the  national  banking  system.  Whether  \«e  are  right  in  ooi 
diagnosis  as  to  the  cause,  the  fact  exists.  And  that  is  sufficient.  The  system  will 
not  grow  as  it  should  unaer  his  administration.  His  manner,  which  some*  call  mih- 
cious,  others  honest,  but  all  unfortunate,  will  prevent  that  and  is  preventing  it. 

«  i«  *  *  Qq  ^^q  qq^  y^Q  considered  efficient,  for  the  reason  that  he  has  tonied 
his  whole  flock,  practically  without  exception,  against  him.'  " 
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Knowing  yonr  broad-minded  policies  and  fairness  of  purpose,  I  feel  free  to  write 
you  in  an  endeavor  to  correct  what  I  consider  is  a  wrong:  impression  in  re^rd  to  Mr. 
Williams  and  his  administration  of  the  office  of  Comptroller  of  the  Currency.  From 
information  I  have  received,  it  world  appear  that  there  has  been  a  eratifying  increase 
in  the  number  of  banVs  added  to  the  national  system  during  Mr.  Williams's  adminis- 
tration and  a  remarkable  immunity'  from  bank  fsulures — only  two  banks  having  closed, 
I  believe,  during  the  past  year  and  a  half. 

Possibly  Mr.  Williams,  or  his  official  staff,  have  made  some  errors  of  judgment 
during  the  past  trying  years  in  our  history,  but  what  big  man  in  Washington  has  not 
made  a  few  mistakes?  Knowing  Mr.  Williams  as  I  do,  I  do  not  hesitate  to  give  him 
full  credit  for  a  high  intention  and  thoroughly  conscientious  piirpos3  in  every  official 
act  that  has  come  to  my  notice.  It  is  true  that  some  additional  work  has  been  placed 
upon  the  banks  in  the  way  of  reports,  but  this  is  largely  on  account  of  the  rapid  devel- 
opment of  our  Federal  Reserve  System  and  the  necessity  of  obtaining  specific  statistics 
along  certain  lines. 

In  my  judgment,  the  national  banking  svstem  was  never  in  a  more  healthy  condi- 
tion than  it  is  to-day,  largely  on  account  of  the  able  and  constructive  administration 
of  the  comptroller's  office. 

I  am  writing  you  in  this  way  as  a  matter  of  fair  play,  and  because  I  have  admired 
Mr.  Williams's  sterling  qualities  and  absolute  honesty  of  purpose.  I  feel  confident 
that  hankers  in  general  will  bear  me  out  in  my  statement  that  our  comptroller's  admin- 
istration has  been  exceedingly  helpful  and  eminently  nccessful. 

May  I  not  ask  you  to  give  Mr.  Williams  credit  for  the  big  things  he  has  accom- 

glished,  the  high  standard  of  efficiency  he  has  maintained,  and  the  splendid  results 
e  has  obtained? 

I  shall  also  take  the  Hberty  of  inserting  in  the  record  the  attached 
article  from  The  Outlook  (New  York)  of  June  5,  1918: 

THB   COMPTROLLER   OP  THE   CURRENCY — THE   MAN   AND  THE  JOB. 
[By  Theodore  H.  Price,  editor  of  Commeroe  and  Finance.] 

(After  the  Secretary  of  the  Treasury,  whose  adjutent  be  is.  the  Comptroller  of  the  Currrncy  is  the  mort 
important  oflicer  of  nn  nee  in  our  Governmrnt.  He  has  directly  under  his  control  some  7.700  nalirnal 
banks,  whose  resources  now  exceed  118.000,000,000.  Uc  also  has  supervision  of  all  cuntncv  issi^es  i  nd  is 
ex  officio  a  member  of  the  FeierAl  Reserve  liaird.  The  present  comptroller,  John  Skeltcn  Wil  i&ms, 
holds  w  .eral  other  Importc  nt  posit  icn5,  but  his  office,  considered  rntirely  in  the  tight  of  the  bi  nkin?  power 
that  is  un  ler  his  direct icn,  makes  him  one  of  the  most  responsible  and  influential  financial  functionaries 
in  the  worll.  As  such  we  think  that  the  following  description  of  the  present  comptroller  and  his  lauij 
activities  is  of  timely  interest  to  the  readers  of  The  Outlook.— The  EDnoRS.J 

Of  Lloyd  George  it  has  recently  been  said:  "If  ever  there  was  a  man  who  ^oriee 
in  conflict  and  eats  trouble  alive,  it  is  he.  It  is  the  breath  of  his  life,  the  flint  that 
Btnkos  sparks  from  his  steel. " 

These  words  are  as  applicable  to  John  Skelton  Williams  as  to  Lloyd  Geonjf ,  for 
ever  since  the  Comptroller  of  the  Currency  has  been  in  pu()lic  office,  and  long  before, 
be  has  been  eating  trouble  alive,  and  his  appetite  833ms  to  grow  by  what  it  feeds  upon. 

He  may  be  described  as  the  man  who  has  put  the  office  of  the  Comptroller  of  the 
Currency  on  the  map;  for  while  nearly  every  one  knows  that  he  has  filled  that  position 
for  some  years  now,  it  is  to  be  doubted  whether  there  are  many  persons  in  the  United 
States  who  can  name  any  of  his  predecessors.  While  the  office,  first  established  in 
1863,  has  been  held  by  some  men  who  subseouently  became  prominent  as  bankers, 
it  can  hardly  be  said  that  any  of  them  were,  aurin?  tho  time  of  their  incumbency  as 
Comptroller,  the  national  figure  that  John  Skelton  Williams  is  to-day.  It  may  perhaps 
be  tnie  that  the  conditions  have  favored  Mr.  Williams,  for  he  has  been  in  office  durine 
a  period  in  which  the  constructive  man  has  had  unus'ial  opportunities,  but  if  he  had 
not  been  constructive  and  forceful  he  might  have  remained  Comptroller  without 
impressing  himself  upon  the  country  as  he  has. 

As  there  is  a  Comptroller  of  the  Treas^iry  as  well  as  a  Comptroller  of  the  Currency, 
and  the  financial  machinery  of  the  Government  is  becoming  so  multiplex  that  there  are 
but  few  who  understand  which  functions  the  various  agencies  perform,  it  may  be  well 
to  explain  just  what  duties  Mr.  Williams  is  charged  with.  Unaer  the  law  creating  his 
office,  which  was  passed  concurrently  with  the  national  bank  act  in  1863,  he  was  made 
responsible  for  the  issuance  of  the  ciurrency  authorized  by  Congress,  including  espe- 
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cially  the  then  newly  authorized  national  bank  notes,  and  the  snipenision  of  the 
nationalized  banks  by  whom  these  notes  were  issued.  Thus  it  happens  that  he  is 
empowered  to  charter  national  banks,  is  provided  with  a  force  of  bank  examiaerB 
through  whom  ho  is  ke])t  ay)]>rai8^d  of  the  condition  of  the  institutions  under  his 
care,  is  empowered  to  close  up  and  liquidate  mismanaged  or  insolvent  banks  and  to 
punish  and  prosecute  their  officers  and  any  others  who  may  have  violated  the  bankine 
taws. 

Since  1863  the  duties  and  re8])onsibilities  of  the  Comptroller  of  the  Currency  h^vc* 
been  vastly  increased,  and  he  has  become  almost  an  adjutant  to  the  8ecretar>'  of  the 
Treasury,  with  whom  he  is  of  nect»s8ity  in  constant  touch.  Under  the  Federal  reservp 
act  he  is  ex  officio  a  member  of  the  Federal  Reserve  Board,  and  Mr.  Williams  is  in 
addition,  direcUir  of  the  Division  of  Finance  and  Purchases  of  the  United  States  Rail- 
road Administration,  a  member  of  the  Capital  Issues  Commission,  which  determine? 
what  securities  may  or  may  not  bo  iss^ied  during  the  war,  treasurer  of  the  American 
National  Red  Cross,  and,  under  appointment  of  the  President,  a  member  of  its  central 
committee.  As  director  of  the  Division  of  Hnance  and  Purchases  of  the  United  Stata« 
Railroad  Administration.  Mr.  Williams  has  supervision  of  the  piin^has?,  yearly,  of 
some  $2,000,000,000  worth  of  suppliers  and  equipment  for  300,000  miles  of  railway  and 
has  general  direction  of  the  financing  of  the  component  systems  to  enable  them  to 
meet  these  vast  requirements  and  also  provide  for  the  hundreds  of  millions  of  dollars 
of  bonds  maturing  every  year. 

As  a  sidelight  upon  his  character  and  methods,  I  may  mention  that  when  this  list 
of  his  varioiia  offices  was  supplied  to  me  by  one  of  his  s^jbordi nates  I  remarked.  '*! 
suppose  he  is  simply  honorary  treas'irer  of  the  Red  Cross."  and  was  answered,  ''Mr. 
Williams  couldnH  be  'honorary-'  anything.  He  knows  all  aboit  the  Red  Cross.  whei*» 
the  money  is  kept,  and  how  it  is  sjient."  The  impression  that  the  man  makes  upon 
his  associates  may  be  mferrod  from  a  statement  made  to  me  bv  one  of  his  colleagiies  in 
the  Railroad  Administration,  who  said,  'I  am  really  astonished  by  the  unyielding 
thoroughness  that  Williams  shows.  Ho  is  ruthless  in  demanding  the  facts  and  gets 
things  done  with  amazing  speed." 

These  comments  are  interpolated  by  way  of  explaining  how  one  man  can  '*hoM 
down"  so  many  different  jobs  successfully.  They  are  all  interrelated  in  that  they  all 
have  to  do  with  the  custody  and  expenditure  of  the  Nation's  money,  but  each  of 
them  involves  a  study  of  and  acquaintance  with  problems  and  ac*tivities  that  are 
widely  divergent. 

In  so  far,  liowever.  as  these  problems  are  those  of  finance  and  transportation.  Mr. 
Williams  is  peculiarly  well  qualified  to  deal  with  them  by  his  experience  before  he 
became  comptmller.  He  is  a  Virginian  of  distbiguished  aticestr\'.  His  father.  John 
L.  Williams,  who  liad  been  in  the  Confederate  Army  and  financial  a?out  of  the  Con- 
federate government,  was  a  prominent  banker  in  Richmond.  Va..  and  made  his  S'ln  n 
partner  in  the  firm  of  John  L.  Williams  &  Son  in  188(),  as  soon  as  the  younger  man  had 
reached  his  majority.  It  wa.s  not  long  before  his  genius  for  financial  organization 
commenctHl  to  assort  itself.  Tie  has  been  an  active  factor,  as  either  din.H?tor  or  presi- 
dent, in  banks  and  tn'st  companies  in  Baltimore  and  New  York,  as  well  as  in  th^ 
South  since  he  was  25  veara  of  age,  and  in  1901  was  elected  president  or  chairman  of 
the  tnist  company  section  of  the  American  Bankers'  Association  and  a  member  of  the 
executive  coancil  of  the  association.  He  found  time  to  direct  his  energies  towanl 
the  develo]>ment  of  railway  interests  in  the  South,  and  by  the  time  he  was  29  years  of 
age  he  liad  put  together  a  railway  300  miles  long  in  Georgia  and  Alabama,  of  which  he 
was  cho89n  president.  With  this  as  a  nucleus,  he  built  up  the  Seaboard  Air  Line 
System  by  consolidation,  purchase,  and  construction  until  by  19)0  he  had  3.000  milej 
of  railway  traversing  the  Atlantic  coast  from  Virginia  to  Florida  under  his  direction, 
and  at  the  age  of  ',^6  he  was  ]>re8ident  of  one  of  the  most  important  tnink  Unesin  the 
countr\'. 

It  was  the  rapid  growth  of  this  system  and  its  com]>etition  for  the  traffic  that  the 
older  through  lines  had  previously  monopolized  that  brought  its  young  president  iiita 
conflict  with  certain  financial  powers  in  New  York  who  seemed  to  feel  that  their 
preserves  were  being  invaded.  As  railway  competition  in  the  United  States  is  now 
at  an  end  and  bankers  no  longer  have  a  proprietary  interest  in  the  transportation  facili- 
ties upon  which  the  business  of  the  Nation  depends,  it  is  unnecessary  to  rewrite  the 
history-  of  an  episode  tliat  was  characteristic  of  the  period  when  capitalists  fought  for 
the  control  of  railways  and  the  right  to  exploit  thorn  as  their  private  property.    Mr. 
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Williams  niiide  a  good  fight,  in  which  he  won  the  respect  of  his  antagonists;  and 
while  the  control  of  the  Seaboard  system  was  wrestea  away  from  him  oy  strategic 
methods  th  t  would  1  e  condemned  to-day,  it  is  a  mistake  to  assume  that  ne 
cherishes  any  resentment  toward  those  who  were  responsible  for  his  discomfiture. 

He  is  too  busy,  even  if  he  were  not  too  big,  to  be  looking  backward,  and  his  passion 
to-day  is  to  make  the  financial  and  transportation  agencies  of  the  country  so  eflScient 
that  thov  will  be  equal  to  any  demands  that  may  be  made  on  them  during  the  war 
and  in  the  subsequent  eia  of  prosperity  that  lie  foresees.  He  is  one  of  the  group  to 
whose  virion  of  the  future,  its  opportunities  and  its  requirements,  w^o  are  largely 
indebted  for  tlie  Federal  reserve  act,  the  farm  loan  bill,  the  measure  providing  for 
Federal  administration  of  the  railways,  the  law  creating  the  War  Finance  Corpora- 
tion, and  much  other  legislation  designed  to  safeguard,  develop,  and  give  increased 
flexibility  to  the  credit  and  transportation  ma<*hiner>'  of  the  country. 

It  is  to  be  doubted  whether  the  public  realizes  or  will  ever  realize  the  obligation 
that  the  Nation  is  under  to  this  group  of  men,  specially  notable  among  whom,  besides 
the  President,  under  whose  iiiiipiration  and  stimulus  they  worked,  are  Secretary' 
McAdoo.  Senator  Owoiw,  and  Representative  Glass. 

Their  success  in  securing  the  adoption  of  the  most  constructive  and  progressive 
plan  of  fiscal  refonn  and  reorganization  ever  devised  in  this  or  any  other  c^ountr^' 
enablcil  us  to  avert  National  bankruptcy  during  the  early  stages  of  the  war,  and  is 
now  making  it  possible  for  us  to  carry  so*  lightly  the  enormous  fiuanc  ial  burd(»ns  that 
we  have  assunicni. 

From  hi?  earliest  youth  Mr.  Williams  has  been  a  constructive  optimist.  When  he 
was  but  2(>  years  of  age  he  delivered  an  addrt?8s  in  Nasliville  upon  the  "Cre<lit  of  the 
South"  that  i>rertagc(l  the  future  of  that  section  witli  extraordinary  accuracy,  and 
ever  since  the  8>'nthetic  qualitv  of  his  vision  has  been  evident  in  deed  as  well  as  in 
word.  A  man  of  chJuc  ation  ancf  a  student  of  law  at  the  University  of  Virginia,  he  has 
a  gift  of  eloquent  and  pirturesque  ex])rc«sion  and  the  rapacity  for  inspiring  leader- 
ship. Naturally,  he  !ia,s  enemies.  They  are  always  the  proof  and  tne  penalty  of 
aggressiveness;  hut  he  hsm  also  iimumerable  friends,  and  one  of  them  said  to  me  that 
his  chief  fault,  if  it  l)e  a  fault,  is  his  loyalty  to  his  friands.  This  instinct  of  loyalty 
to  the  obligations  of  friendshi])  is,  after  all,  but  a  form  of  the  honesty  that  demands 
fidelity  in  ever>'  relation  of  life. 

His  rigorous  enfonement  of  the  banking  laws  sijice  he  became  coniptn)ller  is 
another  product  of  the  same*  honesty  of  character.  He  plays  no  favorites,  and  some 
transgressors  who,  j)rior  to  his  inciimbeney,  had  come  to  believe  that  they  were 
above  the  law  have  accusrHi  him  of  personal  vindictiveness  because  he  has  com- 
pellwl  them  to  abandon  practices  that  have  been  a^ljudged  illegal.  This  was  the 
case  in  a  controversy  that  h<*  hud  with  a  prominent  bank  in  Washington,  whose 
management  now  admits  that  the  present  prosperity  of  the  institution  is  in  no  small 
d(?gree  due  to  the  rigor  and  promptitude  of  the  comptroller's  action. 

lie  has  upon  more  than  one  occasion  reprimanded  the  banks  that  charged  usuiious 
ratc^  of  intorest.  He  recently  refused  to  grant  a  charter  to  a  bank  whose  incorporators, 
being  men  of  wealth,  had  failed  to  subscribe  their  reasonable  share  to  the  Liberty 
boncl  issuers,  and  only  the  other  day  he  gave  financial  New  York  a  severe  jolt  by 
borrowing  $6,000,000  for  the  New  York  Central  Railroad  at  6  per  cent  when  the 
most  powerful  hanking  concern  in  the  world  had  told  him  that  it  had  found  it  impossi- 
ble to  get  the  money  for  less  than  7  per  cent. 

He  maintains  that  there  can  be  ])rofiteering  in  the  mattcT  of  interest  rates  as  well 
as  in  the  price  of  commoditic»s,  and  he  is  an  iconoclast  with  reganl  to  many  traditions 
and  methcxls  that  formerly  had  the  .sanction  of  high  finance. 

It  is  not  surprising,  therefore,  that  he  has  had  and  still  has  a  good  many  fights  on 
his  hands,  but  it  is  this  very  pugnacity  in  behalf  of  what  he  believes  to  be  right  that 
is  making  him  a  popular  character  ancl  a  notable  man. 

In  joining  with  the  Secretary  of  the  Treasury'  in  arlvcnacy  of  a  provision  in  the 
Federal  reserve  law  that  makes  the  ScKretaries  and  Assistant  Secretaries  of  the 
Treasury,  the  Comptroller  of  the  Currency,  and  the  governors  of  the  Fe<ieral  reserve 
boards  ineligible  for  election  as  officers  or  directors  of  any  national  bank  for  two 
years  after  they  have  held  any  of  the  offices  named,  he  has  eliminated  the  personal 
equation  of  their  future  banking  affiliations  from  the  calculations  of  these  various 
functionaries,  and  he  is  absolutely  unafraid  of  the  power  by  which  some  of  his  prede- 
cessors have  been  overawed. 
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As  under  the  law  he  can  not  receive  in  the  aggregate  more  than  $12,000  per  annnm 
from  the  Government  for  all  the  duties  he  performs  and  all  the  offices  he  nolds,  it  is 
impossible  to  imagine  that  the  monetary  reward  of  his  position  can  have  any  appeil 
for  him.  He  is  a  fiend  for  work  and  detail,  and  it  is  not  at  all  unusual  for  him  to  be 
found  in  his  office  at  midnight.  As  a  hard  worker  for  the  Government  he  is  not, 
however,  peculiar  at  present.  There  are  hundreds  of  other  men  in  Washington  who 
draw  no  pay  and  are  just  as  industrious  as  he. 

Mr.  Williams  is  conspicuous  among  them,  not  for  his  devotion  to  the  country  but  by 
virtue  of  the  dynamic  idealism  in  which  that  devotion  expresses  itself.  As  Ids  asso- 
ciate already  quoted  said,  "He  gets  things  done  with  amazing  speed,"  and  althoa^ 
in  getting  them  done  he  sometimes  jostles  the  conserNatives,  he  never  seems  to  foreet 
the  interest  of  the  people  or  the  law  that  he  has  sworn  to  obey  and  enfocce.  His 
insiitence  ujK)n  the  observance  of  the  law  by  the  banks  has  been,  in  fact,  responsible 
for  most  of  the  trouble  and  criti  ism  that  he  has  encountered  as  comptroller.  Thf 
results,  however,  appear  to  justify  the  policy  Mr.  Williams  has  pursued. 

He  was  appointea  comptroller  in  February,  1914.  During  the  33  years  prior  to 
his  appointment  the  annual  loss  to  national  bank  depositors  by  failure  had  averaged 
twenty-eight  one-thousandths  of  1  per  cent  of  the  total  national  bank  deposits.  In 
tlie  three  years  ending  October  31,  1917,  this  ratio  had  been  reduced  to  three  one- 
thousandths  of  1  per  cent,  or  almost  nothing;  and  in  about  the  same  periai,  whith  is 
almost  coincident  with  that  of  the  war  and  the  financial  unsettlement  incident  to 
it,  the  rc»sourc(J8  of  the  national  banks  under  his  supervision  have  increased  from  $11,- 
492,453,000  to  $18,553,197,000,  or  by  over  61  per  cent. 

Such  a  record  takes  the  point  off  criticism  and  makes  the  man  at  whom  it  is  (directed 
the  despair  of  his  enemies.  And  this  phrase  exactly  describes  John  Skelton  Wiliiazns. 
He  is  the  despair  of  the  enemies  who  fear  his  force  and  rectitude,  the  delight  of  the 
fri?nds  who  rejoice  in  his  sympathetic  and  unswerving  loyalt>';  a  big,  strong,  human 
character  who  hits  hard,  but  never  unfairly,  and  is  daily  becoming  more  widely 
known  to  his  countrymen  as  a  man  whom  tliey  can  trust. 

I  shall  also  ask  that  there  be  printed  in  the  record  the  attached 
copy  of  a  letter  which,  under  date  of  July  23,  1919,  was,  I  am  in- 
formed, sent  by  Mr.  I.  H.  Nakdimen,  president  of  the  City  National 
Bank,  of  Fort  Smith,  Ark.,  to  every  Member  of  Congress.  As  Mr. 
Nakdimen  explains  in  his  letter,  it  was  prepared  and  distributed 
entirely  without  my  knowledge  —in  fact,  I  knew  nothing  of  it  until 
about  a  week  or  two  after  it  had  been  sent  out.     I  never  had  the 

Eleasure  of  meeting  Mr.  Nakdimen  save  on  one  brief  occasion  when 
e  was  in  Washington  several  years  ago: 

Crry  National  Bank, 
Fort  Smithy  Ark.,  July  2S,  1919. 

PLEASE  BEAD  THIS  LETTER. 

My  Deak  Sir:  Every  public  oflScer  who  is  tr^iing  to  do  his  duty  should  read  thii 
letter  and  say  to  himself,  **Are  we  going  to  allow  a  public  officer  who  tries  to 
do  his  duty  without  fear  or  favor  to  be  abused?*' 

I  notice  through  the  press  where  Hon.  John  Skelton  Williams,  the  present  comp- 
troller, is  abused,  criti  ized.  for  what — for  doing  his  duty  without  fear  or  favor. 

You  may  say  to  yourself,  What  object  have  I  got  in  this  matter?  Why  am  1  taking 
up  this  fight?  Why  am  I  wasting  time  and  money  and  writing  letters  to  all  the  Sen- 
ators and  Congressmen?    That  will  be  the  first  thing  that  comes  in  your  mind. 

In  answer  to  same  I  wish  to  state  I  have  no  personal  interest  in  John  Skelton  WiUiami 
except  for  the  good  of  the  national  banks  and  the  people.  1  am  able  to  spend  a  fev 
minutes  of  my  time  and  a  few  postage  stamps,  and  I  feel  it  is  my  dut>'  to  write  to  every 
Senator  and  Congressman  and  give  them  tne  information  that  I  p>os8?88  and  have  ob- 
tained during  the  16  years'  time  that  I  have  been  in  the  banking  business. 

I  have  had  as  many  as  15  banks.  1  have  had  national  banks  and  State  banks.  1 
have  been  under  the  supervision  of  bank  examiners,  commisHiuners,  and  comptrollen. 
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I  was  under  the  supervision  of  comptrollers  prior  to  John  Skelton  WiUiams.  I 
have  beeii- under  his  supervision  ever  since  he  has  been  comptroller.  I  have  been 
called  down  by  both.  I  have  done  a  lot  of  things  that  I  should  not  have  done,  but 
in  my  case  it  was  absolute  innocence  and  when  the  comptroller  wrote  a  letter  and 
called  my  attention  to  it  I  was  willing  and  glad  to  obey  his  command.  Why — 
because  it  was  for  the  good  of  the  bank. 

We  have  two  classes  of  bankers.  One  violates  the  law  knowingly  and  willingly 
and  the  oHier  banker  violates  the  law  innocently,  but  John  Skelton  Williams  makes 
them  both  do  the  same — comply  with  the  law. 

There  was  a  time  prior  to  Mr.  Williams  being  comptroller  when  a  banker  violated 
the  law  the  comptroller  wrote  him  a  letter  and  called  his  attention  to  it.  Sometimes 
the  banker  answered  the  letter  and  sometimes  he  didn't.  If  he  did  answer,  his 
answer  was  **I  will  attend  to  it,"  and  that  was  the  last  of  it;  but  since  John  Skelton 


Williams  became  comptroller,  if  he  writes  a  letter  to  a  banker  calling  his  attention  to 
the  violation  of  the  law,  and  if  the  banker  doesn't  answer  within  a  reasonable  time, 


That 

means  frequent  examinations  and  what  is  the  consequence?  The  banker  begins  to 
get  sore  and  begins  to  curse  and  abuse  John  Skelton  Williams;  especially  the  banker 
who  has  had  his  own  way  for  years  under  the  old  system. 

When  Mr.  Williams  sends  down  a  special  examiner  the  banker  begins  to  growl 
and  grunt.    Why?    Because  Mr.  Williams  wants  him  to  run  a  clean  bank. 

My  dear  sir,  there  is  more  back  of  the  fight  that  is  made  on  John  Skelton  Williams 
than  I  can  ever  write.  The  good  banker  who  is  willing  to  run  his  bank  honestly  and 
obey  the  liw  is  not  a^inst  John  Skelton  Williams.  The  banker  who  is  against  John 
Skelton  Williams  is  the  man  who  has  been  continually  violating  the  national  banking 
law,  and  he  does  not  like  to  be  corrected. 

The  banker  who  is  against  the  present  comptroller  is  the  banker  who  has  been 
violating  section  52-^xcessive  loans,  allowing  overdrafts,  using  the  bank's  money  for 
his  own  benefit,  loaning  money  to  his  friends  and  relations  to  go  in  business  and  shar- 
ing the  profits,  and  a  thousand  more  violations. 

The  Riggs  National  Bank  of  your  city  has  been  fighting  the  comptroller  ever  since 
the  comptroller  has  caused  (he  Riggs  National  Bank  to  take  its  desk  out  of  the  com- 
troller's  office.  The  Riggs  National  Bank  has  no  more  right  to  have  a  desk  in  the  com- 
troller's  office  than  I  have  or  any  other  banker. 

The  object  and  purpose  of  having  the  desk  in  the  comptroller's  ofiice  was  to  obtain 
information  for  the  benefit  of  said  bank,  and  ever  since  the  comptroller  caused  them 
to  take  the  desk  out  the  fight  began  and  it  has  been  continued. 

No  doubt  you  could  get  access  to  the  records  published  by  the  comptroller  in 
regard  to  the  Rigi?s  National  Bank  and  see  how  they  have  been  violatine  the  law 
continually,  and  because  Mr.  Comptroller  insisted  upon  the  Riggs  National  Bank  to 
comply  witn  the  law  then  the  fight  began  and  it  has  been  a  continuous  fight. 

Now  jrou,  as  a  public  officer,  are  you  willing  to  allow  a  public  officer  to  be  abused 
and  criticized  because  he  is  doing  his  duty?  I  believe  it  is  eveiy  public  officer's 
duty  to  dig  into  this  fight  to  the  bottom  and  especially  in  this  case,  because  I  am  safe 
in  saying  you  will  find  this  is  a  manufactured  nght  for  a  selfish  purpose. 

Ever  since  the  present  comptroller  began  to  inject  purity  into  the  National  banking 
flystem,  and  ever  since  he  began  to  pump  the  impurity  out  of  the  National  banking 
system,  the  bankers  through  some  ot  the  oankers'  magazines  have  been  fighting  him 
and  criticising  him. 

I  defy  any  of  those  bankers  who  are  fighting  him  secretly  and  under  cover  to  come 
before  the  United  States  Senate  or  the  committee  and  tell  what  he  has  done  to  dis- 
credit the  National  banks. 

John  Skelton  Williams  is  responsible  for  the  condition  the  National  banks  are  in 
to-day.  He  has  purified  them.  He  has  pumped  all  the  impurity  out  of  them  by  hia 
strict  restrictions.  He  was  forced  to  put  the  iron  hand  on  them  and  make  them  obey 
the  law  because  they  were  too  loose  in  their  method  of  banking.  They  were  spoiled. 
They  were  doing  as  they  pleased  and  when  he  became  comptroller,  noaoubt  he  saw  it. 
He  tried  to  do  it  in  as  nice  a  way  as  he  could  but  they  would  not  let  him  and  in  order 
to  accomplish,  and  in  order  to  make  the  banks  comply  with  the  National  banking 
law,  he  was  forced  and  compelled  to  use  the  iron  hand. 
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He  i8  responsible  for  the  usurer's  interest  ceasing.  If  you  take  the  bankers'  owtt 
reports,  you  will  find  where  lots  of  bankers  who  report  honestly,  have  reported  thtt 
they  have  chained  as  high  as  60  and  70  per  cent  and  the  dishonest  banker  nuikes  a 
false  report  by  reporting  from  6  to  10  per  cent. 

Take  the  report  that  was  made  to  tne  comptroller  prior  to  John  Skelton  WilliamB 
and  take  the  report  that  is  now  made  during  Mr.  Williams's  administration.  Oompaie 
the  two  reports.  I^y  them  on  your  desk  and  look  at  them.  Study  the  two  anci  me 
if  there  is  anything  wrong — if  there  is  anything  a  banker  could  object  to. 

I  will  admit  there  is  more  work  attached  to  it;  but  suppose  there  is  an  hour's  more 
work.  Why  should  a  banker  refuse  to  give  all  the  details  about  his  hank  if  he  is  a 
good,  honest,  conscientious  banker? 

You  n?member  as  well  as  I  do  the  fight  the  bankers  made  on  the  Federal  reserve 
banks.  You  know  the  fight  they  made  on  the  postal  savings.  You  know  the  fight 
they  have  made  on  every  bill  that  has  ever  passed  in  connection  with  a  bank. 

Some  of  the  bankers  even  went  as  far  and  said  if  the  Federal  reserve  bank  act  wm 
passed  that  they  would  get  out  of  the  national  banking  system.  They  would  dena- 
tionalize— a  great  big  bluff  as  usual. 

Suppose  we  didn't  have  the  Federal  reserve  bank.  WTierc  would  this  oountr>' 
have  been  during  the  war?  The  ]>eople  of  this  country  do  not  realize  and  do  ncft 
appreciate  what  a  great  salvation,  what  a  great  saving,  and  what  absolutely  saved 
the  country  and  that  is  the  Federal  reserve  bank. 

Every  man  ought  to  have  the  name  of  the  Federal  reserve  bank  upon  his  door. 

Only  a  few  months  ago  the  Union  Service  To.,  of  your  city,  at  816  Fifteenth  street 
NW.,  isrtue<l  a  letter  and  mailed  it  to  every  banker  in  the  United  States,  critidzing 
and  abusing  the  present  comptroller.  VVTiy— what  have  they  got  to  do  with  il? 
Why  are  they  spending  money  for  stationery,  printing,  and  jxietage?  Are  they  a  good 
Sanaaritan?  '  * 

Don't  you  know  that  some  banker  is  back  of  it?  Some  of  the  bunkers  who  haven't 
got  the  nerve  and  who  haven't  got  the  manhood  to  come  out  under  their  own  signa- 
ture, get  a  tool  like  the  Union  Service  or  some  other  publication. 

I  believe  the  Senate  ought  to  demand  of  each  banker  who  is  opposed  to  the  pre«nt 
comptroller  to  appear  before  the  committee  and  give  his  reason  in  person  and  not 
abuse  a  public  officer  who  is  tr>nng  to  do  his  duty  vnTthout  fear  or  favor  and  be  abusfd 
by  a  paid  publication. 

1  herewith  inclose  copy  of  letter  that  1  have  written  to  the  Union  Servict*  Co. 

Also  inclosed  find  copy  of  letter  that  I  have  written  to  Mr.  Cousins,  editor  of  the 
American  banker,  of  New  York,  who  has  taken  a  delight  to  **slip  it  in  "  occasionally 
to  Mr.  Comptroller  through  the  influence  of  some  irres])onsible  and  unreliable  bankei? 
who  no  doubt  have  been  continually  violating  the  law  and  desire  to  continue  to 
violate  the  law  and  l>ecaus<»  they  can  not  continue  to  run  their  banks  to  suit  them- 
selves. 

Some  of  the  national  bankers  were  not  satisfied  with  getting  paid  publications  to 
criticize  and  abuse  Mr.  Williams,  but  they  secured  a  State  banker.  Mr.  Rabin,  of 
New  York,  and  he  became  indignant  about  the  comptroller  and  made  a  public  speech 
criticising  him.  Mr.  Sabin  is  president  of  a  large  bank,  and  I  believe  he  has  all  he 
can  do  to  take  care  of  his  own  institution  >\Tlhout  butting-in  on  the  national  sj-stem. 

It  is  amusing  to  read  the  wicked,  the  unjustifiable,  and  the  most  ridiculous  ^t 
that  is  made  by  Mr.  McFadden,  Representative  of  Pennsylvania,  and  slso  president 
of  a  national  bank,  because  the  comptroller  cauwis  him  to  nm  his  bank  in  compliance 
with  the  national  banking  law. 

I  notice  in  some  paper  where  Mr.  McFadden 's  bank  was  criticized  by  the  comptolller 
i)rior  to  Mr.  Williams's  administration  and  has  been  criticized  ever  since  Mr.  William* 
nas  been  in  olfice.  Now  why  don't  Mr.  McFadden  comply  with  the  national  bankin|! 
law  like  all  the  other  bunkers  and  cease  growling?  There  isn't  but  one  way  to  run* 
bank  and  that  is  comply  with  the  law,  and  that  is  all  the  present  comptroller  demand? 
from  the  banks. 

The  comptrolller  has  made  a  ri'markable  record  during  the  time  of  his  adminiftm- 
tion.  The  last  record  shows  that  in  18  months  there  weren's  but  two  little  bank  fail- 
ures out  of  8,000.  A  public  officer  who  makes  a  record  of  this  kind  ought  to  be  com- 
mended and  ought  to  be  noticed, and  he  ought  to  be  protected  and  defended  by  hii 
fellow  public  officers. 

In  order  for  the  United  States  Senate  to  be  satisfied  that  the  criticism  made  by 
the  bankers  asrainst  the  comptroller  is  just  or  fair,  subpnpna  th«*He  hanker^t  Iw^fore  \hv 
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Senate  committee  personally  and  let  them  give  their  reasons  and  let  them  make  their 
objections.     I  doubt  if  you  can  find  a  half  dozen  out  of  8,000  bankers. 

In  my  opinion,  I  believe  it  it?  the  duty  of  every  Senator  to  see  that  these  unjust 
charge?  a^in<?t  a  public  officer  cease,  and  these  bankers  should  be  punished  for  airing 
out  false  charges  for  the  purpose  of  discredit  when  they  know  there  are  no  grounds  for 
the  false  cliarges. 

I  wish  to  stite  that  this  letter  is  written  without  the  knowledge  or  consent  of  John 
Skelton  Williams,  either  directly  or  indirectly. 
Yours,  very  tnily. 

I.  H.  Nakdhibn. 


(^•iTY  National  Bank, 
Fort  Smith,  Ark.,  February  19,  1919. 

Mr.  Wilfred  S.  ( -ouhinw. 

Editor  American  Banker,  67  Pearl  Street,  New  York,  N.  Y. 

My  Dear  Mr.  Cousins:  No  doubt  when  you  get  this  letter  you  will  sav  to  yourself, 
** There's  the  same  old  crank  coming  back  at  me."  But  after  you  read  ft  I  want  you 
to  take  another  thought  and  say  to  yourself,  ** No;  he  is  not  a  crank.*' 

I  want  you  to  read  the  copy  of  the  letter  that  I  herewith  inclose  that  I  have  written 
to  Congressman  Wingo,  and  also  copy  of  the  letter  I  have  written  to  the  Union  Service 
Co.  at  Washington,  then  I  want  you  to  read  a  copy  of  the  editorial  appearing  in  your 
magazine  of  February  3,  on  page  21(i,  from  the  Philarlelphia  Press,  and  also  in  your 
magazine  of  Februarv  10,  cojiiea  from  the  Financier. 

Both  articles  are  absolutely  unjustifiable  and  untrue,  and  it  was  written  and  pub- 
lished for  a  purpose.  Not  for  a  purpose  for  the  good  of  the  banks  or  the  country.  It 
was  done  for  no  other  purpose  except  to  discredit  Hon.  John  Skelton  \yilliams  and 
discredit  the  good  national  banks  of  America  and  to  injure  the  banking  system  of  this 
countrj'. 

I  believe  that  I  have  written  you  before  and  expressed  the  good  that  Hon.  John 
Skelton  Williams  has  done  ever  since  he  has  been  in  office  for  the  good  banks.  In  my 
opinion  he  is  a  genius.  He  has  done  more  for  the  banking  fraternity  than  all  the 
comptrollers  have  done  for  30  years  prior  to  his  taking  charge. 

He  has  purified  the  1>anking  svstem.  He  has  eliminated  the  bank  grafter.  He 
has  caused  the  stockholders  of  tfie  national  banks  to  get  what  is  coming  to  them. 
He  is  the  cause  of  the  banks  loaning  monev  at  a  legal  rate  of  interest.  He  is  the  cause 
of  the  national  bankers  being  in  such  good  shape  that  there  was  not  a  failiu'e  in  eight 
months. 

He  is  a  credit  to  the  National  Government  and  to  the  national  banking  svstem. 
He  has  shown  no  preference.  He  iias  treated  the  little  banker  and  the  big  banker 
alike.  He  makes  tne  big  banker  comply  with  the  law  the  same  as  he  does  the  little 
banker.  He  has  no  pets,  no  favors,  and  no  desks  in  his  ofiice  from  some  of  the  big 
bankers  in  New  York,  where  thev  could  obtain  special  information  or  privileges. 

He  may  make  some  mistakes,  but  it  will  be  no  more  than  anjr  human  will  do. 

I  want  to  impress  upon  your  mind  one  thing,  and  I  am  saying  this  without  any 
hesitation,  that  Hon.  John  Skelton  Williams  has  done  more  good  for  the  banks  and 
for  the  people  than  anv  comptroller  we  liave  ever  had,  and  I,  as  a  banker,  knowing 
what  he  has  done,  feel  that  it  is  a  disgrace  to  any  newspaper  or  any  magazine  to  publish 
an  article  against  him  without  investigating  tlie  facts  of  it. 

It  will  be  a  calamity  to  the  country  if  the  comptroller's  office  were  to  be  abolished 
and  leave  it  to  the  Federal  reserve  bank  to  looK  after.  The  Federal  reserve  bank 
should  be  under  the  supervision  of  the  comptroller  the  same  as  any  other  bank,  because 
they  are  doing  the  same  kind  of  business  that  the  bank  does. 

Abolishing  the  comptroller's  office  and  putting  the  Federal  reserve  bank  in  cliarge 
will  be  the  same  as  you  selecting  one  bank  in  a  town  to  supervise  over  his  competitive 
banks. 

It  is  an  absolute  joke  for  anyone  to  criticize  and  try  to  abolish  the  comptroller's 
office.    Who  ever  attempts  to  write  an  article  or  speak  on  the  subject,  they  ou^ht  to 
take  a  les^n  in  banking  and  find  out.    Then  they  will  become  convinced  that  it  is  a 
joke  to  discuss  abolishing  the  comptroller's  office.' 
Yours,  truly, 

I.  H.  Nakoimkn.  PreMeni. 
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City  National  Bank, 
Fori  Smith,  Arh.,  February  19,  1919. 

Union  Service  Co., 

816  Fifteenth  Street  NW.,  Washington,  I),  C. 

Gentlemen  :  Your  circular  letter,  no  doubt  sent  to  every  bank  in  the  United  States, 
dated  February  15,  received. 

Wliv  do  you  take  such  an  interest  in  the  oppo^tion  of  Hon.  John  Skelton  Williams? 
Why  ^o  you  take  such  an  interest  in  tryins;  to  abolish  the  comptroller's  office?  Whit 
do  vou  know  about  what  the  office  is  doing;  for  the  banks? 

Why  are  you  spendine:  so  much  money?  Who  is  payinoj  you  for  it,  or  are  you  doinff 
it  for  the  i?ood  and  benefit  of  the  bank?,  or  are  you  doincj  it  because  you  are  paid  for  it? 

Do  you  know  that  you  are  makins:  statements  in  your  letter  tliat  are  absolutely 
untrue,  absolutely  witJhout  any  foundation  whatever?  Don't  you  know  that  every- 
body who  rejwis  your  letter  knows  that  you  have  a  motive  in  it  and  you  are  not  doing 
it  for  the  good  cause  and  everybody  knows  what  that  motive  is? 

Otherwise  why  should  you  issue  tnese  letters,  pay  for  the  paper,  pay  for  the  printing, 
pay  for  the  envelopes,  and  pay  for  the  stamps?  Don't  you  know  tnat  we  know  it  costs 
money  to  do  this? 

Why  are  you  doin-?  it?  For  a  good  cause?  You  are  an  awful  good  Samaritan,  aren't 
you?  Have  you  ever  done  anything  before  in  behalf  of  the  banks?  If  you  have,  what 
IS  it? 

Being  a  banker  for  18  years,  Jiaving  both  State  and  national  banks,  I  believe  I  am 
in  a  better  position  to  know  and  to  pass  an  opinion  on  the  advantages  and  disad- 
vantages of  the  comptroller's  office,  and  I  want  to  tell  you  for  your  own  benefit  that 
the  comptroller's  office  and  Hon.  John  Skelton  Williams  have  done  more  to  purify  the 
national  banking  system  under  his  management  than  there  has  been  done  in  30  yean 
prior  to  his  taking  charge. 

He  is  one  man  that  the  little  banker  admires  and  the  big  banker  who  is  willing  to  be 
honest  admires,  because  John  Skelton  Williams  does  not  show  any  preference.  Big 
or  little,  he  treats  them  all  alike.    He  makes  them  all  comply  wittf  tne  law. 

There  are  no  favors  or  pets  or  no  desks  of  the  big  bankers  in  his  of&ce  to  receive  any 
special  privileges  like  there  has  been  in  the  past. 

Tell  your  president,  Mr.  George  H.  Gall,  that  you  are  on  the  wrong  track  and  3^00 
better  get  off  and  get  off  ouick.  You  are  on  the  wrong  side  and  you  better  get  on  the 
right.    I  believe  you  could  get  right  if  vou  want  to  be  fair  to  the  bankers. 

You  go  and  see  the  comptroller  and  talk  to  him  and  get  Ms  side  of  the  story  and  then 
compare  it  with  the  bunch  who  are  supposed  to  be  putting  up  the  money  for  you  to 
get  out  this  letter  and  see  who  13  right  and  who  is  wrong. 

You  tell  them  they  can  not  get  away  with  that  kind  of  dope.  They  can  not  get 
away  with  playing  the  game  unfair. 

For  vour  own  good  and  for  your  own  reputation  you  better  get  the  real  sentiment  of. 
the  real  bankers  who  are  inclined  to  be  fair  and  who  are  inclined  to  run  a  bank  honestly 
That  banker  is  not  in  opposition  to  the  comptroller's  office  or  Hon.  John  SkeltcA 
Williams.  The  only  banker  who  is  against  Hon.  John  Skelton  Williams  is  the  eelfidi 
one  and  the  one  who  has  been  putting  more  in  his  own  pocket  than  he  is  ^ving  to  the 
stockholders. 

Yours,  truly, 

I.  H.  Nakdimbn,  President, 

I  also  ask  that  there  bo  inserted  in  the  record  the  attached  copy  of 
a  letter  which  I  addressed  to  Chairman  Piatt  of  the  Banking  and 
Currencv  Committee  of  the  House  of  Representatives  on  June  17, 
1919,  which  is  self-explanatory. 

Treasury  Department, 
.     Washing  tan,  June  17, 1919. 
Hon.  Edmund  Platt, 

Chairman  Banking  and  Currency  Com,miitec, 

House  of  Representatives,  Washington,  D,  C, 

My  Dear  Sir:  I  have  your  letter  of  the  12th  instant,  advising  me  that  you  have 
received  recently  **a  number  of  copies  of  the  joint  resolution  from  the  Legislature  of 
California  with  regard  to  banks  in  Riverside  and  Santa  Rosa,  in  that  State,  where, 
according  to  the  resolution,  *  these  failures  have  been  brought  about  by  the  inadequate 
examination  of  the  National  banks  under  the  existing  law/  ''  etc. 
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Your  comment  that  this  "must  have  been  an  exaggeration,  for  failures  certainly 
can  not  be  said  to  have  been  brought  about  in  any  case  by  inadequate  examination, 
as  all  examinations  can  do  is  to  serv^c  warning,  and  when  conditions  are  not  too  bad 
to  pre^  ent  fiilures  already  impending"  is,  of  course,  absolutely  correct. 

The  joint  resolution  of  the  Legislature  of  California  to  which  you  refer  is  an  extraor- 
dinary document  and  seems  either  to  have  been  pacssed  carelessly  as  the  result  of  a 
Btrange  ignorance  of  facts  and  to  have  been  bised  upon  supposed  conditions  which 
do  not  exist,  or  else  the  legislature  was  deceived  and  misled  by  some  enemy  of  the 
administration  or  of  this  office. 

The  Senate  joint  resolution  bears  date  of  March  20,  1919,  and  I  quote  it  as  follows: 

'•senate  joint    resolution    no.  11,   BY  SENATORS  SLATER  AND  EVANS,   RELATIVE   TO 
MORE  STRICT  EXAMINATION  OF  NATIONAL  BANKS  BY  THE  FEDERAL  GOVERNMENT. 

"Whereas  failures  among  national  banks  of  the  United  States  have  been  the  cause  of 
great  suffering  among  innocent  depositors  and  stockholders  and  in  some  cases 
have  been  brought  about  by  the  inadequate  examination  of  national. banks  under 
the  existing  lawp  of  the  United  States,  as  recently  illustrated  in  the  cities  of  River- 
side and  Santa  Rosa,  in  the  State  of  California;  and 

"Whereas  it  is  apparent  that  more  careful  examination  of  national  banks  is  required: 
Now,  therefore,  be  it 

**  Resolved  hy  the  senate  and  assembly,  jointly,  That  the  Legislature  of  the  State  of 
California  hereby  memorializes  Congress  to  pro\'ide  for  proper  legislation  for  the  more 
strict  expmination  of  national  banks  within  the  United  States;  and  be  it  further 

*^Resolreff,  That  our  Senators  and  Representatives  in  Congress  be,  and  they  hereby 
are,  requested  to  take  such  steps  as  may  be  necessary  to  institute  such  legislation; 
and  be  it  further 

^^ Resolved,  That  the  eecretary  of  the  senate  be,  and  he  herebv  is,  directed  to  forward 
copies  of  these  re^Iutions  to  the  honorable  Secretary  of  the  Treasury,  the  President 
of  the  Senate  of  the  United  States,  the  Speaker  Df  the  Houtie  of  Representatives,  and 
each  of  California's  Senators  and  Representatives  in  Congress." 

The  declaration  in  the  resolution  that  "it  is  apparent  that  more  careful  examination 
of  national  banks  is  required  "  is  not  supported  by  the  facts.  On  the  contrary,  the 
records  indicate  clearly  that  the  examinations  of  national  banks  now  made  under  this 
administration  are  the  most  careful,  the  most  thorough,  and  the  most  efficient  in  the 
historv  of  the  national  banking  system.  This  is  the  first  complaint,  as  far  as  I  recall, 
that  this  office  has  received  during  the  five  years  of  my  administration  as  comptroller 
suggeitirg  that  the  examinations  now  being  made  were  either  not  careful  or  not  suffi- 
ciently rigid. 

Bee? use  of  the  conspicuously  high  efficiency  of  the  bank  examinations  made  under 
8up>er\ision  of  this  bureau  some  of  the  clearing-house  associations  about  the  country 
ha^  e  decided  to  abolL«^h  the  position  of  clearing-hoii.c  e:an.*:....  formerly  maintained. 
It  is  also  noteworthy  that  the  very  first  clearing-house  association  to  do  away  %vith  the 
clearing-hoa*^  examiner  on  this  account  was  the  Clearing  House  .'Vssociation  of  San 
Francisco.  Within  the  past  few  da>'s  a  leading  banker  from  another  important  city 
in  the  Central  West  called  at  this  office  and,  commending  in  strong  terms  the  efficiency 
of  national-bank  examinations  as  now  (X)nducted,  incidentally  mentioned  that  the 
clearing-hoiBe  association  of  his  city  had  also  done  away  with  its  clearing-house 
examiner,  because  of  the  excellent  work  now  done  bv  national-bank  examiners. 
Pi  The  thoroughneis  of  national-bank  examinations,  and  the  policy  of  this  office  in 
enforcing  the  obeerv  ance  of  law  on  the  part  of  national  banks  are  being  clearly  reflected 
in  the  increasing  immunity  from  bank  failures  as  shown  by  official  records.  The  time 
of  the  greatest  financial  strain  to  which  this  country'  has  ever  been  subjected  has 
probably  been  the  past  two  years  and  three  months  of  President  Wilson's  second 
administration,  which  includes  the  entire  period  of  our  war  with  Germany — 19  months, 
and (8  months  of  reconstruction  and  readjustment;  and  yet  the  records  show  that  the 
national-bank  failures  per  year  for  each  1 ,000  national  banks  in  operation  was  sixteen 
times  as  great  in  the  2.5  years  prior  to  ^larch,  1917,  as  during  the  past  27  months  of  war 
and  reconstruction. 
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So  much  for  the  record  of  national  banks  throughout  the  couiitr>'  generally. 

Now,  as  to  the  State  of  California.    The  records  show  that  for  more  than  10  yeaw 
paM  there  has  been  only  one  national  bank  failure  in  California. 
.  And  in  the  past  24  years  there  have  only  been  three  national  bank  failures  in  Cali- 
fornia, to  wit: 

(1)  The  Oraupe  Gn)wer8'  National  Bank,  of  Rivorisde.  Calif.,  which  failed  in  March. 
1904,  and  paid  its  depositors  100  cents  on  the  dollar  on  the  principal  of  their  deposits: 

(2)  The  Oakland  National  Bank,  which  failed  in  April.  1909.  and  paid  its  deixieitons 
100  cents  on  the  dollar  On  principal,  together  with  interest  on  deposits  (except  certain 
cases  where  interest  was  waiveil);   and 

(3)  The  Santa  Rosa  National  liank.  of  Santa  Rosa,  Calif.,  which  failed  in  September 
last  and  which  is  still  l>eing  lifpiidated.  The  cashier  of  this  latter  hank  has  already 
been  sentenced  to  the  penitentiar}'  for  deception  and  embezzlement. 

(As  to  the  circumstances  under  which  tJie  national-bank  examiner  found  it  necess&r?' 
to  require  the  closing  of  the  Santa  Rosa  National  Bank — ^at  tiie  time  the  Santa  Roee 
Savings  Bank,  under  the  same  management,  was  closed — I  in\-ite  your  attention  to 
the  inclosed  extracts  from  the  report  of  the  national-bank  examiners  relative  to  the 
methods  by  which  the  oflScers  of  the  bank  managed  to  hide  their  crookc^ne^  and 
conceal  the  true  condition  of  the  bank  from  examiners,  lx)th  State  and  national.  > 

The  Santa  Rosa  National  Bank,  which  failed  in  California  in  Septerol>er,  1918.  wap 
tJie  only  national  bank  in  the  entire  United  States  to  fail  in  the  year  1918. 

It  is  clear  that  despite  the  resolutions  passed  by  the  California  I  epislature  declaring 
tiiat  the  failures  among  national  banks  "have  been  the  cause  of  great  suffering  aroone 
innocent  depositors  and  stockholders,"  tJie  records  show  that  the  three  national  banks 
which  have  failed  in  California  in  the  past  24  years,  two  of  them  paid  their  depc^itoR 
in  full  and  the  third,  and  last  one,  which  failed  in  Septeml>er  last,  is  ^-^ill  in  process  of 
liouidation. 

Now  let  us  look  at  the  sho\nng  of  the  banks  under  State  suj^rvision,  as  to  vhirh 
these  resolutions  are  silent.  As  comjmred  \^'ith  the  failure  of  only  one  national  bank 
in  Calif omia  for  more  than  10  years  past,  or  two  in  more  than  15  years  (one  of  which 
paid  de|X)sitor8  in  full),  I  direct  your  attention  to  the  official  fgures  which  show  in 
California  since  January  1 ,  1908,  10  failures  of  barking  iiistitutiors  other  tht^Ji  national, 
including  a  savings  bank,  which  failed  in  Santa  Rosa  at  the  time  that  the  only  national 
bank  which  has  failed  in  California  in  oAer  10  years  closed  its  doors. 

The  records  further  show  that  since  the  inaugimition  of  the  national  banking  8\T«tein 
in  1863  there  have  been  at  least  four  times  as  many  failures  of  banks  other  than  natioual 
as  there  have  lx»en  of  national  banks  in  California. 

(About  40  per  cent  of  the  banking  institutions  in  California  at  this  time  are  natiooal 
banks,  the  remainder  State  banks,  trust  companies,  and  private  banks.) 

It  is  not  my  purpose  in  making  these  comparisons  to  b(»  understood  as  criticizing 
the  methods  of  work  of  the  banking  department  of  California.  \b  a  matter  of  fact  the 
work  of  that  dei>artment  ie  entitled  to  high  commendation,  for,  although  the  propor- 
tion of  failures  of  State  banks  in  California  has  been  high  as  compared  with  the  failures 
of  national  banks.  (California's  recrord  compared  with  various  other  States  is  exceed- 
ingly favomble  and  reflects  credit  upon  the  supervising  authorities.  I'\irthermore. 
it  is  a  pleasure  to  l>ear  testimony  to  the  coopi^ration  and  cordian  relations  existing 
between  the  State  banking  authorities  of  California  and  the  buretiu  nf  the  Comptiollef 
of  the  Currency. 

May  1  venture  to  add  that  tiie  verv  day  1  received  your  letter  of  12th  instant,  * 
former  Member  of  Congress  from  the  AVest,  a  Republican,  calleil  at  this  office  to  say 
that  he  had  originally  b(»en  oj)poped  to  me  and  ha<l  been  critical  of  mv  methods  anS 
policies,  but  that  he  now  de?ir(*d  to  exprt^.ss  stnrngly  and  unequiM>cally  nis  commenda- 
tion of  the  work  of  this  office  and  of  the  result**  which  are  neiiig  obtained  under  it? 
present  administmtion.  lie  conimonteil  ujx)n  the  gi*eatly  redutx?d  mortality  anKms: 
national  banks,  and  the  increat'ed  safety  of  dejx)^itor.-^,  uid  aljo  upon  tlie  improvi-d 
status  vvhi(;h  national-bank  shares  now  ha\e  from  the  standix)int  of  collateral  or  » 
investment,  and  mentioned  tliat  the  stock  of  one  national  bank  in  the  West  in  which 
he  was  largely  interested  liad  doubled  in  value  in  the  past  few  years.  Ue  generously 
declared  that  although  he  did  not  agree  with  me  |X)litically,  he  thought  it  only  jok 
to  avow  his  unqualified  approval  and  commendation  of  the  administration  of  il» 
comptroller's  office. 

In  conclusion,  I  think  it  may  interest  you  to  know,  in  connection  with  the  growtfi 
and  development  of  the  national  banking  system,  that  from  Kovember  1  1^14.  to 
June  1,  1919,  this  office  has  received  2.01 1  applications  for  new  national-bank  charteti 
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including  293  State  banks  nationalizing V  for  extensions  of  charters  and  for  permission 
to  increase  the  capital  of  existing  banks,  while  the  total  number  of  voluntary  liquida- 
tions (exdlusive  of  consolidations  with  other  national  banks)  and  applications . for 
reduction  of  capital,  have  aggregated  only  373  for  the  same  period. 
Faithfully,  yours. 

John  Skrlton:  Williams.  Comptroller. 


KXTHACT  KUOM  THK  REPORTS  OK  SATIONAI/-BANK  EXAMINERS  TO  THE  COMPTROLLER  OK 
THE  CURRENCY  RELATIVE  TO  THE  FAILURE  IK  SEPTEMBER,  191S,  OK  THE  S  \NTA  ROSA 
NATIONAL   BANK,  SANTA    ROSA,  CALIF. 

The  successful  concealment  during  a  long  period  of  the  true  condition  of  this  bank 
can  be  directly  a<^cribed  to  the  fact  tiat  most  of  the  officers  and  employees  had  knowl- 
edge, more  or  less  complete,  of  the  irregularities,  and  in  their  respective  spheres  aided 
in  the  concealment.  They  were  participants  in  a  systematic  and  effective  conspiracy 
of  remarkable  completene*^.     ♦    *    ♦ 

This  bank  was  strictly  a  "family"  bank,  with  the  conmlement  of  "dummy"  direc- 
tors, which  usually  are  a  part  of  tne  equipment  of  such  banks.  There  appears  never 
to  have  been,  at  least  not  within  recent  years,  a  director  of  independent  strength  on 
the  board.  *  *  *  The  (ushier,  Frank  A.  Brush  and  other  members  of  the  Brush 
family,  not  only  owned  mast  of  the  stock,  but  constituted  a  majority  of  the  directors 
and  absolutely  dominated  the  management  under  the  immediate  direction  of  the 
cashier.    ♦    ♦    » 

The  method  of  covering  the  various  defalcations  is  set  forth  in  great  detail  by  the 
examiner  in  his  report.  The  concealment  was  had  by  removing  sheets  from  the  com- 
mercial individual  ledgers  and  cards  from  the  savings  and  individual  ledgers  the 
aggregate  balances  of  which  equaled  the  amount  of  the  difference  which  it  was  desired 
to  conceal.  Between  examinations  all  individual  ledger  sheets  were  kept  in  their 
proper  places  in  the  ledgers.  Wlien  it  was  learned  that  an  examiner  had  arrived  the 
indi\'idual  ledger  sheets  of  tlie  desired  aggregate  were  hurriedly  removed  and  locked 
in  a  safe-deposit  box.  where  they  remained  during  the  examination.  Trial  balances 
run  by  the  examiners,  therefore,  would  agree  with  the  general  ledger  controlling 
accounts. 

To  take  care  of  checks  deposited  while  the  ledger  sheets  were  out.  four  fictitious 
accounts  were  opened  in  which  were  deposited  the  aggregat-e  of  the  checks  received 
for  credit  in  the  missing  accounts. 

Summarizing  the  situation  with  reference  to  tiie  failure  of  the  Santa  Rosa  National 
Bank,  it  can  l:e  said  that  the, failure  was  caused  by  the  systematic  and  cleverly  con- 
cealed serie.s  of  defalcations  over  a  period  of  years,  which  even  an  audit  of  the  bank 
would  proba!  ly  have  failed  to  disclose  if  the  officers  and  clerks  in  the  bank  had  had 
the  opportunity  in  advance  of  removing  the  individual  ledger  sheets,  as  the  total 
balances  shown  by  the  individual  ledgers  agree  with  the  total  shown  by  the  general 
ledger,  which  is  the  controlling  account  of  the  bank.  Unless,  tlierefofe,  eacn  indi- 
vidual account  were  audited  and  the  deposit  slips  and  checks  carefully  checked, 
there  would  be  nothing  to  disclose  a  shortage  in  the  deposit  account.  Kven  the 
matter  of  calling  in  the  pass  books  of  the  various  depositors  would  have  failed  to 
disclose  the  shortage,  as  tne  auditor  would  necessarily  have  called  for  only  such  pass 
books  of  individuals  as  were  shown  by  the  indi\'idual  ledgers  to  have  had  accounts 
with  the  bank. 

With  reference  to  the  for^ries  where  these  forgeries  w^ere  placed  with  correspondent 
bank,  as  was  the  practice  m  this  bank,  and  where  these  notes  were  paid  at  maturitv 
out  of  the  bank's  funds,  there  is  no  method  by  which  the  examiner  could  detect  such 
forgeries. 

In  connection  with  this  failure  it  should  be  borne  in  mind  that  tlie  Union  Savings 
Bank,  a  State  institution  subject  to  State  examination,  occupied  the  same  office  and 
had  the  same  officers  as  the  Santa  Rosa  National  Bank.  This  institution  wa3  dosed 
by  the  State  authorities  the  same  time  that  the  national  bank  was  closed.  The 
inethod  of  c(mcealment  was  identical  in  both  cases  according  to  Examiner  Thompson's 
report. 

As  can  be  seen  from  the  above,  it  was  almost  impossible  for  eitber  the  State  or 
National  examiner  to  discover  the  defalcations  unless  there  should  have  been  a  break 
in  the  ranks  of  the  conspirators. 
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House  op  Representativbs, 
Committee  on  Banking  and  Currency. 

Washington,  June  It,  J919. 

The   COMPTROLLKR   OF  THE    CURRENCY, 

Treasury  Department,  Washington,  D.  C, 

My  Dear  Mr.  Williams:  I  have  yours  of  the  10th  inclosing  circular  of  June  9  with 
regird  to  the  gratif\ing  increase  in  the  number  of  applications  for  new  national-bank 
chirters,  etc.  This  certainly  shows  the  general  soundness  and  prospentN'  of  banldng, 
and  I  am  franklv  of  the  opinion  that  the  efforts  of  yourself  as  comptroller,  to  hold  Uie 
banks  of  the  country  more  strictly  to  observance  of  the  law,  has  had  a  salutary  effect 
m  keeping  down  the  number  of  failures. 

In  view  of  the  very  small  number  of  failures  that  have  taken  place  within  the  jwst 
few  veirs,  1  have  been  surprised  to  receive  recently  a  number  of  copies  of  the  joint 
resjlutim  from  the  legislature  of  California  witli  regard  to  banks  in  Riverside  and 
Santa  Rosa  in  that  State,  where,  according  to  the  resolution,  these  failures  "liave  been 
broug:ht  about  by  the  inadequate  examination  of  the  national  banks  under  the  existing 
law,"  etc. 

Of  course  that  must  be  an  exaggeration,  for  failures  certainly  can  not  be  said  to  have 
been  brought  about  in  anv  case  by  inade  |uate  examination,  as  all  examinations  can 
do  is  to  serv^e  warning  and  when  conditions  are  not  too  bad  to  prevent  failures  already 
impending. 

I  do  not  remember  to  have  seen  anything  beyond  a  short  newspaper  item  with  regard 
to  these  California  l)anks.  and  am  entirely  in  the  dark  as  to  the  reasons  for  the  joint 
resolution  referred  to. 

Very  truly,  yours. 

Edmund  Platt. 

I  request  that  the  record  include  the  attached  copy  of  a  letter 
which  I  addressed  on  June  27,  1919,  to  Mr.  F.  W.  Hyde,  secretary  of 
the^national  bank  s?ction  of  the  American  Bankers'  Association,  and 
also  a  copy  of  Secretary  Hyde's  reply  to  my  communication,  dated 
July  1,  19 io.     These  letters  are  self-explanatory. 

Treasury  Department, 
Wastiington,  June  27,  1919, 
F.  W.  Hyde,  Esq., 

Secretary  Nn'ional  Bank  i^cc'ion, 

American  Bankers^  Association,  New  York,  N.  Y, 

My  Dear  Sir:  1  appreciate  your  rourtew  in  forwarding  to  nie  a  copy  of  certain 
resolutions  whirh  you  advise  me  were  passed  at  a  meeting  of  the  Mi^issippi  Bankers' 
Association  at  Clarksdale  last  month  in  which  the  association  expressed  disapproval 
of  the  policy  of  this  ofhce  in  making  public  from  time  to  time  the  figures  as  to  national 
and  State  bank  failures  throughout  the  country. 

It  appei^s  that  the  ^fississippi  resolutions  related  to  a  statemeut  given  out  bv  this 
office  on  Mav  7.  giving  statistics  in  regird  to  national-bank  and  State-bank  failares, 
whi(*h  shewed  the  failure  of  one  national  bank  in  the  entire  Unit^^d  States  in  the  four 
months'  period  endifig  May  1.  1910.  agiinst  24  failures  of  banking  institutions  otlifif 
than  national  from  January  1  to  April  1,  1919 — an  average  of  approximately  two 
State-baak  failures  a  week;  and  showing  also  that  while  there  had  been  only  two 
national-bank  failures  in  the  15  months  ending  April  1,  1919,  the  returns  indicated 
the  failure  of  some  50  or  60  State  banks  and  trust  companies  in  the  same  ppTiod. 

Perhar>3  I  can  best  express  the  attitude  of  this  office  and  ray  reason  for  the  public*- 
tion  of  those  statistics  by  quoting  the  following  extract  from  a  letter  which  I  recently 
addressed  to  a  certain  bank  official  in  response  to  a  somewhat  similar  criticism  froB 
him  on  that  sub'ect.     I  said: 

**  A  Federal  statute  of  many  years  standing  requires  the  Comptroller  of  the  Currency 
to  report  t^  C:)ngre«  not  only  statistics  and  information  of  national  hanks  but  info^ 
mati^n  regarding  the  conditions  of  banking  institutions  under  State  superxision  so 
far  as  it  is  obtainable.     1  take  the  purpose  of  this  to  be  to  provide  Congress,  the  admia- 
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istnition.  and  the  jpublic  with  a  comprehensive  view  of  the  entire  banking  situation 
in  the  countn-.  One  object  in  bringing  the  facts  concerning  State  tan^  into  my 
•ccasional  or  periodical  statements  is  to  comply  with  the  spirit  and  purpoee  of  this 
law.  It  seems  to  me  that  if  the  public  is  to  be  informed  of  conditions  in  one  section 
of  the  banking  business  it  should  know  them  in  aU. 

'*A  further  beneficent  result,  it  is  hoped,  may  be  to  spur  State  bank  officials  to 
inore  careful  examinition?  and  supervision.  You  and  I  know  how  strong  and  how 
injurious  is  the  tendency  to  allow  local  political  and  social  influences  to  cause  laxity 
in  State  adntiinistration  of  banking  afifairs.  My  earnest  ambition  is  to  see  both  Naticnal 
and  State  supervision  of  banks  and  the  con^uent  bank  record  of  the  United  States 
as  n3arlv  10)  per  cent  perfect  as  human  watchfulness  and  energy  can  make  them. 

**I  ask  you  to  believe  that  so  far  from  wishini^  to  injure  the  State  innituticns  in 
business,  my  desire  is  to  stimulate  them  and  those  officially  responsible  for  their 
conduct  to  emulation  of  the  fine  showing  the  national  banks  are  making." 

Permit  me  here  to  suggest  there  is  no  reason  to  believe  that  the  criticisms  offered 
by  the  ''Mississippi  Bankers'  Association*'  reflect  the  attitude  of  the  national  banks 
in  Mississippi — tne  banks  under  the  super\Tsion  of  this  office — but  perhaps  they  may 
express  the  not  justified  resentment  of  btate  banks  whose  supervision  may  have  been 
less  careful  and  whose  immunity  from  trouble  has  been  so  distinctly  less  than  that  of 
the  nitional  banks  of  that  State. 

The  figures  show  that  in  Mississippi  the  State  banks  largely  outnumber  the  national 
banks,  the  latent  report  showing  288  State  hanks  (large  and  small)  and  33  national 
banks  in  operation  at  this  time.  The  records  also  show  that  for  more  than  25  yean 
past  there  has  been  no  failure  of  a  national  bank  in  the  State  of  Mississippi,  \  ut  in  the 
past  15  years  there  have  been  34  failures  of  State  banking  institutions.  In  the  past 
five  years  20  State  banks  in  Mississippi  have  failed.  Th«e  figures  are  instructive  in 
enabling  us  to  give  proper  weight  to  resoluticns  passed  by  the  Mississippi  Bankers' 
Association,  composed  mostly  of  the  State  bankers. 

I  have  just  been  adxised  tnat  in  the  past  few  weeks  resolutions  critical  of  this  office 
have  also  been  f)assed  by  several  ''group"  meetings  of  bankers  in  the  State  of.  Ken- 
tucky, and  that  attempts  to  put  through  similar  resolutions  were  defeated  by  quite  as 
many,  if  not  more,  of  the  *'group  "  meetings  in  that  State  in  the  last  two  months.  In 
determining  how  far  such  resoluticns  reflect  the  sentiment  of  banks  with  which  this 
office  has  dealings  or  which  are  under  its  supervision,  and  how  far  they  are  inspired  by 
State  officials  or  by  the  jealousy  of  institutions  making  the  less  favorable  showing,  it  is 

g roper  to  call  attention  to  the  fact  that  in  Kentucky  as  well  as  in  Mississippi  the 
tate  banlra  largely  outnumber  the  national  banks,  the  latest  reports  showing  in  that 
State  132  national  banks  and  444  banks  other  than  national. 

In  Kentucky,  as  in  Mississippi,  the  record  of  the  national  banks  compared  with 
the  State  banking  institutions  in  the  matter  of  failures  is  particularly  favorable. 
In  the  past  15  years  in  Kentucky  there  have  been  only  four  failures  of  national  banks- 
two  of  these  subsequently  reopened,  one  has  alreetdy  paid  its  depositors  100  per  cent 
and  interest  in  full,  and  the  fourth  has  not  yet  been  fully  liquidated,  but  has  paid 
its  depositors  more  than  90  per  cent  of  their  claims.  In  these  same  15  years,  27  State 
banking  institutions  failed  and  20  of  them  failed  within  the  last  eight  years,  during 
which  period  only  three  national  banks  failed,  of  which  one  was  reopened,  one  paid 
the  depositors  in  full,  and  the  other  being  still  in  liquidation.  I  am  not  informed  as 
to  whether  any  of  the  State  banks  which  failed  were  ever  subsequently  reopened  or 
what  they  may  have  paid  their  depositors. 

This  is  a  tremendously  serious  subject,  especially  at  this  vital  crisis  of  our  com- 
mercial life,  with  the  entire  world  depending  on  the  stability  of  our  financial  struc- 
tore  as  a  whole.  I  would  feel  that  I  was  guilty  of  something  like  treason  if  in  def- 
erence to  the  feelings  or  interests  of  anybodv  or  any  group  of  men,  however  estimable 
and  well  entitled  to  my  good  will,  I  handled  the  case  timidly  or  delicately.  The 
best  results  can  be  secured  and  safety  most  certainly  assured  by  plain  speaking, 
however  rough  it  may  seem  or  unpalatable  it  may  be.  This  is  no  time  for  soft  talk 
or  smooth  evasions.  Here  we  have  the  definite,  ugly  fact  that  while  national  I  ank 
fadlures  have  reduced  steadily  and  seem  almost  at  the  point  of  disappearance,  State 
bank  failures,  in  some  States,  have  been  increasing.  In  Kentucky  there  have  been 
21  State  bank  failures  in  the  last  10  years  against  6  in  the  preceding  5  years  and  in 
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MiisiaBippi  about  10  per  cent  of  the  State  ImuUdb  have  failed  in  10  yean,  20  oC  theai 
in  the  last  5  years  against  only  15  in  the  preceding  15  years. 

We  can  not  conceal  from 'ouiselves  the  certainty  that  there  is  something  moas 
somewhere,  and  there  is  no  use  tr>4ng  to  hide  it.  I  do  not  believe  the  Statebanken 
eenerally  to  be  inferior  in  character  or  capacity  to  the  National  bankers,  or  that  the 
State  banks  of  Kentucky  and  Mississippi  had  in  the  last  10  and  5  years  manamnents 
less  competent  than  in  the  preceding  5  to  15  years,  respectively,  or  thatthebankcR 
of  those  States  are  less  honest  or  able  than  those  of  other  States  with  like  dunctcR 
of  population  and  products  which  make  better  showings.  Tho^ore,  the  fault  must 
be  with  the  systems  of  State  supervision  and  inspection.  I  see  no  way  to  avoifd  tfatt 
unpleasant  conclusion. 

There  being  something  wrong,  e\idently,  and  the  whereabouts  of  the  fault  appeu- 
ing  to  be  clear,  I  see  no  way  toward  remedy  but  frank  and  hiendly  demonstntka 
of  the  conditions  as  they  are.  The  first  step  toward  cure  is  diagnosis.  The  doctor 
who  makes  false  diagnoses  or  hides  the  right  one  to  avoid  making  enemies  or  ruffling 
sensibilities  is  guilty  morally  of  murder.  1  would  rather  be  tne  target  for  severe 
criticism,  even  from  my  friends,  and  incur  many  hostilities  than  to  have  on  mr 
conscience  the  sins  of  cowardice  and  neglect  of  duty. 

I  am  very  anxious  to  avoid  hurting  or  ofifending  anybody,  but  far  more  and  des- 
perately anxious  to  avoid  possibility  of  having  our  financial  machinery  break  or 
weaken  anywhere  in  the  time  of  heavy  strain,  just  ahead  of  us,  when  we  must  supply 
the  power  for  our  own  vast  and  fast  increasing  activities  and  de\'eIopment,  and  must 
do  a  gigantic  part  toward  canrying  all  the  nations  to  restoration. 

As  this  exhibit  for  the  national  banks  in  Kentucky  is  so  distinctly  favorable,  both 
positively  and  comparatively,  it  mav  throw  some  light  upon  the  motives  for  the 
ill-advised  criticism  directed  aeainst  this  office  by  certain  Kentucky  banking  official 
and  officers  of  State  banks.  It  seems  rather  unfortunate  that  these  State  officials 
should  be  adopting  the  tactics  to  which  some  of  them  seem  to  be  resorting. 

I  have  just  learned  that  at  a  recent  convention  of  State  supervisors  of  banking, 
held  at  Cleveland,  Ohio,  resolutions  disapprovine  the  administration  of  this  office 
were  adopted.  A  member  of  that  conference  tells  me  these  resolutions  were  sub- 
mitted toward  the  close  of  the  convention  by  a  committee,  and  were  inspired  or 
advocated  by  commissioners  from  States  in  which  the  proportion  of  State  bank  fail- 
ures to  national  banks  had  been  in  the  past  conspicuousljr  large,  and  that,  throuf^ 
that  committee's  influence,  the  resolutions  were  perfunctorily  passed. 

Mr.  G.  G.  Speer,  State  banking  commissioner  of  Kentucky,  seems  to  have  taken 
an  active  part  in  this  proceeding  and  delivered  a  speech  on  the  subject,  apparently 
authenticated  extracts  from  which  fill  much  of  the  space  of  one  of  the  Banking 
Journals  sent  me.  In  view  of  the  figures  of  State  bank  failures  in  Kentucky,  whose 
banks  are  now  under  Mr.  Speer 's  directing  guidance,  his  interest  in  tlie  matter  and 
yearning  to  bo  rid  of  the  Comptroller  of  the  Currency  may  be  explicable,  though  he 
will  naturailv  disclaim  responsibility  for  results  prior  to  his  recent  incumbency. 
However,  I  nave  no  special  interest  in  the  political  studies  of  the  8uper\'isor9  of 
State  banks  or  their  opinions  on  Government  adminiBtration,  or  on  my  conduct  and 
policies.  They  do  not  question  the  accuracy  of  the  figures,  which  appear  to  indi- 
cate that  the  supervision  of  national  banks  has  been  far  more  efficacious  than  that 
exercised  in  too  many  of  the  States. 

It  is  also  noted  that  Bank  Superintendent  Skinner,  of  New  York  joined  Commis- 
sioner Speer,  of  Kentucky,  in  criticizing  quite  earnestly  the  publication  of  the  com- 
parative figures  of  national  and  State  bank  failures.  His  sensitiveness  of  this  subject 
may  be  explained  by  reference  to  the  official  figures,  which  show  during  the  past 
20  years  only  17  failures  of  national  banks  in  New  York  State,  as  compared  with  159 
failures  of  banking  institutions  other  tlian  national  in  the  same  perioa  in  that  State. 
In  the  past  five  years  there  were  33  failures  of  banks  other  than  national  and  only  1 
failure  of  a  national  bank  in  New  York  State,  and  that  one  bank  was  subsequently 
restored  to  solvency. 

These  figures  are  specially  significant  when  we  consider  that  the  number  of  national 
banks  and  of  banks  other  than  national  in  New  York  are  very  nearly  the  same.  In 
fact,  in  5  of  the  past  11  years  the  national  banks  in  New  York  equaled  or  outnumbered 
the  State  banks  and  trust  companies.    The  record  shows  that  in  New  York  State 
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since  1900  there  have  been  about  ten  times  as  many  failures  of  banks  other  than 
national  as  there  have  been  of  national  banks  for  each  100  operated  banks.  In  the 
past  20  years  the  number  of  banks  other  than  national  in  operation  has  averaged 
about  10  per  cent  more  than  the  national  banks,  while  the  number  of  failures  of 
banks  other  than  national  has  been  nearly  ten  times  as  great  as  of  national  banks. 

The  number  of  banks  other  than  national  which  have  failed  in  New  York  in  the 
past  20  years,  since  1899,  159,  is  equal  to  nearly  40  per  cent  of  the  401  such  banks  in 
operation  in  1899.  The  number  of  national  banks  which  failed  in  the  same  time, 
17,  is  equal  to  about  5  per  cent  of  the  327  national  banks  in  operation  in  1899.  The 
increase  from  1899  to  1918  in  the  number  of  national  banks  in  operation  was  152,  or 
46  per  cent;  of  banks  other  than  national,  130,  or  32  per  cent. 

As  compared  with  an  annual  average  mortality  rate  of  2  per  cent  among  State 
bankinfi"  institutions  in  New  York  State  for  the  past  20  years,  I  ask  your  attention 
to  the  deeply  gratif>ing  fact  that  in  the  whole  United  States  in  1918  the  mortality 
rate  among  national  banks  was  only  one  seventy-seventh  of  1  per  cent,  or  one  hundrecl 
and  fifty  times  better  than  the  State  bank  average  for  the  last  20  years. 

It  is  quite  significant  that  the  Statas  whose  supervising  authorities  seem  most 
disposed  to  criticize  this  office  are  those  where  the  proportion  of  State  bank  failures 
has  been  greatest.  The  figures  show  conclusively  that  the  opposition  of  State  super- 
visors to  the  comptroller's  ofllce  can  not  be  based  upon  inefficiency  or  omission  to 
achieve  with  signal  success  the  results  aimed  at  by  the  comptroller's  office,  but  seems 
to  be  rather  the  result  of  irritation  on  their  part  that  a  comparison  so  exceedingly 
favorable  to  the  national  banks  should  be  ^ven  to  the  public. 

It  is  fair  to  add  that  Superintendent  Skinner  is  quoted  in  the  banker's  publication 
referred  to  as  frankly  admitting  to  the  convention  that  State  banks  in  some  States 
"have  either  been  without  adequate  supervision  or  that  such  supervision  is  of  a 
comparatively  recent  date. ' '        ^ 

The  important  point  is  that  in  some  States  the  State  supervision  is  splendidly 
efficient,  as  proved  by  results,  and  that  in  others  it  is  lamentably  inefficient,  as 
proved  by  results.  My  purpose  is  not  to  quarrel  with  anybody,  not  to  be  disturbed, 
or  even  annoyed,  bv  citizens  who,  for  any  reason,  resent  the  methods  of  this  office 
and  clamor  for  my  clec^pitation — ^it  is  to  do  my  part  toward  inciting  and  encouraging 
all  State  governments  to  put  their  banks  on  equality  with  the  soundest  and  safest 
in  the  States  best  administered  and  with  the  national  banks.  In  my  view  the  best 
way  to  bring  State  and  national  banking  syst^oos  into  harmonious  and  cordial  co- 
operation is  to  have  all  deserve  and  receive  an  equal  share  of  the  public  confidence, 
and  I  am  unable  to  see  how  any  cyther  policy  can  tend  to  prevent  jealousies  or  friction, 

In  conclusion  allow  me  to  quote  further  my  own  views  on  this  subject  as  contained 
in  a  letter  which  I  addressed  to  a  United  States  Senator  a  few  days  ago: 

"Neither  I  nor  any  part  of  this  department  has  the  slightest  purpose  to  cause 
injury  to  the  State  institutions,  and  to  the  contrary,  our  earnest  desire  is  to  do  what 
we  can  to  help  establish  their  usefulness  to  the  public  and  value  to  their  owners. 
Those  who,  by  any  means  or  for  any  purpose,  would  stir  ill-feeling  between  the 
national  and  State  banking  institutions  or  arouse  prejudice  against  or  distrust  of 
either  do  wrong  to  both  and  to  the  country. 

"My  own  view  is  that  all  our  efforts  should  be  directed  toward  making  and  keep- 
ing them  both  strong  and  in  cordial  cooperation  in  the  performance  of  the  huge 
financial  and  business  tasks  are  just  ahead  of  us.  The  faster  and  more  abundantly 
the  couutry  prospers  the  heavier  these  tasks  will  be.  The  more  nearly  we  can  make 
bank  failures  impossible,  and  therefore  unf eared,  the  smoother  and  faster  our  progress 
toward  true  prosperity  will  be.  Such  failures  anywhere  and  at  any  time  cause  more 
or  less  jarring  in  that  progress,  and  our  purpose  should  be  to  avoid  a  single  jar  or 
check,  if  it  is  possible.' 

Please  pardon  the  length  and  special  earnestness  of  this.  My  excuse  is  that  I 
feel  intensely  on  the  subject  and  am  most  eager  in  trviog  to  do  my  full  pait  to  make 
sure  that  when  the  wrench  and  strain  come  there  shall  be  no  defect  or  weak  spot, 
and  that  the  business  and  financial  men  of  the  country  shall  do  their  part  in  this 
huge  upheaval  as  strongly  and  successfully  as  our  fighting  men  did  theirs.  My  firm 
conviction  is  that  the  surest  way  to  make  the  splendid  body  of  State  banks  solid 
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md  nady  h  to  t](^t?ii  the  Isn  for  their  Miperyisaa  and  the  mIm  jummiua  of  tibe 
fatwi  wherever  the  ficta  and  figora  riiov  tif^teiii]^  to  be  needed. 
Faithfully,  youn, 

JoHsr  Sxzuos  Williams. 


Xatioxai.  Ba5?k  Sectio?^. 

UCAX  Baxkkrs"  AsSOCXATIOBr. 

Hon.  JoBN  Skeitox  Williams, 

ComptrolUr  of  Ike  Currenofj  WaAingUm^  D.  C, 

Mt  Dear  Mr.  Woliamb:  I  wish  it  were  poesible  to  convey  the  ki^  valize  I  pbce 
oo  the  conSd^Dce  and  fidelity  which  yon  repose  in  me  as  e^iienced  bv  you^  f^r- 
sonal  iett^fn  of  June  27  and  28,  ini: losing  copy  of  your  letter  to  ChaiinLan  ^'^n  of  the 
liouff  *  Han  -.ing  and  Currency  Committee  as  of  June  17. 

Ail  thr^  l<ftti:rs  have  been  r^ad  with  care,  and  it  se^ns  to  me  vour  aii^uicfnti 
are  unanawfrable.  May  I  not  particularly  applaud  parsgjaphs  wiJcli  tmLc^y  your 
sfiirit  in  the  rt>ndurt  of  your  high  office,  as  foUowB: 

** There  b^ing  something  wrong  evidently  and  the  whereabouts  of  the  fault  apprar- 
ing  to  be  rl'^ar,  1  see  no  way  toward  remedy  but  frank  and  fri  ndly  demonstraiicns 
of  the  conditions  as  they  are.  The  first  st^^  toward  cure  is  ciagrnosis.  The  doitcr 
who  iraV's  false  diagnoses,  or  Lid^ s  the  right  one,  tc  axoid  irating  (nen  irs  or  nid-ing 
8?nsi^  iliti  s  is  guilty,  morally,  of  murder.  1  would  rather  be  tne  target  for  severe 
criti  ism,  even  from  my  fri?nds,  and  incur  nany  hostilities  tLan  to  Lave  on  mj 
cons^  i  -nee  the  sins  of  cowardice  and  neglect  of  dut\'. 

"1  am  very  anxious  to  avoid  hurting  or  offending  anybody,  but  far  icixre,  and 
desperately,  anxious  to  avoid  po6siLilit>'  of  haxing  our  financial  iracLincry  brtak  cr 
weaken  anywhere  in  the  time  of  hra\->'  strain,  just  ahead  of  us,  when  we  must  supply 
the  power  for  our  own  vast  and  fast  increasing  acti\iti  s  and  aevelopmcnt,  and  must 
do  a  gigantic  part  toward  caiT>'in^  all  the  nations  to  restoration. 

''The  important  point  is  that  in  some  States  the  State  supcrxiaion  is  splenc'idly 
effirifUt,  as  proved  by  results,  and  that  in  others  it  is  lamentably  ineffiii'^nt,  u 
proved  by  results.  My  purpose  is  not  to  quarrel  with  anybody,  not  to  be  disturbed, 
or  even  annoyed,  by  eitisens  who  for  any  reason  resent  the  methods  of  tLis  ofiice 
and  clamor  for  my  decapitation —  it  is  to  do  my  part  toward  inciting  and  encourafii^ 
all  State  governments  to  put  their  tanks  on  equality  with  the  soundest  and  saftst 
in  the  States  best  administered  and  nith  the  national  tanlcs.  In  my  \iew  the  best 
way  to  bring  State  and  national  banking  sx'stens  into  harmonious  and  ccnial  ro- 
op<.*ration  is  to  have  all  deserve  and  receive  an  equal  share  of  the  public  confidence, 
and  1  am  unable  to  see  how  any  other  policy  can  tend  to  prevent  jealousies  or  trit  ti/O." 

It  is  a  gratification  to  announce  that  the  national  bank  see  lion,  Amerif  an  1  Dnkers' 
Asso<  iation,  hopes  in  a  few  days  to  open  a  branch  office  in  WasLington,  and  the  tint 
one  to  whom  1  shall  pay  my  respects  after  quarters  are  established  is  your  esteemed 
self. 

Please  accept  meanwhile  all  assurances  of  increasing  regard. 
Very  truly,  yours, 

Fred  W.  Hyde,  Secretary. 

I  respectfully  ask  that  the  attached  copy  of  my  letter  of  Septem- 
ber 19,  1919,  to  your  committee  be  printed  in  this  record  as  a  part  of 
this  statement: 

Treasury  Departhknt, 
Washington,  September  19,  1919, 

Dear  Mr.  Chairman:  The  record  shows  that  at  the  meeting  of  your  committee 
on  the  11th  instant  you  said: 

"Mr.  Williams,  before  you  begin  your  statement,  I  would  like  to  ask  you  if  yoa 
could  furnish  the  romncittee  with  a  (ist  of  aU  the  national  banks  that  have  gone  into 
voluntary  li^uilation  during  your  term  of  office  and  have  reorganized  under  the 
State  laws?*'  to  whi  h  I  repliad:  ^'Certainly." 

I  now  beg  leave  to  adxiae  you  that  the  list  to  which  you  referred  has  been  compiled 
and  shows  that  for  the  period  you  mentioned,  from  February  2,  1914,  until  Septomber 
16,  1919: 
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The  number  of  national  banks  which  went  into  liquidation  for  the 

purpose  of  orpfanizin^  as  State  banks  or  trust  companies  was 357 

With  aggregate  capital  of $44,482,500 

The  number  of  State  banks,  private  banks,  or  trust  companies  which 

were  converted  into  national  banks  was '. 417 

With  agsregate  capital  of $46,799,500 

There  were,  therefore,  60  more  State  banks  converting  into  national 
banks  than  there  were  national  banks  converting  into  State  banks  and 
trust  companies. 

In  addition  to  this,  the  records  show  that  the  number  of  primary  na- 
tional-bank organizations,   exlusive  of  State  banks,   converting  into 

national  banks  during  the  same  period  was 531 

Witb  a^rgreirate  capital  of $32, 615, 000 

Besides  the  948  conversions  of  State  banks  and  primar>'  organizations 
there  were  in  the  same  period  361  new  chiirtors  granted  to  banks  whose 
charters  were  expiring  and  decided  to  continue  under  national  charters, 
thus  making  the  total  national  charters  issued  for  this  period 1, 309 

In  my  letter  to  you  of  August  26,  1919,  I  said  (p.  23): 

**In  hi?  same  communication,  under  date  of  the  6th  instant,  Mr.  Hogan  distributed 
a  copy  of  a  letter  which  he  says  was  addressed  to  the  Comptroller  of  the  Currency  on 
July  10, 1916,  bv  an  official  of  a  small  State  bank  in  North  Dakota,  in  which  that  banker 
insinuates  or  charges  that  the  Comptroller  of  the  Currency  is  responsible  for  *the 
numerous  conversions  of  national  banks  into  State  banks  now  taking  place  thro'.ighout 
the  country,  which  must  result  in  a  further  weakening  of  the  Federal  reserve  system.*  * ' 

It  mav  possibly  interest  you  to  know  that  the  State  bank  referred  to  by  Mr.  Hogan 
was  the  Bank  of  VaUey  City,  Valley  City,  N.  Dak.,  and  that  under  date  of  August  19, 
1919,  that  very  bank  made  application  to  me  for  j)ermission  to  convert  into  a  national 
bank.    Apparently,  Mr.  Early  has  changed  his  mind. 

Mr.  Hogan*s  letter  in  which  he  disseminated  that  three-year-old  letter  of  Mr.  J.  J. 
Early,  president  of  the  Bank  of  Valley  City,  was  dated  August  6,  1919.  Mr.  Hogan's 
communication  was  given  to  me  by  one  of  the  Senators  on  the  mailing  list  from  which 
Hogan  was  addressing  reprints  of  maliciously  untrue  newspaper  articles  and  letters  in 
connection  with  the  "propaganda"  he  has  been  conducting. 

Under  date  of  August  19,  1919, 1  received  the  following  letter  from  the  North  Dakota 
banker  referred  to  by  Mr.  Hogan: 

Bank  op  Valley  City, 
Valley  City,  N.  Dak.,  August  19,  1919, 
Comptroller  of  the  Currency, 

Washimjton,  D.  C, 

Dear  Sir:  Our  directors  have  ]>assed  a  resolution  to  convert  this  bank  into  a  national 
bank,  the  title  to  be  "The  Valley  City  National  Bank.**  Please  make  reservation  of 
this  title  and  forward  to  ub  the  necessary  blanks  so  that  we  may  make  formal  applica- 
tion. 

Very  truly,  Jas.  J.  Early,  President. 

If  you  desire  the  full  list  of  the  names  of  the  357  national  banks  which  have  converted 
into  State  banks,  and  of  the  417  State  banks  which  have  converted  into  national 
banks,  and  other  new  national  banks  chartered,  531,  I  shall  be  pleased  to  send  it  to 
you  for  insertion  in  the  record.  H 

The  record  shows  that  the  movement  toward  the  nationalization  of  State  banks  and 
trust  comj^nies  is  proceeding  at  an  accelerated  speed.  i 

For  the  10  months  since  January  1, 1919,  there  have  been  about  seven  times  as  many 
new  charters  granted  for  new  national  banks  and  applications  for  increase  in  the 
capital  of  existing  banks  approved  as  there  were  in  the  same  period  reductions  of  capi- 
tal and  liquidations  (other  tnan  banks  consolidating  with  other  national  banks). 
Faithfully  yours, 

John  Skelton  Willlams. 
Hon.  Georoe  F.  McLean, 

United  States  SenaU. 
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of  this  bank  official),  in  connection  with  the  disappearance  of  some 
$35,000  of  notes,  and  in  the  issuance  of  an  order  by  a  Chicago  court 
for  the  arrest  of  another  member  of  the  same  group,  Lawrence  J. 
Cooper,  of  Waycross,  Ga.  (a  brother  of  this  locw  bank  official),  for 
'* conducting  a  confidence  game*'  and  fraud,  and  also  his  indict- 
ment by  a  Georgia  court  for  causing  the  * 'fraudulent  insolvency" 
of  a  State  bank  in  Georgia  with  which  he  was  connected.  A  suc- 
cession of  six  or  more  bank  failures  in  the  South  mark  the  trail  of 
members  of  that  group.  See  page  734  of  these  hearings  for  partial 
list. 

The  other  witness  who  has  takon  up  most  of  the  time  of  your  com- 
mittee is  an  attorney  for  the  Riggs  Bank.  I  have  proved  to  you 
that  his  testimony  has  been  a  repetition  of  untrue  statements,  wan- 
tonly false.  I  do  not  doubt  but  that  you  have  observed  how  he 
has  evinced  his  malice  in  his  every  utterance,  gesture,  tone,  and 
expre^ssion.  He  has  given  you  many  illustrations  of  his  reckless  dis- 
regard of  truth,  but  I  shall  only  remind  you  here  of  his  attempt 
to  deceive  your  committee  on  the  5th  instant  by  telling  you,  in  re- 
sponse to  questions  by  you  as  to  *' dummy '^  loans,  that  the  $26,000 
loan  referred  to,  made  by  the  bank  through  a  dummy  to  its  former 
cashier,  H.  H.  Flat  her,  was  made  in  that  manner  because  Mr.  Flather 
had  to  leave  Washington  to  be  with  his  wife  during  her  last  illness 
in  the  Adirondacks. 

To  use  Mr.  Hogan's  own  precise  language  in  referring  to  this  sub- 
ject and  Mr.  Flather,  he  says: 

He  had  a  relative  named  Nevius  here.  He  had  Mr.  Nevius — Mr.  Flather  took  up 
his  note,  turned  over  his  collateral  to  Mr.  NeWus,  and  had  Mr.  Neyiufl  make  a  note 
based  altoi^jether  on  Mr.  Flather's  collateral.  It  was  splendidly  mar^ned — the  loan 
splendidly  collaterallod,  with  plenty  of  margin,  so  if  any  quoetion  m]fi;ht  come  up  in 
his  abfltmee  it  could  be  handled  by  Mr.  Nevius,  and  Mr.  Nevius  could  do  anvtiiing 
he  wanted,  but  the  bank  loaned  the  money  on  the  face  of  the  collateral  which  belonged 
to  Mr.  F'lather.    That's  another  thing  that  characterizes  a  ** dummy  "  loan. 

Now,  gentlemen,  that  loan  which  Mi-.  Hogan  has  described  with 
such  particularity  was  made  August  22,  1911,  and  remained  in  the 
Riggs  Bank  for  about  three  years,  until  the  summer  of  1914,  when 
during  an  examination  by  this  office  it  was  taken  out  by  Flather. 
(See  page  594,  February  hearings.)  Inquiry  at  the  department  of 
health  snowed,  however,  that  Mrs.  Flather  had  died  on  July  20,  1907, 
more  than  four  years  b(?fore  the  loan  was  made!  The  record  shows 
that  besides  the  ^' dummy*'  loans,  H.  H.  Flather  had  been  borrowing 
continuously  in  his  own  name  large  sums  of  money  from  the  bank 
for  more  than  10  years  prior  to  1914.  (P.  598,  February  healings.) 
Mr.  Hogan's  story  and  attempted  excuse  is  thus  proven  to  have  been 
simply  a  reckless  and  disgraceful  invention. 

CHARACTEK  OF  .MEN  COMMENDING  COMPTUOLLER's  ADMINISTRATION. 

It  will  be  noted  that  those  who  so  strongly  commend  my  adminis- 
tration of  the  office  of  the  Comptroller  of  the  Currency  are  men  of 
the  very  highest  standing  in  the  banking  and  business  world.  Tliey 
include  the  Secretary  oi  the  Treasury,  Members  of  Congress,  gov- 
ernors of  States,  mayors  of  cities.  United  States  district  attomevs, 
both  directors  general  of  railroads,  commissioners  of  banking,  also 
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of  railroads,  the  members  of  the  Federal  advisory  council  of  the 
reserve  banks,  directors  of  Federal  reserve  banks,  former  presidents 
of  the  American  Bankers^  Association,  and  the  chief  executives  of 
the  leading  and  largest  banks  in  such  representative  cities  as  Balti- 
more, St.  Louis,  Kansas  City,  and  San  Francisco,  as  well  as  presi- 
dents of  the  smaller  banks. 

These  letters  have  all  come  to  me  voluntarily  and  unsolicited. 

The  complete  falsity  of  the  statement  made  by  Mr.  Hoo:an  before 
your  committee  on  July  9  that  every  point  of  contention  before  the 
court  had  been  decided  in  favor  of  the  Ris:2^>  Bank  has  been  com- 


pletely established  by  this  record,  as  especially  ^et  forth  in  my  letter 
to  your  committee  of  August  12.  On  September  5  Mr.  Hogan  sou^t 
further  to  mislead  your  committee  by  his  declaration  that — 

Neither  Jud^e  McCoy  nor  anyone  elae  ever  entered  an  interlocutory  decree  in  thil 
caae;  there  was  no  intorlocutory  decree;  there  is  no  record  of  any  interlocutory  decree. 

The  records  of  the  court  contain  the  decision  rendered  by  Justice 
McCoy  on  May  21,  1915,  which  has  been  referred  to  in  thesehearings 
as  the  *' interlocutory  decision,'*  and  it  was  in  that  decision  that  the 
court  said,  in  most  emphatic  and  unequivocal  language,  that  *'  *  *  * 
I  do  not  see  how  anyoody  can  fail  reasonably  to  reach  that  conclu- 
sion'' (that  if  there  was  a  manifestation  of  malice,  it  was  on  the  part 
of  the  Riggs  Bank),  '^and  that  if  there  was  bad  blood — I  do  not 
know  as  to  that — if  there  is  anything  between  the  parties,  there  is 
nothing  here  to  show  that  the  two  defendants"  (the  Secretary  of  the 
Treasury  and  the  Comptroller  of  the  Currency)  **were  the  a^ressois 
in  the  matter." 

A  year  later,  on  May  31,  1916,  the  court  handed  down  its  final  de- 
cision, which  has  been  printed  in  this  record  and  which  was  over- 
whelmingly against  the  bank.  In  that  final  decision  the  coxut  again 
emphasized  the  fact  that — 

The  aflilavits  submitted  by  the  defendants  on  the  motion  for  preliminar\'  relief 
completely  met  and  overcame  the  charges  of  malice  and  bad  faith  on  the  part  of  the 
Secretiry  of  the  Treasury  and  the  Comptroller  of  the  Currency.     »    ♦    ♦ 

Mr.  Hogan's  glib  readiness  in  denying  established  facts  does  not 
change  them. 

In  nis  testimony  in  this  connection  there  is  additional  evidence  of 
his  malice  and  his  unscrupulous  disregard  of  truth. 

In  discussing  this  subject  on  pages  648  and  649  of  these  hearings, 
Mr.  Untermyer  says: 

In  my  judgmont  Mr.  Ho^n  wholly  misapprehends  the  scope  of  the  proceeding 
before  Judj»e  McCoy  and  the  basis  of  his  decision.  There  were  days  of  argument 
before  Judpe  McCoy  upon  the  facts,  and  his  decision  was  a  complete  vindication  and 
victory  for  the  Treasury  officials,  so  far  as  concerned  the  charges  made  against  them 
for  conppiracy  and  wTorgdoirg.    ♦    ♦    ♦ 

Mr.  Flogan  was  also,  I  think,  inaccurate  in  his  statement  that  the  preliminary  appli- 
cation was  not  decided  by  Judge  McCoy  for  more  than  one  year  after  it  was  submitted. 
In  point  of  fact,  in  its  essential  features,  it  was  decided  at  the  close  of  the  argumeit  in 
an  oral  opinion,  which  was  later  supplemented  by  the  lengthy  opinion  that  is  in  tho 
record.  The  conspiracy  charge  was  exploited  and  ans'wered  at  great  length  upon  th« 
argument  and  in  the  lengthy  affidavits  and  exhibits  that  were  submitted,  and  tbt 
judge  then  held  that  the  action  of  the  Treasury  officii b  was  not  malicious  or  the  result 
of  a  conspiracy,  as  had  been  charged;  that  the  malice,  if  any,  was  rather  the  otbn 
way;  and  that  tho  officials  would  have  been  derelict  in  their  duty  if  they  bad  don« 
otherwise  than  they  did. 
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Mr.  Ho^an  has  bitterly  criticized  my  action  in  requiring  the  Riggs 
National  Bank  to  inform  me  as  to  loans  the  bank  had  made  through 
a  certain  period  of  years  to  Secretaries  of  the  Treasury,  Assistant 
Secretaries  of  the  Treasury,  Comptrollers  of  the  Currency,  national 
bank  examiners,  and  to  members  of  the  families  of  those  ofticers.  He 
then  charges  me  with  inconsistency,  claiming  that  two  banking  firms 
in  which  certain  of  my  brothers  are  interested  had  loans  with  a 
national  bank  in  the  District  and  with  a  trust  company  in  this  city, 
although  he  adds,  '^I  have  no  doubt  thev  are  properly  collateraled." 

Let  me  state  that  since  I  came  to  Washington  more  than  six  years 
ago  to  accept  the  office  of  First  Assistant  Secretary  of  the  Treasury, 
neither  I  nor  any  member  of  my  immediate  family,  my  wife  or  my 
children,  have  ever  borrowed  one  dollar  from  any  national  bank  in 
the  city  of  Washington  or  elsewhere.  Furthermore,  I  will  state  that, 
although  I  think  it  will  be  conceded  that  it  would  have  been  perfectly 

I)roper  for  me  if  I  had  had  occasion  to  do  so  to  make  properly  secured 
oans  with  State  banks  or  trust  companies,  not  members  of  the 
Federal  reserve  system,  yet  I  haye  been  so  scrupulously  careful  that 
I  have  never  at  any  time  since  I  became  ojfficially  connected  with  the 
Government  borrowed  a  dollar  from  any  State  bank  or  trust  company 
in  Washington  or  anywhere  else. 

It  is  true  that  the  old  established  banking  firms  in  which  some  of 
my  brothers  are  partners,  to  which  Mr.  JHogan  refers,  have  had 
deposit  accounts  and  business  relations  with  many  banks,  including 
among  others  the  two  institutions  in  Washington  to  which  he  has 
referred.  On  pages  255-257  of  these  hearings,  are  proofs  that  their 
loans  were  not  only  abundantly  secured,  but  that  they  had  a  par- 
ticularly wide  margin. 

In  view  of  the  slighting  manner  in  which  Mr.  Hogan  has  referred 
to  the  banking  firm  in  Richmond,  Va.,  of  which  I  had  at  one  time 
the  honor  of  being  a  member,  I  will  take  advantage  of  this  oppor- 
tunity to  state  that  its  history  shows  that  that  banking  house,  for 
constructive  and  useful  work  and  honorable  dealing  has  a  record 
for  which  its  members  may  be  justly  proud.  It  was  certainly  not 
pecimiary  gain  that  I  came  to  Washington  to  perform  public  service 
and  gave  up  membership  in  a  banking  house  whose  net  profits,  as  I 
recall,  for  one  5-year  period,  some  little  time  preceding  my  retire- 
ment from  it,  had  averaged  each  year  for  that  period  about  100  times 
as  much  as  my  annual  salary  as  Assistant  Secretary  of  the  Treas- 
ury, and  I  believe  largely  exceeded  the  net  earnings  of  any  national 
bank  or  State  bank  or  trust  company  in  the  entire  South. 

As  to  the  propriety  of  the  mcjuiry  which  I  made  of  the  Riggs  Na- 
tional bank  as  to  the  loans  which  it  had  been  making  to  Treasury 
officials  under  whose  supervision  the  bank  was  operating  and  to  ex- 
aminers by  whom  it  was  being  examined,  that  has  been  passed  upon 
by  the  Supreme  Court  of  the  District  in  its  decision  rendered  May  31, 
1916.     On  this  point  the  court  said: 

There  was  a  demand  for  information  in  regard  to  loans  made  by  the  plaintiff,  directly 
or  indirectly  to  Secretaries  of  the  Treasury  and  Assistant  Secretaries  of  the  Treasury 
of  the  linited  States,  to  Comptrollers  of  the  I'^urrenoy,  to  national-bank  examiners, 
and  to  employees  of  the  comptroller's  office.  The  demand  certainly  can  not  be 
considered  an  improper  one,  especially  if  any  officers  of  the  bank  have  been  officers 
sine  its  oiKanization,  to  which  time  reference  is  made  in  the  demand,  and  the  facts 
in  that  regard  should  be  fully  stated. 
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The  sworn  replies  of  the  Higgs  National  Bank  to  my  interroga- 
tories on  this  suDJect  disclosed  tne  fact  that  the  bank  had  been  mak- 
ing loans  continuously  to  Treasury  officials  who  had  directly  or  in- 
directly been  charged  with  the  supervision  of  national  banks,  includ- 
ing a  former  Comptroller  of  the  Currency  (to  whom  loans  were  made 
during  the  greater  part  of  his  incumbency  as  comptroller)  and  to  the 
national  bank  examiners  themselves;  that  in  the  10-year  period  prior 
to  my  appointment  as  comptroller,  of  the  11  Assistant  Secretaries 
of  the  Treasury  who  had  supervision  of  fiscal  bureaus,  including  the 
office  of  Comptroller  of  the  Currency,  8  had  been  borrowers  at  one 
time  or  another  from  the  Riggs  Bank,  and  5  of  them  had  been  bor- 
rowing money  from  the  bank  during  the  period  that  they  were  ac- 
tively in  office.  The  committee  may  form  their  own  conclusions  as 
to  the  tendency  and  propriety  of  such  transactions. 

In  regard  to  loans  made  bv  the  bank  to  its  own  officers  and  their 
families,  if  Mr.  Hogan  is  unable  to  distinguish  the  difference  between 
a  national  bank  maldng  ''dummy"  or  other  loans  to  its  president,  its 
vice  president,  and  its  cashier  and  to  the  wives  and  children  of  these 
officers  (the  Riggs  Bank  had  been  lending  to  its  president  and  to  the 
son  of  its  president  and  to  the  wife  of  its  president,  to  its  vice  presi- 
dents and  their  children,  as  well  as  to  other  members  of  their  families, 
in  some  cases  for  very  large  sums)  and  a  loan  made  hj  a  national 
bank  to  a  business  house,  some  of  the  partners  of  which  may  be 
brothers  of  the  Comptroller  of  the  Currency,  but  in  which  firm  the 
Comptroller  of  the  Currency  has  never  had,  since  he  has  been  comp- 
troller, any  financial  interest,  it  will  be  hopeless  to  attempt  to  instruct 
him. 

In  his  statement  before  your  committee  on  September  5  Mr.  Hc^an 
said: 

The  biggeBt  Government  depositH,  eliminatin^r  the  wat  deposits,  that  national 
bankfl  have  had  here  are  the  iHthmian  Canal  Commission  and  the Tlulippiue  acfountg» 
which  were  kept  in  1914,  1915,  1916,  and,  as  far  as  1  know,  now  are  kept  in  the  Com- 
mercial National  Bank,  i)iit  which  were  not  put  into  the  calculation  as  (Toveminent 
WTOunts,  although  they  are  absolutely  Government  accounts  to  rtucli  an  extent 
that  the  law  provides  that  reserves  need  not  be  kept  against  Panama  Canal  accounts 
any  more  than  any  other  Government  fundn.  Here  is  what  the  record  shows:  In 
December,  1916,  it  shows  that  the  Commercial  National  Bank  ha<l  in  the«»  (fovern- 
ment  deposits,  including  Panama  Canal  and  otlier  (government  depowt.M,  $2,080,000. 
All  tlie  other  13  national  banks  in  the  Diftricf  had  $1,085,000.  The  averajje  of  tlie 
13  national  banks  ol  the  Districts  was  $83,400  (Jovernment  depoaits  a^^ainst  the  Com- 
mercial Bank  of  $.i,0»S0,000,  and  at  that  time  the  <'ommercial  Bank's  restmnes  were 
$10,220,000  and  the  other  national  banks'  resources  were  $61,099,000.  so  that  the 
other  banks— the  total  of  the  (iovernment  deposits  in  the  other  13  banks  in  this  city 
was  IJ  jK^r  cent  of  their  resources,  whereas  the  Ciovernment  deposits  in  the  Commcr<*ial 
National  Bank  at  that  time  w^-re  20  ])er  cent  of  its  resources.  That's  what  staliiitics 
show. 

In  making  these  statements^  gentlemen,  Mr.  H(^an  has  again  at^ 
tempted  to  ueceive  and  mislead  yom"  committee.  Tne  official  records 
prove  the  falsity  of  his  statements  and  figures.  The  Treasmy  record 
shows  that  the  13  other  national  banks  of  Washington  held  of  public 
deposits  on  December  27,  1916  (the  date  of  the  December,  1916,  call) 
$1,462,000,  including  Panama  Canal  and  call  Government  deposits, 
not  $1,085,000  as  stated  by  Mr.  Hogan.  On  the  same  date  the  total 
amount  of  Government  deposits  held  bv  the  Commercial  National 
Bank  at  Washington  was  $783,000,  whicn  is  quite  different  from  the 
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figures  mentioned  by  Mr.  Hogan — $2,080,000.  In  addition  to  the 
$783,000  held  by  the  Commercial  National  Bank  at  its  main  office  in 
Washington,  the  Commercial  National  Bank  also  had  on  the  date 
named  on  deposit  in  its  two  branches  in  Panama  the  sum  of  $832,000. 
These  deposits  in  the  branches  in  Panama  were  in  no  way  competitive 
deposits  which  could  have  been  divided  with  other  Washington  banks, 
as  they  were  needed  for  business  on  the  Isthmus  and  for  meeting  the 
pay  rolls  of  the  Isthmian  Canal  Commission  and  the  Panama  Rail- 
road, employing  at  that  time  more  than  25,000  men;  but  even  if  we 
should  include  the  canal  funds  carried  with  the  Panama  branches 
with  the  deposits  of  the  home  office,  the  total  amount  would  only 
aggregate  $1,615,000.      ' 

Xir.  Hogan^s  statement  that  the  total  of  the  Grovemment  deposits 
in  the  other  13  national  banks  in  this  city  were  ''IJ  per  cenf  of  the 
resources,  whereas  the  Government  deposits  in  the  Commercial 
National  Bank  at  that  time  were  ''20  per  cent"  of  its  resources,  is 
simply  false,  characteristic  of  Mr.  Hogan's  whole  testimony. 

Omitting  the  deposits  >\'ith  the  Panama  branches  which  were  in  no 
way  competitive  with  the  Washington  banks,  the  percentages  of  Gov- 
ernment deposits  of  all  kinds  with  the  Commercial  National  Bank 
amount  to  7.7  per  cent  of  its  resources.  Another  large  national  bank 
in  the  district  at  that  same  time  held  Government  deposits  amounting 
to  6.9  per  cent  of  its  resources,  while  the  deposits  oi  a  third  nationd 
bank  in  the  district  at  that  time  amounted  to  8.5  per  cent  of  its  re- 
sources, a  larger  percentage  than  the  Commercial  in  Washington.  If 
we  should  include  the  deposits  of  the  Panama  branch,  which  it  would 
be  unfair  to  do  in  view  oi  the  fact  that  no  other  local  bank  could  have 
participated  in  any  event  in  those  deposits,  the  proportion  of  Gov- 
ernment deposits  in  Washington  and  Panama  combined  to  the  Com- 
mercial Bank's  total  resources  would  be  12.9  per  cent.  The  record 
shows  that  Mr.  Hogan's  figures  as  to  the  deficiency  in  reserve  of  the 
Commercial  National  Bank  was  also  false. 

It  may  not  be  out  of  place  to  mention  in  this  connection  that  the 
foreign  banking  corporation  to  which  the  Commercial  National  Bank 
sold  its  Panama  branches  (since  1916)  now  has  in  its  Panama 
branches  Government  deposits  very  largely  in  excess  of  $2,000,000, 
or  more  than  twice  as  much  as  were  carried  by  the  Commercial's 
Panama  branches  at  the  time  to  which  Mr.  Hogan  refers. 

When  before  this  honorable  committee  on  September  5  Mr.  Hogan 
again  attempted  to  explain  the  accounts  referred  to  in  these  hear- 
ings as  the  ''Glover  &  Flather''  and  ''Flather  &  Flather"  accounts 
as  being  accounts  to  which  commissions  on  the  bank^s  irregular  pur- 
chases and  sales  of  bonds  and  stocks,  and  brokerages  arising  from 
real  estate  transactions,  were  credited,  Mr.  Hogan  said: 

Thoec  were  simply,  so  far  as  the  Rigjrs  Bank  was  concerned,  depositary  account » 
that  mi&ht  have  been  with  Jones  &  Smith  or.  if  I  may  borrow  the  name  ^-ith  Mr. 
T.  II.  Newl>erry  or  anv'one  else.  It  simply,  as  far  a^  the  bunk  was  concerned — the 
money  deposited  by  Glover  &  Flather  or  Flathcr  &  Flather,  and  it  was  where  the 
officers  kept  in  the  h>ajik  the  commissions  that  were  ultimately  turned  over  to  the  bank 
by  the  officers.    That's  all  they  were. 

So  much  for  Mr.  Hogan^s  explanation  of  that  account  on  Septem- 
ber 5,  19  Hi,  and  T  ask  your  attention  to  President  C.  C.  Glover's  expla- 
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nMtioin  ^4  xbes^  «ame  ftccounls  as  gircn  lo  the  iiaUf^4iAl-bazJk  exio- 
infT  when  Mr.  GI-»Ter  was  tesufring  under  oath  on  Jaonaiy  ^  1915. 
ExamirKT  Smith  a^kin;^  Mr.  Gl  >Ter  in  regmrd  to  these  'GIotc  & 
Flatbicr  aad  Flather  &  Flather  aco^unts  said: 


To  which  Mr.  Grovcr  replied:  "Absolutely  no."  Mr.  GIotq-  tian 
added: 

Miiriv  of  tlK  directofs  b»d  no  kn^vkdze  viaierer  of  the  ckazacter  of  tis  *:• 

Xs  an  example  of  Mr.  Glover's  contradictorr  statements  I  ask 
now  your  attention  to  the  fjllowinff  extract  from  a  letter  which  ht 
jointly  with  Messrs.  W.  J.  and  H.  H.  Flather  addressed  to  the  direc- 
t/»rs  of  the  Riggs  National  Bank  on  June  18.  1914.  In  referring  to 
his  explanation  of  the  Glover  &  Flather  and  Flather  i  Flatter 
accounts.  Mr.  Gliver,  in  that  letter,  said  to  his  directors: 

Th**«r  farte  are  ea/i-fa  and  all  doubticse  perfectly  well  known  to  yen.     ♦    »    » 

On  page  306  of  these  hearings  Mr.  Jesse  Adkins.  former  Assistant 
Uniteo  States  Attomev  General,  who  was  of  counsel  in  the  Riggs 
equity  case,  explained  briefly  and  in  the  following  language  the 
character  of  the  Glover  &  Flather  and  Flather  &  Flather  accounts: 

It  wai?  brought  ab<"iut  by  trans?ctioTS  which,  at  the  time  it  was  oreanized,  wfre 
dfM'iarM  ill^ifil  or  ultra  x-ir^^  a5  x*j  ik  cuidonal  bank.  Thev  were  trAnanciiGPS  whi«  h  i 
national  bank  a*  a  national  biiik,  ."«juld  not  leg^ally  do.  Let  me  give  you  the  histoiy 
of  thit  a'C'iunt.  Th^*  af<:ouni?  w»-r^  carried  on  in  all  i?^^rt-r  o\  ways  f .r  a  p^^ricd  <{  IS 
yf-AT*.  Th*  rnonr-y  alwjy*  ot  back  to  the  bank.  Th^sc*  offi^  ers  ^-aid:  "If  vnu  a*k  uj, 
w^f  say  w<*  have  a  legal  right  to  the  money,  but  we  *«iy  we  do  not  propose*  to  uike  it. 
The  bank  i.^  goinjr  to  {jet  it : "  and  the  bank  always  did  cet  it.  They  were  in  a  quandrr 
th'Te.  If  th'fy  said  that  the  money  was  the  money  of  the  bank.' then  it  meant  thi 
the  bank  throuj:h'»ut  it**  exi-^tenre  hid  been  N-iolaiing  the  law.  and  they  admitted  that 
it  violat^fd  the  law.  If  they  said  thit  it  wa?  their  monny.  the  money  of  Flather  4 
Flather.  af«d  thf»v  p»-»p i»*d  to  keep  i».  th«n  they  had  this  situation:  'They  madt*  far 
mor.r  than  *»,(.(/0.  Here  wae  moiu.y  that  was  made  by  the  officers  of  the  bank  in 
banking  Irmrs  by  the  u^e  of  the  bank  funda.  bank  brx)ks,  and  bank  clerks  without* 
dollar  of  exp<'n.se  to  themselves.    There  was  on  hand  at  that  time  about  $50,000. 

If  t.h'*v  said.  "This  is  ours  and  we  are  going  to  ke<»p  it  ourselves,"  that  was  not  % 
very  ww*'  pjfition  to  take. 

Kf-nat/ir  (jronna.  Do  you  mean  to  say  that  it  iLsed  the  bank*s  funds  in  that  way? 

Mr.  Adkiss.  They  would  use  the  bank's  credit  in  buying  stocks  that  thov  boi^ht 

Sf'nator  (Irons a.  But  you  ju**!  stated  that  they  were  using  the  bankV  funds. 

Mr.  Ar)KiNH.  Yes  sir;  thoy  were  using  the  bank's  funds;  and  if  they  did  not  have 
enough  tnonoy  to  tho  crMit^ 

Mr.  (.'iiAiKMAN.  Are  you  quoting  now  from  the  afl[ida\'it? 

Mr.  AiiKiNH.  Yes,  sir;  I  am  telling  you  the  substance  of  the  affidavits. 

.Vs  former  Examiner  Reeves  has  been  so  frequently  quoted  by 
Mr.  Hogan  in  justification  of  the  irregular  Glover  &  Flather  and 
Flathor  &  Flatner  accounts  and  the  brokerage  business  transacted 
through  those  accounts,  I  think  it  proper  to  include  the  following 
statement,  taken  from  the  regular  report  of  that  bank  examiner, 
Owen  T.  Reeves,  date,  May  31,  1910: 

Ah  many  limes  stated  by  this  examiner,  the  system  of  keeping  the  books  and 
accounts,  especially  the  method  of  handling  the  collateral  loans,  ia  <3d-{afihioned  and 
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sloppy.  For  a  lari^e  and  flourishing  bank  it  la^^ks  all  the  features  of  system  employed 
in  well-managed  city  banks.  As  previously  reported,  the  officers  of  this  bank  d:o  a 
commission  and  brokerage  business.  President  Glover  and  Vice  President  Flather 
are  members  of  the  local  sto<*k  exchange.  Commissions  received  on  purchase  or  sale 
of  securities  for  customers  is  deposited  to  account  "(•.  C.  Glover  &  w.  J.  Flather/* 
which  at  this  time  shows  credit  balance  of  $87.68.    ("ommissious  obtained  through  the 

? lacing  and  collection  of  real-estate  loans  is  credited  deposit  account  **  W  J.  &  H.  H. 
lather,"  which  at  this  time  shows  credit  balance  of  $663  17.  At  intervals  these 
officials  make  the  bank  a  present  of  these  earnings,  or  invest  it  by  purchasing  real- 
estate  notes.  I  have  reported  this  practice  in  reports  of  my  examinations  more  as  a 
matter  of  record  as  I  have  been  tola  the  matter  was  taken  iip  and  thrashed  out  with 
the  comptroller  several  years  before  I  arrived  on  the  scene,  and  criti<*ism  in  this  regard 
ceased. 

This  extract  from  the  report  of  Examiner  Reeves,  who  has  been  so 
frequently  appealed  to  by  the  Riggs  attorney,  brings  out  two  special 
points:  first,  that  the  funds  accumulated  in  these  two  accounts  were 
used  for  '*  purchasing  real  estate  notes/ ^  which  the  bank  itself  could 
not  legally  invest  in,  and,  second,  the  examiner  refers  to  the  method 
in  vogue  as  merelv  one  in  which  he  had  acquiesced  after  having  '*been 
told'  that  it  has  been  thrashed  out  with  the  comptroller  several  years 
before  he  arrived  on  the  scene  and  that  thereafter,  as  to  these  irregular 
transactions,  in  the  language  of  Examiner  Reeves,  ''criticism  in  this 
regard  ceased." 

In  the  following  report,  November  28,  1910,  by  the  same  examiner, 
Owen  T.  Reeves,  the  examiner  made  this  statement  as  to  these  trans- 
actions: 

A  commission  and  brokerage  business  is  <'arried  on  by  President  Glover  and  Vice 
President  Flather,  who  are  members  of  the  local  stock  exchange,  and  commissions  are 
credite<i  to  deposit  account  "G.  C.  Glover  and  W.  J.  Flather.*'  Commissions  received 
through  the  placing  and  collection  of  real  estate  loans  is  credited  to  deposit  account 
'  *  W.  J.  and  H.  H.  Flather."  At  intervals  the  balances  in  both  the  accounts  are  wiped 
out  by  investments  in  real  estate  notes,  which,  I  understand,  are  regarded  as  property 
of  the  bank  not  shown  by  the  books  (previously  reported). 

Mr.  Hogan  took  pains  to  enlarge  upon  the  fact  that  President  Lin- 
coln at  one  time  kept  an  account  with  the  old  banking  firm  of  Riggs 
&  Co.,  but  he  omitted  to  state  that  that  was  before  any  of  the  present 
officers  were  connected  with  the  bank,  and  is  it  not  fair  to  assume  that 
if  the  martyred  President  should  have  been  alive  in  1915  he  would 
have  been  moved  by  the  same  considerations  which  impelled  Justice 
McCoy,  of  the  Supreme  Court,  to  declare  in  his  opinion: 

It  seems  to  me,  on  the  record  that  is  here  before  me  now,  that  the  Government 
officials  would  have  been  remiss  if  they  had  consented  to  permit  the  (Riggs)  bank  to 
act  as  agent  for  a  new  applicant  bank',  because  ♦  ♦  ♦  there  is  evidence  here  of 
peraistent  violations  of  the  law,  and  that  they  began  not  with  Mr.  Williams*B  incum- 
bency of  the  office,  *  *  *  but  they  began  before  he  came  there,  and  there  is 
evidence  that  they  are  continuing  until  this  day. 

Mr.  Hogan,  taking  as  his  text  an  obvious  typographical  error  made 
on  page  687  of  these  hearings,  consumes  five  tvpewntten  pages  of  the 
stenographic  report  in  a  malicious  and  wholly  unwarranted  attack. 
I  ask  permiss-ion  to  insert  into  this  record  here  the  following  extract 
from  my  letter  of  September  15  to  the  chairman  of  this  committee 
explaining  fully  and  completely  the  incident  which  Mr.  Hogan  so 
distorts  and  misstates.     In  that  letter  I  said: 

1  respectfulljr  call  your  attention  to  the  fact  that  this  printer's  proof  which  I  have 
now  corrected  is  the  first  that  I  have  corrected  during  the  entire  hearings.    There 
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have  been  a  number  of  inaccuracies  in  the  printed  reporta  which  have  been  fumi^ht^ 
me,  but  1  understood  from  the  8ecrotar>'  of  the  committee,  Mr.  Sault.  in  July,  that 
only  a  very  limited  number  of  the  reporta  in  detached  parts  were  being  printed 
and,  that  there  might  l)e  an  opportunity  to  make  corrections  before  the  testimooy 
should  be  put  together  in  permanent  form,  and  I  have  assumed  that  I  would  havt^ 
opportunity  to  call  attention  to  obvious  tvpographical  or  stenographic  errors  and 
omissions  before  this  was  done.  Some  of  tne  errors  have  been  so  patent  that  I  did 
not  think  it  worth  while  to  take  up  the  time  of  the  committee  by  calliiig  their  attention 
to  it;  but,  as  Mr.  Uogan  has  seen  fit  to  seize  upon  a  mistake  of  the  stenoerapher  to 
indulge  in  a  bitter  criticism  which  was  utterly  unwarranted  by  the  facts.  1  now  isk 
formally  if  I  shall  have  the  privilege  of  having  the  testimony,  so  far  as  |d ven  by  mx-self. 
corrected  where  mistakes  have  been  made  by  the  stenographer  or  printer? 

In  his  testimonv  before  yoiur  committi^e  on  the  4th  instant.  Mr.  Uogan  claimed  thit 
the  stenographer  had  made  certain  mistakes,  and  in  that  connection  said: 

"Mr.  Cnairman,  may  1  first  say  that  evidently,  through  one'of  thoee  stenograpbir 
mistakes  which  all  reporters,  even  the  best,  make,  the  word  'my'  seems  to  be  wwd. 
acconling  to  Mr.  Williams's  quotation  from  the  proceedings  here  day  before  yesterday. 
I  did  not  ask  that  these  documents  be  submitted  to  me  for  my  use.  The  word  I  used 
was — submit  the  dociunents  to  the  comihittee  for  *its*  use.'*' 

But  he  undertook  later  on  to  make  another  mistake  of  the  stenc^rapher  the  bsw. 
as  I  have  stated,  of  malicious  criticism  of  me. 

On  page  H86  of  the  hearinra^  after  presenting  testimony  ^ven  by  Henry  H.  Flather. 
cashier  of  the  bank,  before  national  Bank  Examiner  Smith  in  regard  to  the  ^2i\^ 
"dummy"  loan  which  Flather  was  carrying  in  the  name  of  B.  L.  Nevius,  jr.,  undtf 
date  of  August  22,  19111  said: 

"I  will  say  that  Mr.  U.  U.  Flather,  in  addition  to  those  indirect  loans,  was  bonowinic 
lar^  sums  consistently,  steadily,  right  along  from  the  bank  on  various  highly  specu- 
lative securities.  He  was  cashier  of  the  bank  meanwhile,  and  had  a  pri\*ate  «inr 
right  at  his  desk  connecting  with  the  stock  brokerage  office.*' 

Senator  CfR()NN.\  asked:  "WTiat  was  that  collateral?" 

I  replied:  "That  has  been  referred  to,  I  think,  once  or  twice.  I  think  it  was,  Mr. 
(Chairman,  Mr.  H.  U.  Flather's  loan,  where  five  or  six  stocks  were  read  out.  eomeot 
them  selling  as  low  as  I  cent  on  the  dollar,  others  at  1 }  cents  on  the  dollar,  others  at 
9  cents  on  the  dollar,  and  others  as  high  as  18.  But  they  were  verj'  spei'ulative  stocks. 
I  think  I  recall  among  them  Rock  Island  preferred  and  common,  Missouri  Paci6r. 
and  other  things.     I  think  the  record  shows  the  list." 

Senator  Gronna  asked:   "Were  they  put  up  at  par  or  put  up  at  their  actual  \-alue?" 

The  re<!ord,  as  it  stands,  reads  thus: 

"Mr.  WiLU.\Ms.  The  stoi-ks  that  sold  at  1  were  put  up  at  par." 

That  rt^cord,  Mr.  < 'hairman,  is  an  obvious  and  patent  mistake  of  the  stenographer, 
and  1  am  not  willing  to  believe  that  Mr.  Hogau  himself,  when  he  garblecl  and  criticized 
it  as  he  did,  believed  that  I  had  been  correctly  quoted  by  the  stenographer.  If  hi* 
did,  he  has  less  intelligence  than  I  supposed.  Senator  Gronna's  commendable  pur- 
pose in  asking  hin  ({uestion  was,  I  of  course  assume,  to  make  the  record  perfectly  clear 
on  that  (>oint,  so  that  no  one  could  pretend  to  8up]>ose  that  I  had  suggested  that  an\ 
bank  in  the  United  States  was  loaning  at  par,  or  at  100  cents  on  the  dollar,  on  a  stock 
that  was  selling  at  I  cent  on  the  dollar.  To  make  such  a  loan  is  something  that  would 
only  be  done  by  an  insane  person,  for  any  banker  with  normal  intelligence,  even 
though  he  shoufd  have  criminal  instincts,  would  forbear  to  make  such  transactions 
which  would  subject  him  not  only  to  the  severest  censure  and  liability,  but  would 
raise  a  ({uestion  as  to  his  sanity.  The  par  value  of  the  950  shares  of  Rock  Island. 
Missouri  Pacific,  St.  Louis  &  San  Francisco,  and  Inter-Continental  Rubber  stock  ou 
('ashier  Flather's  loan  was  $95,000;  their  market  value  only  $5,525.  At  this  poini 
1  direct  your  attention  to  my  letter  addressed  to  the  president  of  the  Riggs  Bank  on 
July  22,  1914,  in  which  I  pointed  out  that  the  bonds  and  stocks  on  Cashier  Flather  s 
loan  were  barely  sufficient  to  cover  the  loan,  leaving  practically  no  margin  whatso- 
ever to  protect  the  bank.     I  said  in  that  letter: 

In  speaking  of  the  loans  made  to  the  cashier  of  your  bank,  aggregating  $63,500.  >•« 
declare  that  the«e  loans  "wen*  secured  by  high-class,  marketable  local  and  out-of-tiwn 
sto<!ks  and  bonds,  having  a  market  value  of  $70,000,"  although  at  to-day's  prices  they 
barely  cover  the  loan.  Among  the  "high-class,  marketable  local  and  out-of-to^iTi 
stock  and  bonds."  I  note  the  following: 
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200  ahares  St.  Louis  &  San  Francieco  preferred  artock 4 

100  ahares  Rock  Island  Railroad  preferred  stock H 

100  ahares  Rock  Island  Railroad  common  stock 1 

200  shares  Missouri  Pacific  Railroad  stock 9^ 

200  shares  Inspiration  Consolidated  Copper  stock 18 

350  shares  Inter-Continental  Rubber  stock 7^ 

A  banker  would  lend  $10,000  without  collateral  rather  than  make  a  loan  for  $10,000 
on  100  shares  of  stock  with  a  par  value  of  100  which  might  be  selling  at  1  and  worth 
only  $100. 

In  the  printed  testimony  the  seventh  line  from  the  top  of  page  687  of  the  hearings 
reads  thus: 

"Mr.  WiLUAMs.  I  have  no  doubt  they  were. " 

The  word  "doubt"  is  incorrect;  the  word  that  I  evidently  used  was  *'  idea" — the 
qtenographic  symbols  being  somewhat  aJUke — and  the  sentence  should  read : 

**I  have  no  idea  the^  were. " 

The  next  sentence  m  the  same  line  of  the  stenographic  report  reads  thus:  "They 
were  lending  on  stocks  of  a  highly  speculative  character  at  par. "  The  word  "par" 
ifl  incorrect.     I  never  made  that  statement.    The  line  should  nave  been : 

"They  were  lending  on  stocks  of  a  highly  speculative  character  in  part. " 

The  line  fhat  follows: 

"Some  of  them  were  good.  I  do  not  know  how  the  loans  run  for  a  period  of  years; 
how  far  they  were  adequately  margined.  It  was  with  a  view  to  [getting  this  informa- 
tion, as  to  how  much  the  bank  had  been  lending  to  its  officers  on  inadequate  margin?, 
that  I  asked  for  this  report. " 

My  statement  from  which  I  quoted  above  was  made  before  the  committee  on  July 
28,  1919.  At  the  meeting  of  the  committee  on  July  10,  1919,  the  witness,  Hogan,  had 
read  into  the  record  the  following  statements: 

"The  loans  of  Henry  H.  Plather,  the  cashier  of  this  bank  on  May  18, 1914,  aggregated 
$63,500,  and  were  secured  by  high-class,  marketable  local  and  out-of-town  stocks  and 
bonds  having  a  market  value  of  $70,000,  as  follows: 

"One  hundred  shares  Security  Storage  stock;  65  shares  Southern  Railwav  preferred 
stock;  12  shares  Norfolk  &  Washington  Steamboat  Co.  stock;  150  shares  Washington 
Railway  &  Electric  preferred  stock;  200  shares  Inspiration  Consolidated  Copper  stock; 
$20,000  Wabash  first  and  extended  4's;  350  shares  Intercontinental  Rubber  stock;  2C0 
ahares  Missouri  Pacific  Railroad  stock;  50  shares  People's  Gaslight  Co.  of  Chicago  stock : 
.10  shares  American  Car  &  Foundr>j  preferred  stock;  100  shares  Rock  Island  preferrea 
stock;  100  shares  Rock  Island  Railroad  common  stock;  200  shares  St.  I.ouis  &  San 
FVancisco  preferred  stock. " 

In  my  statement  above  quoted  in  answer  to  Senator  Gronna's  inquiry,  "What  wis 
that  collateral?"  I  had  subsequently  referred  to  the  record  which  stated  the  col- 
lateral.    I  had  said  to  the  committee: 

"That  has  been  referred  to  once  or  twice, "  and  the  record  contained  the  full  list  of 
the  collateral,  and  I  added : 

"I  think  it  was,  Mr.  (Chairman,  Mr.  H.  H.  Flather's  loan,  where  five  or  six  stocks 
were  read  out,  some  of  them  selling  as  low  as  1  cent  on  the  dollar,  others  at  H  cents  on 
the  dollar,  others  at  9  cents  on  the  dollar  and  others  as  high  as  18.  Hut  they  were 
very  speculative  stocks.  I  think  I  recall  among  them  Rock  Island  preferred  and 
common,  Missouri  Pacific,  and  other  things.     I  think  the  record  sho^\8  the  list. " 

There  was  another  direct  reference  to  the  record  which  gave  the  full  list  and  to 
which  the  committee  could  readily  refer,  although  I  did  not  have  before  me  at  the 
time  that  list,  and  was  speaking  from  recollection,  but  my  recollection  is  shown  by 
the  record  itself  to  have  been  correct.  Of  the  Rock  Island  preferred  stock  at  the  time 
of  the  last  examination  before  the  controversy,  May,  1914,  there  was  on  the  loan  100 
shares.  Among  Qther  securities  on  II .  H .  Flather's  loan  were  100  shares  of  Rock  Island 
common;  and  200  shares  of  Missouri  Pacific,  just  as  I  stated  to  your  committee,  and 
these  securities  were  almost  valueless  and  had  shrivele<l  up  in  a  comparatively  brief 
period,  thus  proving  their  highly  speculative  character.  >fr.  Hogan,  in  quoting  me 
in  referring  to  these  stocts,  had  deliberately  garbled  my  statement  and  he  had  sup- 
pressed the  market  prices  of  the  five  stocks,  although  pretending  to  give  your  com- 
mittee a  correct  quotation  from  my  letter,  page  73  of  the  hearings. 

My  purpose  in  calling  this  to  the  attention  of  the  committee  on  July  28,  was  to  give 
the  real  market  value  of  the  stocks  which  Mr.  Hogan  had  evidently  been  ashamed  to 
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print  and  to  direct  your  attention  to  hifl  unfair  fluppreasion.  I  had  statod  quite  cor- 
T(M?tly  that  some  of  the  stocks  on  Cashier  FIather*8  loan  were  *' selling  as  low  af*  I  c«*ut 
on  the  dollar,  others  at  1 J  rents  on  the  dollar,  others  at  9  cents  on  the  dollar,  and  others 
as  hi^h  as  18. " 

Mr.  Itogan  falsely  charges  that,  in  jjiving  the  quotation  of "  18*'  for  one  of  the  stoclw, 
which  it  appears  was  a  copper  mining  stock,  I  had  endeavore<]  to  convey  the  impre?^- 
sion  that  that  was  a  stock  with  a  par  value  of  100  selling  at  18.  As  a  matter  of  fact  I 
had  no  idea  what  the  par  value  of  that  mining  stock  was  or  is,  having  never  liought, 
sold,  or  owned  a  share  of  it,  or  made  inquiry  on  that  point  in  regard  to  it.  My  state- 
ment that  the  collateral  include<l  this  mining  stock  at  a  marked  price  of  '*I8'*  was 
wholly  correct  and  gave  no  ground  for  honest  criticism. 

Mr.  Hogan  prints  in  the  record  a  copy  of  the  lli^;s  Bank  letter  to 
the  comptroller  of  February  1,  1915.  1  ask  permission  to  enter  in 
the  record  Deputy  Comptroller  Kane's  reply  of  February  11,  1915, 
to  the  Riggs  Bank,  as  follows: 

Treahury  Department, 
comptholler  op  the  currency, 

Washingtfm ,  Frhmary  11,  191 S. 
The  Ui<Ki8  National  Hank, 

Washington,  />.  (\ 

Sirs:  On  the  22d  ultimo  this  oft!(*e  reqiH»«te<l  you  to  prepare  ami  furnish  within  10 
<layH,  umlcr  the  penaltiep  providecl  in  sect  ions  521 1  and  5213.  Keviae<l  Statutes,  a  state- 
ment or  rciKjrt  flhowinp: 

"First.  All  direct  loans  made  by  the  Rii^s  National  Bank  since  itj*  ori^nization. 
either  severally  or  jointly,  to  Charlen  (\  Glover,  \V.  J.  Flather,  M.  E.  Aileei.  H.  II. 
Flather,  Jonhua  Evans,  jr.,  or  any  of  them,  and  to  members  of  the  respective  families 
of  the  above-named,  pving  a  full  de8cri|)tion  of  the  notes  and  the  collateral,  if  any.  by 
which  said  loans  were  secured. 

"Second.  All  indirect  or  ' dummy '  or  concealed  loans  ma<le  by  the  Rigi^  National 
Bank  since  it*?  or(2:anization  for  the  benefit  (directly  or  indirectly)  of  the  indi\iduals 
named  above,  or  any  of  them,  including  all  loans  which  (',  C.  Glover,  \V.  J.  Flather, 
II.  II.  Flather,  M.  E.  Ailes,  or  Joshua  Evans,  jr.,  or  any  of  them,  indorsed  or  for  which 
they  furnished  the  whole  or  any  portion  of  the  collateral  l)y  which  loans  to  othera  were 
secured,  and  including?  all  loans  made  in  the  name  or  names  of  others,  the  whole  or  a 
portion  of  the  procee<ls  of  which  were  turned  over  to  the  said  Glover,  Ailee,  W.  J. 
Flather,  II.  11.  Flather,  Joshua  Evans,  jr.,  or  any  of  them;  Riving  a  full  description 
^f  all  notes  and  of  the  collateral,  if  any,  by  which  thev  were  secured;  aim  showing 
what  portions  of  the  proceeds  of  sjiid  notes  were  receivwl  by  or  credited,  reflpectively. 
to  the  said  Glover,  \V.  J.  Flather,  H.  II.  Flather.  M.  F.  Ailes,  or  Joshua  Evans,  jr.; 
and  also  showin^j;  clearly  the  ownership  at  the  time  of  the  making  of  the  said  loans  of  the 
'Collateral  securing  them,  in  each  <*ase. " 

This  office  has  received  a  letter  from  you  dated  February  1,  1915,  in  which  you 
claim  that  the  loans  heretofore  ma<ie  to  its  officers  by  the  Riggs  National  Bank  hive 
now  been  paid,  and  that  the  only  loan  to  any  member  of  the  re8j)ective  families  of  the 
officers  named  is  a  certain  loan  to  the  wife  of  your  cashier. 

Vou  also  say  • 

"Replying  to  your  se^'ond  request,  we  be*;  to  sav  that  this  bank  has  never  made 
anv  *dummy '  or  'conceiiled '  loans  to  any  of  the  officers  named,    ♦    ♦    *, 

l^his  office  ha«  information  which  indi<tates  to  the  cxintrary. 

Vou  say,  referring  to  letter  from  the  comptroller's  office  of  the  22d  ultimo: 

*'  As  the  statement  which  you  request  would  re<<uire  an  examination  of  all  the  books 
of  this  bank  during  the  18  years  of  its  existence,  thus  entailing  serious  loss  of  time  and 
divertii.L  l!i~'  attention  of  our  officers  and  emplo.vees  from  our  current  business,  and 
as  it  could  not,  except  as  to  the  loan  to  Mrs.  Emma  A.  Flather,  a  full  rejwrt  of  which 
we  have  given  you  aoove,  jxjssibly  add  anything  to  your  full  and  complete  knowledge 
of  the  condition  of  this  bank,  for  which  purpose  only  section  5211  authorizes  you  to 
call  for  a  special  report,  we  decline  to  fumish  it. " 

It  is  witn  regret,  although  not  with  surprise,  that  the  comptroller  notes  your  official 
admission  that  the  preparation  of  a  statement  showing  the  borrowings  from  the  Riggs 
National  Bank  of  its  own  oflTu'ers— its  president,  its  two  >'ice  presidents,  its  cashier, 
and  its  assistant  cashier -would  be  a  task  of  such  large  dimensions  as  would  "entail 
serious  loss  of  time  and  diverting  the  attention  of  our"  (your)  "officers  and  employees 
from  our"  (your)  "current  business, " 
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The  comptroller  desires  me  to  notify  you  that  for  your  refusal  to  furnish  to  this 
oflTice  the  report  called  for  in  Ihe  letter  from  the  Comptroller  of  the  Currency  of  the 
22d  ultimo  you  are  liable  for  a  continuing  penalty  of  $100  per  day,  a«  set  forth  in  the 
letter  of  the  22d  ultimo,  above  referred  to,  in  accordance  with  sections  5211  and  5213 
of  the  Revised  Statutes. 

Reapectfully, 
•  *  T.  P.  Kane,  Acting  Comptroller. 

To  illustrate  the  unusual  and  excessive  extent  to  which  the  officeis 
of  the  Riggs  National  Bank  wore  borrowing  for  their  private  pur- 
poses the  funds  of  the  bank  it  is  interesting  to  note  that  such  loans  in 
that  bank  at  the  time  of  the  examination  made  bv  Examiner  Hann 
in  May,  1913  (the  same  report  which  has  been  so  commended  by  Mr. 
Ho^an)  amounted  to  more  than  the  aggregate  of  all  loans  made  to  all 
their  officers  by  all  the  national  banks  in  either  the  cities  of  Chicago 
or  St.  Louis,  as  shown  by  the  official  reports  of  June  last.  They  also 
amounted  to  more  than  the  aggregate  of  all  loans  made  by  all  the 
national  banks  to  their  own  officers  at  the  time  of  the  June  call  in  any 
of  the  following:  cities:  Minneapolis,  St.  Paul,  Buffalo,  Louisville, 
Portland,  Seattle,  or  Detroit. 

In  the  letter  of  February  1,  1915,  the  Riggs  Bank  officials  made 
under  oath  the  following  statement: 

We  beg  to  say  that  this  bank  has  never  made  any  "dummy ''  or  "concealed  "  loans 
to  any  of  the  officers  named ;  and  we  beg  further  to  say  that  there  was  not  when  your 
examiners  conducted  their  last  examination  into  the  affairs  of  this  bank,  had  not 
been  for  several  months  prior  thereto,  has  not  been  since  then,  and  is  not  now,  any 
loon  in  this  bank  made  for  the  benefit  of  either  of  the  officers  you  name,  or  indorsed 
by  any  of  them,  or  for  which  they  furnished  the  whole  or  any  portion  of  the  collateral,, 
or  d  which  they  received  the  whole  or  any  portion  of  the  proceeds. 

This  record  contains  abundant  proof  of  the  falsity  of  that  state- 
ment and  of  the  confession  hj  the  bank's  officers  also  under  oath 
that  they  had  been  the  beneficiaries  of  and  had  owned  the  collateral 
pledged  to  secure  various  ** dummy''  or  ** concealed"  loans,  and  on 
page  694  of  these  hearings  Mr.  Nevius,  one  of  those  used  as  ^  Mummy" 
for  President  Glover,  in  response  to  a  request  from  the  examiner  as  to 
the  frequency  of  these  '* dummy"  or  ''concealed"  loans  is  shown  to 
have  said : 

We  have  had  these  records  of  loans  of  that  sort  carried  from  one  book  to  another  for 
a  good  many  years.     I  have  been  here  17  years. 

The  Supreme  Court  of  the  District  in  regard  to  these  'dummy" 
loans  has  said : 

It  is  perfectly  obx-ious  that  as  to  concealed  loans  made  for  the  benefit  of  the  officers 
of  the  bank  no  possible  limit  to  the  scoik*  of  an  inquiry  by  the  comptmller  should  be 
rttasonably  supji:este<l. 

Commenting  upon  this  situation  Mr.  Hogan  lightly  poo-poohs 
Justice  McCov's  decision,  and  declared  to  vour  committee:  **I  do  not 
care  what  judge  says  that  he  was  acting  within  his  legal  power  whwi 
deciding  any  nisi  prius,  a  preliminary  motion,"  etc.  This  is  hi^ 
language  in  referring  to  the  decision  of  the  Supreme  Court  of  the 
District. 

Only  because  of  your  warning  that  I  should  take  pains  to  deny 
specifically  Mr.  Hogan's  numerous  false  allegations  do  I  take  the 
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^xmUfny*rjX  iii  «ijK-b  br  ^WUnwi  that  I  uJd  v<.q  *  tltftt  ^y  r^nk  iha; 
g*j*^  I/'  M  '•'.♦ujt  f'yf  ft  tpti  intPTT.Trtfttif«n  *^«f  Mr.  WrBiair!^'*  T«r«'«^ 
ni^u  th'-r*-  i-  ft  dJff^reiKTf-  af  o|:inkA  fce-tweeii  iLe  Iau  MZ.d  Ur 
^ofjjjylrolkT  njU*jl  Aixl  *h<»uti  f<»rf«t  iu»  <-fcjj-ier/"  ajms  *  iLftT  Uif 
^/ifir  int4^  ft  '^>un  ''f  tb#*  IftDil  <:'.«ii«>utQtes  ft  d^&ijf-ie  ••f  th--  •-^-nzr^ 
XnAl^r."     T^j**  rw-^#rd  •}*'•"«■*  tfaftt  no  «iich  stateiDeijt  was  xi^iit  r.j  sjf. 

Irj  bi«  t^tifiH^nv  Mr.  H«.«sft7j  plm^cs  much  emph^si^  in-«~*n  tir*-  fftci 
Uiftt  ftrnojiif  iJrf*  i^Uj'-L*  iip»^n  which  ihe  ^^mnk  wa*  lending.  iriEins 
-u#*k-  fi'tnin-^h  ftl  only  %K*S^fi.  He  rpfrtin*.  h*»weT»»T.  f:»-rr.  i>-ci£ 
further  i:il<»  ihftt  Int.  mhi'-h  ^showed  in  ftHHitk»n  to  SlN'^.W*?  'i-f  zijzj^ 
nXijuii^  h<'W  ft*  coUftlerftl  there  were  S32-5.Cino  itf  oil  st#r«-k<  ftk*-  brfd. 
ftud  thf-  ^ftliM-  of  the  in<lustriftl  ftnd  nusrellftnec'Us  stocks  wjis^  ^uu^ 
by  the  (Mrik  under  oftth  t'>  hftve  been  $4..V*i1.:j74.  ft^in<t  Covemsjent 
Uind**  hebl  a?¥  roUftteml  amounting  t^»  only  $1^i.t'*7<.  and  State  ftCii 
ifiunir-inal  l>«imL<*  only  ?^*^.!  !S. 

Mr.  Ho^ftii  in  his*  testimony  resents  the  >tateni<-nt  maiie  bv  n-«» 
%hi<'b  be  'luotftf.  that  a  eertain  loan  which  had  l«oen  in  the  ^ftnk 
n;a;iy  year^  and  had  h^i-^-n  criticized  by  seven  national  l>ank  vxaminers, 
bad  \yi^u  secured  "By  misceIlano«jus  stocks  and  s€H-urities  ot  C|iif^ 
tionable  value."  The  list  of  seeuiities  which  he  read  abundanthr 
(MoveH  their  "questionable"  character,  but  the  inadequacy  of  that 
collat€*nil  is  sufficiently  proven  bv  the  fact  that  the  bank  sustained 
and  changed  off.  as  Mr.  Hogan  will  admit,  a  Ions  of  atK>ut  $*J9.4''a  on 
that  ver>'  loan. 

Mr.  IJo^ari  then  devotes  many  pao:es  in  thestenop^phic  typewritten 
report  of  his  t€»stiinony  ##f  Septomlier  5  to  a  laborp<I  but  inir*»5^ible 
attempt  to  explain  the  many  contradictor^'  statements  which  the 
lifiiik  s  ofliciaLs  an*  shown  to  have  made  in  conneition  with  the  §<►- 
called  **rro<ker  IkmuI  transaction."  The  record  in  this  case  abun- 
dantly proves  Cf)p.  07()-«»S2;  the  falsity  of  Mr.  Ilogan's  claim  that  the 
lii^^s  Bank  "assumed  no  liability"  in  connection  with  the  $],rO0.W)C» 
of  (Ioveinrnc>nt  bonds  purchased  and  held  on  joint  account  with 
tfic  National  City  Bank  of  \ew  York.  I  will  not  weary  you  with 
further  details  as  to  tbis  transaction,  but  lesrot^tfuUv  refer  vou  to  iiiv 
t<»stiniony  of  f  lii>  subjert  already  g:iven  an<l  corroborated  by  doi*umen- 
tary  evi<ienc-e.  The  falsity  of  Mr.  IIogan*s  statements  is  also  sho^Ti 
bv  the  testiinonv  criven  bv  former  Assistant  Attorney  General  Adkins 

■  •  •  • 

i\^^.  y,\H  ?,\\)  of  these  hearing).     I  ask  attention   to  the  followin<! 
excrrf)!  from  ^fr.  Adkins's  testimcmy: 

It  i"  iHTf«'<*tly  iippjn'Tit  fr*»!n  the  rc)rrei»pon(l«na*  that  the  traii.>!«iction  sv^j-  tu*- 
lM'tw<*#'ri  lhj»  l/aiikn,  and  it  wan  not  one  by  Mr.  Aih»?»  or  Mr.  Flathor  or  auylxuly  ei* 
UHjtn  in<livi(lnMl.  un<l  th-»t  th»»  Ki^"^  National  Bank  was  entitled  to  one-halt  the  profii- 
and  Wrth  !*ul*je(l  tn  oni'-liaif  (h«*  1ohj*<»m,  if  there  niit^ht  be  any.  Fortunately,  there 
w«T»«  nn  |r»wM-<.  But  th'Te  wa»*  thi;*  very  Hub^1tantial  profit  of  Soti.tXM),  and  tlial  wt-nt 
int4i  the  <il()v<T  and  Fhithi'r  aeeount,  and  finally  found  it^i  way  into  the  pmtiis  «»i 
t'li*  hiuik 

Senator  (iKONNA.  There  wemy  to  be  no  di.«<ajrn»ement  between  yon  and  Mr  H«itfar 
Oh  ihi«l.  if  I  n*;irl  thin  t'»»*timonv  ronvctlv. 

Mr.  AoKis'H.  Mr.  IIr)iran>  eonUMition  i«  that  that  acctmnt  belonjrefl  entirely  ti' 
<JInv#*r  and  Flilh<«r  and  Flilher  ^nd  Flather  and  the  money  in  it.  lie  .»<aid  lesjlly 
it  \H  theirn.  I  call  v<»ur  attention  to  the  Cnnrker  National  Bank  transaction,  when* 
*r»(|,(K)0  whieh  th<«  National  City  Bank  had  creditetl  to  the  account  of  the  Uigg?  Bank 
had  gone  into  thin  urcount.  and  say  tliat  Mr.  Uo^n  was  wrong,  as  a  matter  of  la«. 
in  ronteiidin«r  that  a  »*inj^l««  (lollar  of  either  the  Glover  and  Flather  aconint  or  iht' 
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Flather  and  Flather  account  belonged  to  the  individuals.  I  say  that  in  equity  and 
law  it  belonged  to  the  bank,  always  did  belong  to  the  bank;  that  it  arose  out  of  busi- 
ness carried  on  by  the  officers  of  the  bank  in  this  way  in  order  to  get  around  the  pro- 
vi^^on8  of  the  national-bank  law  which  forbade  the  doing  of  that  business. 

»Senat(r  Gronna.  Thev  are  doinp  this,  of  course,  in  order  to  get  an)und  the  law 
l>rohibiting  nati(»nal  banks  from  doing  a  real  estate  business.  That  is  why  they  are 
doing  it? 

The  Chairman.   Were  doing  it,  you  mean,  Senator.    They  are  not  doing  it  now. 

Mr.  Apkins.  X«);  they  have  ceased  as  a  result  of  this  investigation  made  by  the 
comptroller. 

As  Mr.  Hogan  in  this  same  connection  unjustly  charges  me  with 
malice  toward  Mr.  Ailes  on  the  absurd  ground  that  Iifi.  Ailes  had 
been  elected  a  director  in  a  railroad  corporation  extemporaneously 
with  my  retirement  from  the  road,  I  will  take  advantage  of  this 
occasion  to  place  in  the  record  the  following  excerpt  from  testimony 
given  by  this  same  Mr.  Ailes  in  this  same  connection  before  the 
Senate  committee  in  1014,  together  with  documentary  evidence  of  its 
falsity. 

Excerpt  from  testimony  before  Committee  on  Banking  and  Cur- 
rency oi  the  Senate,  re  nomination  John  Skelton  Williams  to  be 
Comptroller  of  the  Currency  and  ex  officio  member  Federal  Reserve 
Board,  January  15,  1914: 

Mr.  Ailes.  The  bank  examiner  of  New  York  (Uty,  Mr.  Starek,  has  been  to  some 
of  the  banks  and  told  them  that  the  Seaboard  Line's  loans  were  questionable.  Don't 
you  think  that  this  is  a  matter  of  importance? 

Senator  Weeks.  It  may  he. 

Senator  Shaprotii.  Was  he  requested  to  do  so  by  the  Secretary? 

Mr.  AiLEfl.  I  do  not  know;  but  Mr.  Rr)rebeck.  a  former  examiner.  t')ld  me  he  lost 
his  job  because  he  would  not  do  it. 

Acting  Comptroller  Kane  directed  the  following  letter  to  former 
Examiner  Rorebeck  on  Jamiarv  26: 

Mr.  E.  F.  Rorebeck. 

I'ire  pTCHulent  MetropoJitnit  Trust  Co.. 

Nev  York,  N.   V. 

I)E.\R  Mr.  Rorebeck:  In  the  issue  of  the  Financier,  of  New  York.  datc»d  January 
24.  1914.  <m  pape  297.  you  are  quoted  as  having  st^tetl  t^)  Mr.  Ailes  in  connecticm  with 
loans  by  New  Y(»rk  City  banks  to  the  Seaboard  Air  line  as  follows: 

"Mr.  Ailes.  The  bank  examiner  of  New  York  (4tv.  Mr.  Starek,  has  been  to  some 
of  the  banks  and  told  them  that  the  Seaboard  Lines  Ioslus  were  questionable.  Don't 
y(»u  think  that  is  a  matter  of  importance? 

''Senator  \Vkek8.  It  may  be. 

'•Senator  Shafroth.  Was  he  reijuested  to  do  m  by  the  Secretary? 

"Mr.  Ailes.  I  do  not  know:  but  ^fr.  Rorebeck.  a  former  examiner,  told  me  he  lost 
his  job  because  he  would  not  do  it." 

I  wish  you  would  let  me  knf)W  by  early  mail  whether  or  not  you  have  been  correctly 
quoted.    I  assume  that  you  have  not,  for  the  statement  is  certainly  not  in  accordance 
with  the  circumstances  that  le<l  to  your  resignation  as  a  national-bank  examiner. 
Respectfully, 

T.  P.  K.wE,  Acting  ComptroUn. 

Mr.  Rorebeck  replied  on  January  27,  1914,  as  follows: 

Dear  Mr.  Kane:  I  am  in  receipt  of  your  letter  of  the  26tli  instant,  in  which  you 
(juote  statement  of  Mr.  Ailes  before  the  Senate  committee,  in  which  he  says  that  I 
told  him  that  I  lost  mv  position  as  national -bank  examiner  because  I  would  not,  at 
the  request  of  Mr.  Williams,  Assistant  Secretary  of  the  Treasury,  criticise  loans  of 
New  \ork  City  banks  on  the  Seaboard  Air  Line  securities,  and  asking  me  to  let  you 
know  whether  f»r  not  I  was  correctly  quoted. 
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I  certainly  wa^  not  correctly  quoted,  and  have  never  made  any  such  Ftatement  ti> 
Mr.  Ailes  or  to  anybody  ehe*  I  have  been  repeatedly  called  upcn  by  newspaper 
men  recently  to  make  sc  me  statement  along  this  line  in  connection  with  my  relatiiffle 
to  the  new  administraticn.  and  I  have  repeatedly  informed  these  people  that  1  had 
no  statement  to  make,  and  that  there  was  nothing  in  the  rumrrs  that  1  had  personal 
information  in  connection  with  my  former  official  duties  which  would  in  any  \ira\ 
reflect  on  Mr.  Williams. 
Respectfully, 

E.    F.    RoREBErE. 

Mr.  Hogan  says  that  in  1903  Secretary  Shaw  designated  the  Riggs 
National  Bank  as  a  Government  depository  and  that  later  on  ho 
designated  **  every  national  bank  in  tne  District  of  Colvmbia  deposi- 
tories, so  there  would  be  a  fair  distribution  and  not  a  few  banks 
getting  it/*  Mr.  Hogan's  ideas  of  a  fair  distribution  are  peculiar, 
for  Secretary  McAdoo,  in  his  affidavit  in  the  Riggs  equity  case,  givfs 
the  following  facts  as  to  how  the  distribution  was  made  during  thc»se 
years  succeeding  1903: 

During  that  time  there  were  11  national  banks  in  the  city  of  Waehinjrton,  and  the 
deporitR  of  the  plaintiff  bank  averaged  not  exceeding  39  per  cent  of  the  total  average 
de{K)pit«i  of  9ai(r  national  banks.  The  t4)tal  deposits  of  Government  funds  in  all  dt 
the  remaining  national  banks  of  Washington  during  said  period  approzimatelv 
$278,874. 

The  average  balance  of  Government  funds  on  dep<«it  with  the  plaintiff  bank  (Ri^' 
from  the  time  the  said  Ailes  became  connected  with  the  bank  in  April,  1903.  until 
March,  1907,  was  $2,018,957. 

Mr.  Hogan  next  refers  to  the  action  of  Mr.  Aiks  in  1903  in  sign- 
ing an  order  as  Assistant  Secretary  of  the  Treasury  for  the  transfer 
of  $2,900,000  of  Government  funds  from  the  Federal  Treasury  to 
the  Riggs  National  Bank  inmiediately  before  his  resignation  from 
the  TreasT  ry  to  ac-cept  the  vice  presidency  of  that  bank.  Mr.  Hogan 
seeks  paliation  by  claiming  that  of  this  $2,900,000 — 

Not  a  single  solitary  dollar  of  that  money  was  taken  out  of  the  Federal  Treasury-  at 
that  time.  1 1  was  in  the  National  City  Bank  of  New  York  by  which  Mr.  Ailes  was 
also  going  to  be  employed. 

The  money  was  taken  from  the  Federal  Treasury;  whether  it  was 
taken  from  the  Federal  Treasury  via  the  National  City  Bank  or  via 
some  other  bank  or  through  a  subtreasury  makes  no  difference,  and 
I  do  not  doubt  that  this  committee  fully  realizes  the  absurdity  of 
Mr.  Hogan's  claim  that  Government  balances  in  national  baiiks  are 
not  Treasury  funds. 

Mr.  Hogan  s\ibmits  excerpts  from  communications  from  the  comp- 
troller to  the  Riggs  Bank  notifying  them  that  they  were  from  time 
to  time  incurring  penalties  at  the  rate  of  $100  per  day  for  omission 
to  furnish  special  reports  called  for,  or  that  they  were  liable  to  the 
imposition  of  penalties  for  omission  to  send  in  reports. 

The  record  is  perfectly  clear  that  only  upon  one  occasion  was  the 
bank  ever  notified  of  the  jisstssment  of  any  penalty,  and  that  occa- 
sion was  their  refusal  to  furnish  information  with  regard  to  **  dummy" 
and  other  loans  made  by  the  bank  to  the  bank's  officers  and  their  fami- 
lies. For  their  omission  to  furnish  that  information  the  fine  of  S5,000 
which  became  the  basis  of  the  suit  was  assessed.  Mr.  Hogan*s  claim 
or  charge  that  penalties  aggregating  $160,000  had  ever  been  imposed 
or  assessed  is  a  deliberate  misstatement,  wholly  without  justification. 
At  the  hearing  on  September  5,  Senator  Newberry  developed  this 
point  quite  clearly  and  asked  Mr.  Hogan  plainly:* 
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''Any  possibility  he  (the  comptroller)  said  ^assessed'  instead  of 
'imposed?"'  In  reply  Mr.  Hogan  had  to  state:  *'0h,  Senator, 
that  is  the — he  uses  now  the  word  assessed.  The  words  he  used 
were  *  ac^ied  ^  and  '  imposed '  and  when  he  came  to  get  the  $5,000 
he  used  the  word  *iissessod,*  and  now  he  says — and  that  is  what  has 
been  suggested  to  you  that  he  only  'assessed'  the  penalty  once."  *  *  * 

The  chairman  asked  Mr.  Hogan:  "Is  that  the  worci  used  in  the 
statute — *  assessed  V' 

Mr.  Hogan  again  was  forced  reluctantly  to  admit:  *'Yes,  sir; 
shall  be  assessed,  shall  be  collected  when  assessed.'* 

To  which  the  chairman  replied:  '*I  assumed  it  was." 

That  ended  Mr.  Hogan's  discussion  on  that  point  in  connection 
with  which  he  had  attempted  to  mislead  your  committee  into  believ- 
ing that  penalties  of  about  $160,000  had  ever  been  actually  assessed 
when  in  fact  the  only  penalty  ever  assessed  was  the  $5,000  penalty 
referred  to,  and  which  the  court's  opinion  said  could  have  been 
collected  from  the  bank  but  for  the  fact  that  in  calling  for  the  report 
(for  the  omission  to  furnish  which  that  fine  was  assessed)  the  comp- 
troller had  directed  the  bank  to  have  the  report  signed  by  piesident 
*'and-'  cashier  and  certain  other  oflficers  insteacT  of  by  president 
'•or"  cashier  and  attested  by  at  least  three  directors,  as  the  statute 
provided. 

Mr.  Hogan  next  seeks  to  minimize  the  emphatic  declaration  of 
the  court  to  the  effect  that  if  there  had  })een  anv  malice  or  bad  blood 
shown  in  this  controversy  it  was  on  the  part  of  the  officers  of  the 
bank  and  not  on  the  pari  of  the  Secretary  of  the  Treasury  or  the 
Comptroller  of  the  Currency.  Justice  McCoy's  declaration  on  this 
point  is  clear  and  positive. 

The  plain  facts  as  to  the  Riggs  equity  case  were  these: 

The  suit  was  instituted  by  the  Riggs  National  Bank,  and  that 
bank,  through  its  counsel,  filed  in  the  court  a  bill  of  complaint  com- 
prising some  86  legal-size  pages.  In  that  bill  the  bank  set  forth  at 
great  length  matters  relevant  and  in'elevant  to  the  issue  and  charged 
malice  and  conspiracy  to  injure  or  ruin  on  the  part  of  the  Secretary 
of  the  Treasury  and  the  Comptroller  of  the  Currency.  The  bank 
obviously  crowded  into  its  bill  of  complaint  all  matters  in  its  possess- 
sion  or  which  it  could  get  hold  of  which  it  thought  might  aid  in 
showing  or  indicating  malice  on  the  part  of  the  Government  officials, 
and  the  bank's  attorneys  went  out  of  their  way  to  rake  the  record 
for  anything  ol  (his  kind  they  could  possibly  find  or  misinterpret 
into  an  evidence  or  suggestion  of  hostility,  but,  with  this  bill  before 
the  court,  and  the  answer  and  affidavits  filed  b}'  the  defendants,  and 
aitei  long  and  elaborate  arguments  by  counsel  on  both  sides,  the 
court  gave  its  opinion  that  tne  malice  was  the  other  way^,  and — 

that  if  there  were  bad  blood — 1  do  not  know  as  to  that — if  there  is  anything  betw<*en 
the  parties,  there  is  nothing  here  to  show  that  the  two  defendants — Secretary  of  the 
Treasury  and  Comptroller  of  the  Currency — w^ere  the  aggressors  in  the  matter. 

The  bill  filed  by  the  bank  against  the  Treasury  officials  in  the 
equity  suit  seethed  with  invective  and  malicious  abuse.  The  court 
record  shows  that  at  the  very  opening  of  the  trial  Mr.  l^ntermyer 
was  moved  to  make  the  following  statement: 

I  doubt  whether  any  bill  has  ever  been  filed  in  this  c*ourt  that  contains  so  mutrh 
of — I  was  about  to  say — invective. 
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Mr.  Hogttn  replied: 

Do  not  hesitate.  Mr.  Untermyer.  to  say  aD\'thing. 

Mr.  Untermyer.  I  do  hesitate,  hecaufie  1  am  afraid  of  following  a  hfd  example. 
But  of  course  the  officers  will  want  to  be  heard  on  all  the  allegations. 

The  Court.  There  will  be  every  opportunity  to  have  the  case  presented  fully. 
I  hope  it  will  not  take  more  than  one  day. 

Tho  case  was  fully  presented  and  took  not  one  day  but  the  argu- 
ments kept  up  for  practically  10  continuous  days,  and  at  the  connu- 
sion^  on  May  21,  the  judge  made  the  declaration  that: 

The  case,  such  as  it  is.  made  out  by  the  bill,  assuming  that  any  was  made  oat  by 
the  bill  for  the  purpose  of  an  injunction,  has  been  met  overwhelmingly,  in  my  opinioB, 
by  the  proofs  which  are  here  in  the  form  of  afiidavita,  and  1  Bhalldeiiy  that  relief 
pending  the  action. 

In  his  testimony  on  September  5,  Mr.  Hogan  makes  the  following 
reckless  st-atement : 

There  was  never  a  time  in  the  entire  history  of  Riggs  when  there  was  more  than  t 
temporar>'  depreciation  in  the  reserve. 

The  official  figures  show  that  that  statement  is  whollv  false  and  con- 
tradicted by  the  official  records.  In  the  affidavit  of  tlie  Comptroller 
oi  the  Currency,  printed  on  page  569  of  the  Febraarv  hearings  be- 
fore this  committee,  I  called  your  attention  to  the  follwing  state- 
ment: 

Practically  continuously  from  January.  1910.  to  January-.  1914,  the  reports  of  con- 
dition filed  by  the  plaintiff  bank  with  the  tximptroller  showed  a  shortage  in  its  cash 
refers  e  averaging  more  than  $150,000,  the  shortage  Jime  4, 19 13,  amounting  to  $500,363. 
*  iSaid  reports  also  show  throughout  the  said  period  a  further  average  shortage  in  th«» 
resme  for  the  period  of  30  days  prior  to  the  datt^  of  nractically  every  report  of  con- 
ditv)n  of  the  plaintiff  bank.  Attached  hereto,  marked  Exhibit  D  and  made  pari 
hereof,  tables  showing  the  amount  and  percentages  of  said  deficiencic**?. 

That  statement  is  fully  supported  by  tho  reports  of  the  national 
bank  examiners,  corroboratoii  ny  detailed  tables. 

Please  refer  to  ''Tabic  D,"  page  o92,  February  hearings.  Part  I 
of  that  table  was  prepared  in  accordance  with  the  method  of  calcu- 
lation always  useci  in  computinji;  the  reserve  and  shows  that  from 
June  29,  1900,  to  March  4,  1915,  the  bank  was  short  in  its  reserve  at 
the  time  of  rraking  its  sworn  reports  ol  condition  in  every  year  with 
the  sole  exception  of  1901  and  1905.  and  that  in  the  years  1910-191- 
and  1913  it  was  short  at  the  time  of  every  one  of  the  five  reports  made 
during  those  years. 

In  the  Table  D,  part  2,  page  592,  February  hearings,  showing  the 
percentage  of  average  reserve  carried  for  30  daj's  prior  to  the  date  o( 
the  reports  of  condition,  the  records  show  that  the  bank  had  been 
averaging  short  in  its  reserves  at  the  time  of  two  reports  of  condition 
in  1906:  two  in  1907,  one  in  1908,  three  in  1909;  five  in  1910;  five  in 
1911:   five   in  1912:  four  in  1913,  and  one  in  1914. 

The  shortages  sho\vii  in  part  2,  Table  D,  are  taken  from  the  swern 
reports  of  condition  made  by  the  Riggs  National  Bank  itself,  over  the 
signature  of  it«  president  or  cashier  and  attosted  by  its  directors. 

With  that  record  staring  him  in  the  face,  Mr.  Hogan  brazenly 
seeks  to  deceive  vour  committee  bv  declaring  to  vou: 

There  was  never  a  time  in  the  entire  historj*  of  Riggs  when  there  waa  more  ih  in  a 
temporary'  depreciation  in  the  reserves. 
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I  ask  your  attention  to  the  following  statement  made  before  you 
on  July  16  by  former  Assistant  Attorney  General  Adkins  on  the 
subject  of  the  Riggs  Bank's  habitual  shortage  in  its  reserve: 

Another  violation  was  in  connection  with  deficiencies  in  reserve,  and  this  was 
one  that  was  discussed  here  at  some  length  the  other  day,  I  believe.  Under  the 
sections  of  the  revised  statutes  a  national  bank  in  a  reserve  city — ^and  Washington 
is  a  reserve  city — shall  maintain  a  cash  reserve  equal  to  25  per  cent  of  its  total  cash 
deposits.  One-half  of  that  reserve  must  be  in  cash  in  the  vaults  of  the  bank,  and 
the  other  half  may  be  deposited  in  national  banks  approved  by  the  com]3troller 
situated  in  one  of  the  three  central  reserv^e  cities.  In  this  respect  they  violated 
the  law  almost  steadily.  Wlienever  one  of  their  reports  came  in  they  very  rarely 
had  the  12^  per  cent  in  cash  in  their  vaults.  Sometimes  they  were  short  both  in 
the  ^2i  per  cent  cash  and  the  12*  per  cent  deposited  in  other  banks.  Sometimes  when 
they  were  short  in  their  cash  they  were  over  in  their  deposits  in  other  banks.  But 
that  did  not  change  the  fact  that  they  were  violating  the  law. 

The  comptroller  on  i>age  55  of  his  affidavit  gives  a  cotiple  of  tables  showing  this 
violation.  For  instance,  on  Jime  29.  1900,  he  shows  a  shortage  in  the  cash  reserve  of 
forty-six  thousand  and  odd  dollars.  On  June  4. 1913.  he  shows  a  shortage  in  the  cash 
re8er\^e  of  $500,000.  I  want  to  call  this  to  your  attention  particularly  because  Mr. 
Hogan  referred  to  it  as  one  of  the  half  truths  of  which  he  said  the  comptroller  was 
fond,  We  stat«  in  the  affidavit  that  they  were  habitually  short  in  the  half  of  the  25 
per  cent  which  was  required  to  be  in  their  vaults  in  cash.  We  said  they  were 
quite  frequently  short  in  the  other  lialf  which  must  be  in  other  banKs.  and  our  table 
undertook  to  show  the  shortage.  We  give  in  the  first  column  the  cash  shortages. 
We  give  in  the  second  column  the  agents*  shortage.  They  were  not  short  with  the 
agents  nearly  so  often  as  they  were  with  the  cash. 

In  his  testimony  on  September  5  Mr.  Hogan  declared  that  the 
sworn  statement  of  the  bank's  officers  showed^*  That  the  Riggs  Na- 
tional Bank  from  the  day  it  became  a  national  bank  never  made  any 
real-estate  loans. 

That  statement  is  about  as  reckless  and  untrue  as  Mr.  Hogan's 
declaration  quoted  above  in  regard  to  the  bank's  reser\"es.  The  bank's 
history  shows  that  it  was  a  flagrant  violator  of,  the  law  in  regard 
to  its  real-estate  investments  and  operations  from  the  very  outset. 

On  September  14,  1899,  former  Comptroller  of  the  Currency 
Charles  C.  Dawes  in  a  letter  of  criticism  to  the  bank  said  (page  748 
of  these  hearings): 

At  the  time  of  the  examination  the  bank  hod  loans  secured  by  real  estate  amounting 
to  $3IO.:i3«.40,  while  in  your  sworn  report  of  (!onditions  for  June  30.  1899,  no  amount 
appean»d  in  the  schedule  of  loans  and  discounts  secured  by  real-estate  mortgages, 
although  aboiit  the  same  amount  was  then  held. 

^Vgain,  on  Marcli  12,  1900,  Deputy  Comptroller  Kane  wrote  the 
bank  as  follows: 

The  examiner  reports  03  loans,  amounting  to  $2S2. 405.05,  secured  by  re-il  estate 
mortgages.  It  appears  that  these  loans  are  made  upon  notes  discounted  for  the  makers 
on  the  8e<rurity  of  other  notes  running  to  such  makers,  which  latter  notes  are  socured 
by  real  estate  mortgjigf^s.  anrl  that  the  bank  accepts  these  mortgage  not<«  and  mortgages 
as  collateral  to  the  not<*8  discounted. 

While  it  is  true,  as  stated  by  the  bank,  in  reply  to  a  former  letter  of  this  office  in 
regard  to  such  loans,  that  none  of  the  collat(»ral  notes  or  mortgages  in  question  run  to 
the  bantc.  it  appears  to  be  likewise  true  that  the  only  s?curity  involved  in  any  oi  these 
transai'tions  is  the  real  estate  mortgaged  to  secure  the  note  taken  as  collateral  to  the 
note  diat!ounted.  as  it  is  not  assumed  that  the  bank  would  have  discounted  any  of 
these  borr*)wer8'  notes  on  the  strength  of  the  makers  of  such  not«s  alone  without 
indorsement  or  other  Be<'urity.  or  on  the  strength  of  the  makers  of  the  collateral  not4?s 
without  the  real  estate  mortgages  behind  them. 
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Th#»e  loaDi!  are  therefore  iii«de  in  contra vention  of  secdon  5137.  United  Sui*:!» 
Ue\'ifled  Statuta»,  which  prohibits  a  national  bank  from  taking  real  estate  roortgagf? 
an  security  for  loans  except  **8Tich  as  shall  be  mortgaged  to  it  in  good  faith  by  way  nf 
security  for  debts  previously  contracted."  and  the  practice  of  makimr  siK'h  mon&e^ 
loans  should  be  discontinued. 

On  October  17,  1000,  Deputy  Comptroller  Kane  again  wrote  the 
bank  as  follows: 

At  the  time  of  the  previous  examination.  February  28,  19(10.  loans  secured  by  r«il 
estate  mortgages  were  reported  amounting  to  $282,405.65.  to  which  your  attention 
was  c*alle<l  in  office  letter  of  March  12.  1900.  as  beii^  made  in  (contravention  of  secrioo 
5137.  United  Stati*  Revised  Statutes.  The  examiner  now  reports  loans  of  ihr  aunf 
character  amounting  to  $435,904.04.  Your  attention  is  again  invited  to  the  s?i-tioQ 
above  named,  which  provides  that  the  only  purpose  for  which  a  national  bank  ms.v 
lawfully  take  a  mortj^e  on  real  estate  is  *'by  way  of  secuity  for  debts  pre\-iwaly 
contracted."  As  the  mortgages  referred  to  do  not  appear  to  have  been  taken  for  ihU 
purpose,  the  notes  sliould  be  disposed  of  or  other  security  obtained. 

That  the  practice  of  making  dummy  loans  or  using  the  bank*s  clerks 
as  ** dummies''  extended  back  as  far  as  1901,  is  suggeste<l  by  Deputy 
Comptroller  Kane's  letter  to  the  bank  of  May  9,  1901,  in  "whicn  he 

savs : 

The  examiner  states  that  loans  secured  by  real  estate  amounted  to  about  ^ei03.00(). 
the  security  for  the  greater  portion  nmning  to  employees  of  the  bank.  This  amount 
is  slightly  below  the  amount  reported  at  the  time  of  the  previous  examination,  bat 
greatly  in  excess  of  the  amount  stated  in  your  letter  of  October  23,  1900.     The  loan 

to which  you  stated  was  secured  by  stocks,  et  cetera,  is  now  reported  lo  be 

secured  by  deed  of  trust  and  assigned  mortgages;  and  must  therefore  l>e  included  ^ith 
the  loans  secured  bv  real  estate.  Your  attention  is  again  called  to  the  provisions  of 
section  5137,  United  States  Re\'i8ed  Statutes,  in  connection  with  these  loans. 

The  criticism  of  its  irrc^lar  and  evasive  real  estate  loans  was  con- 
tinued through  a  long  period  of  years. 

On  December  8,*  1905,  the  bank  admitted  its  loans  secured  by  real 
estate  security,  saying: 

\AfSLj\B  8e<!ured  by  real  estate  notes,  to  which  you  refer,  we  will  endeavor  to  dis!H*e 
of  as  soon  as  the  same  can  be  done.  In  this  connection  il  may  be  said,  however,  that 
the  loans  are  good  in  each  instance  without  the  real  estate  notes  which  we  hold  aj* 
collateral.    The  latter  may  be  properly  regarded  as  incidental  security. 

On  June  25,  1908,  the  Riggs  National  Bank  wrote  to  the  comp- 
troller as  follows: 

As  to  the  loans  secured  by  real  estate  notes  we  beg  to  advise  you  that  wer  are  gradually 
reducing  the  number  of  these  loans,  and  will  endeavor  to  eliminate  them  entirely  in 
the  near  future. 

But  the  business  kept  right  on. 

In  June,  1908,  the  bank  was  criticized  by  Examiner  Reeves  for  real 
estate  loans  and  stocks  unlawfully  held. 

In  May,  1009,  Examiner  .Heeves  again  called  attention  to  the  bank's 
irregular  real  estate  and  stock-brokerage  business. 

In  May,  1913,  Examiner  Hann  reported  that  the  bank  w^as  carrying 
$23,447  of  securities  and  real  estate  loans  improperly  as  cash,  includ- 
ing in  the  cash  a  $5,000  real  estate  loan  for  rresident  Glover,  which 
was  taken  out  during  the  course  of  the  examination. 

The  real  estate  business  of  the  bank  has  already  been  explained 
to  your  committee  by  Mr.  Jesse  Adkins  in  his  testimony,  pages 
333-334  and  elsewhere*  to  which  I  beg  to  refer  you  for  further  detaik^. 
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Mr.  Hogan  in  his  recent  testimony  before  the  committee  says  that 
there  were  no  excess  loans  in  the  Riggs  Bank  from  May,  1906,  to  May, 
1914;  and  he  also  says  that  '*None  of  them  resulted  in  any  losses  at 
the  time  when  the  law  only  permitted  10  per  cent  of  the  capital;  none 
of  them  were  ever  excess  loans  after  June,  1906." 

I  ask  your  attention  to  the  fact  shown  in  my  letter  to  your  com- 
mittee of  August  12  that  one  of  the  Riggs  bank  loans  which  had 
been  criticized  seven  times  as  excess  entailed  upon  the  bank  a  loss  of 
$29,468.  For  10  years  the  bank  was  continuously  criticized  for  its 
irregular  and  unlawful  loans,  which  it  persisted  in  making  in  utter 
defiance  of  the  admonitions  of  the  comptroller's  office  and  tbe  remon- 
strances of  examiners.  These  loans  aggregated  at  times  more  than 
$2,000,000,  or  two  or  three  times  as  much  as  the  entire  capital  stock  of 
the  bank.  For  particulars  as  to  these  loans  I  respectfully  refer  you 
to  pages  743  to  766  of  the  printed  hearings.  In  the  list  were  large 
individual  loans  criticized  by  the  comptroller's  office  as  often  as  16 
different  times,  but  which  were  continued  by  the  bank  in  disregard 
of  all  warnings. 

Mr.  Hoffan,  in  defense  of  his  friend  the  publicity  agent  of  the 
Riggs  Bank,  Mr.  (j.  (j.  Hill,  claims  that  the  latter  was  not  discharged 
by  the  Tribune  for  his  untrue  articles  regarding  the  United  States 
Trust  Co.  episode,  and  in  support  of  his  claim  submits  a  recent  letter 
from  a  gentleman  who  says  he  was  a  former  assistant  editor  of  the 
Tribune,  claiming  that  those  malicious  articles  were  not  the  cause 
of  the  severance  of  Mr.  Hill's  relations  witli  the  Tribune;  but  it  is 
noteworthy  that  Mr.  Hill  has  up  to  this  time  submitted  no  word  of 
commendation  or  approval  from  his  former  employer,  the  New  York 
Tribune. 

Mr.  Hogan 's  statements  before  your  committee  relative  to  national- 
bank  failures  are  also  untrue  and  misleading. 

In  his  statement  before  your  committee  on  the  5th  instant  Mr. 
Hogan  said : 

In  the  first  four  years  of  Mr.  Williams's  administration  there  were  58  reieivers.  an 
average  of  a  little  less  than  15  per  yetur.  In  other  words,  taking  Comptroller  Williams's 
own  standani  to  judge  his  auministration  by,  we  find  that  without  the  help  of  war 
inflation  the  national  banks  were  failing  on  an  average  of  nearly  50  per  cent  more  per 
year  than  the  theretofore  eatablished  average. 

Like  most  of  Mr.  Hogan's  testimony  before  this  committee,  that 
statement  is  not  only  misleading  and  disingenuous  but  is  again  de- 
liberately false,  as  the  records  prove. 

During  the  ** first  four  years''  of  my  administration  as  Comp- 
troller of  the  Currency,  from  February,  1914,  to  February,  1918 
(embracing  three  and  one-half  years  of  the  European  war,  years 
which  Mr.  Hogan,  in  his  absurd  and  misleading  statement,  refers  to 
as  **fairly  normal*'  years),  44  national  banks  -not  58 — were  placed 
in  the  hands  of  receivers.  But  of  these  10  were  subsequently  restored 
to  solvency  and  19  have  paid  or  expected  to  pay  depositors  100  cents 
on  the  dollar,  leaving  for  these  four  years  only  15  failed  national 
banks  from  which  depositors  will  suffer  loss. 

National-bank  failures  during  the  first  few  years  of  President  Wil- 
son's first  administration  were  more  frequent  than  they  otherwise 
would  have  been  because  of  the  fact  that  quite  a  number  of  the  banks 
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failing  in  those  years  were  in  a  crippled  or  failing  condition  duhng 
the  preceding  acfministration  but  were  tided  along  in  an  insolvent  or 
shaky  condition  until,  under  the  present  admimstration,  they  were 
placed  in  the  hands  of  receivers  for  the  protection  of  creditors  and  to 
prevent  further  losses. 

Under  the  preceding  administration,  from  March,  1909,  to  March. 
191.S,  four  really  "normal  years/*  hut  when  some  banks  in  failing  con- 
dition were  allowed  to  keep  going,  26  national  banks  were  placed  in 
receivers*  hands,  of  which  4  were  restored  to  solvency  an  4  additional 
subse<]uently  paid  depositors  100  per  cent,  leaving  18  banks  from  whicli 
depositors  suffered  losses,  as  compared  with  15  such  banks  during  the 
first  four  years  of  my  administration,  the  latter  embracing  three  and 
one-half  years  of  the  most  gigantic  strain  and  stress  which  the 
world  has  ever  seen,  two  and  a  half  of  which  years  Mr.  Hogan,  in  his 
misleading  statement,  refers  to  as  "fairly  nonnal**  years. 

I  beg  leave  to  invite  your  special  attention  to  the  following  extract 
<lealin^  with  this  particular  subject  from  my  communication  to  your 
committee  of  August  26,  1919,  covering  as  to  bank  failures  the  perio<l 
succeeding  the  close  of  the  first  four  years  of  my  administration: 

Since  January  1.  1918.  covering  approximatoly  10  months  of  th?  strain  and  sh!X*k 
of  war  and  10  months  of  the  trials  of  the  reconstruction  period,  there  liave  been  twu 
national-bank  failures  in  the  entire  l.^nited  States — an  average  of  one  failure  each  10 
months.  In  the  25-year  period  prior  to  the  present  administration  the  failure  ot 
national  banks  averaged  about  18  per  anniun.  or.  say.  1  every  20  dsLVs, 

Not  only  have  there  been  fewer  national-bank  failures  than  ever  b«^iore  in  the 
history  of  the  national-bank  8>'8tem.  but  the  records  show  that  of  the  national  banks 
which  have  failed  during  the  administration  of  the  present  Comptroller  of  the  Cur- 
rency approximately  (iO  per  cent  have  either  been  restored  to  solvency,  liave  paid 
their  dejKwitorB  100  cents  on  the  dollar,  or  are  expecting  to  do  so.  whereas  in  the  nearly 
50  years  prior  to  the  incumbency  of  the  present  comptroller  only  about  3o  i>er  tvni  «i 
the  failcHi  banks  paid  their  depositors  in  full. 

Ill  answer  to  Mr.  Hogan's  lame  denials  as  to  the  fraudulent  opera- 
tions of  Mr.  H.  II.  Flather  in  connection  with  orders  for  purchase? 
and  sale  of  securities  for  customers  of  the  Riggs  Bank,  it  is  probably 
sufficient  to  direct  your  attention  to  the  following  extract  from  the 
testimony  given  J)eforc  your  committee  on  July  18,  1919,  by  rniteil 
States  District  Attorney  Laskoy: 

The  Chairman.  On  the  part,  of  the  officers? 

Mr.  Lahkey.  Yes.  sir.  And  I  was  led  to  that  conclusion  by  the  fact  that  tho** 
officers  must  Imve  had  an  object  in  stating  that  Kiggs  National  Bank  had  not  bought 
8t>ock8  or  sold  stockn  thro.iii^h  Leinis  Johnson  &  Co.  If  I  may  be  permitte<I  to  say.  i; 
has  been  Htated-  1  read  last  night  in  Mr.  Uogan's  testimony — tliat  for  the  convenieotv 
of  i^ewis  JohuHon  &  (^o.  there  was  an  account  carried  on  the  books  in  the  name  of  th*- 
Riggs  National  Hank.  The  transactions  purporting  to  be  upon  that  slock  lede-^r 
were  bona  fide  transactions  with  the  Ri^  National  Bank,  and  with  uo  one  el*'. 
because  the  order  was  received  by  Lewis  Jolinson  &  Co.  ironi  the  Riggs  National  Bank 


of  the  purchase.  And  when  there  were  stocks  sold,  the  facts  were  the  reverse.  <M 
c'ourse.  Lewis  Johnson  &  Co.  would  notify  the  Riggs  Bank  that  they  liad  s-^ld  sto«'k 
for  tluur  order  and  their  accoimt  and  their  risk.  When  they  received  the  sluros  «^i 
stock  so  sold  they  would  transmit  a  check. 

The  Chairman.  All  that  is  a  matter  of  record,  is  it  not? 

Mr.  Laskky.  Oh,  yes;  it  is  all  a  matter  of  record.  1  said  that  th^is.*  officers  must 
have  known  that  these  were  transactions  of  the  bank,  and  that  they  had  an  objwt  t.» 
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conceal  the  fact  that  the  bank  had  so  deaU  in  stocks,  which,  to  my  mind,  was  evi- 
denced by  the  fact  that  some  of  the  officers  made  a  profit  out  of  tho83  transactions. 

Senator  Gronna.  Were  you  convinced,  Mr.  I^askey,  that  the  officers  individually 
made  a  profit  out  of  it? 

Mr.  Laskey.  Yes,  sir. 

►Senator  Gronna.  It  ha«  been  stated,  if  I  am  not  mistaken,  that  all  these  profits 
ultimately  went  back  to  the  bank.     Did  you  go  into  that  phase  of  it? 

Mr.  Laskey.  Yes,  sir.  For  years  they  had  ^ hat  they  called  a  "con^mission  account,'* 
and  the  bank  charged  a  commission  for  every  sale  or  every  purchase,  and  into  that 
commission  account  went  those  commissions.  Afterwards,  when  they  transferred 
from  the  commission  account  to  the  Glover- Flather  account,  those  commissions  were 
made  to  that  account.  There  was  a  transaction  in  191 1  in  which  the  bank  ordered  the 
purchase  of  140  shares  of  stock.  It  was  bought  on  that  day,  and  the  bank  was  notified 
of  the  purchase.  A  few  days  later  30  shares  of  the  stock  were  allotted  to  a  gentleman 
whose  name  I  do  not  recall.  The  other  1 10  shares  of  stock  remained  \nth  I^wis 
Johnson  &  Co.,  and  they  were  sold  some  8  or  10  days  after  that  at  a  profit  of  $705. 
That  profit  was  turned  into  the  Glover  <&  Flather  account. 

One  of  the  officers  of  the  bank,  II.  H.  Flather,  would  make  a  profit  for  himself  out 
of  the  transactions  of  the  bank.  For.  instance,  if  a  customer  of  tJie  bank  ordered  the 
purchase  of  a  gi\en  number  of  shares,  say  10  or  100  shares  of  stock  of  a  particular 
corporation,  that  order  was  sent  to  Lewis  Johnson  &  Co.  If  that  stock  went  up  the 
same  day,  there  was  a  selling  order  put  in  to  close  out  that  purchase,  and  another 
purchase  was  made,  the  customer  was  given  the  second  purchase,  and  the  profit 
derived  from  the  first  was  paid  to  Mr.  H.  II.  Flather. 

The  Chairman.  WTiat  is  your  authority  for  that  statement? 

Mr.  Laskey.  The  evidence  in  the  case. 

The  Chairman.  Did  the  court  so  find?  That  is  a  conclusion  you  drew  from  the 
evidence? 

Mr.  Laskey.  That  was  the  proof  in  the  caee. 

The  Chairman.  That  is  a  conclusion  you  drew  from  the  testimony  in  the  case? 

Mr.  Laskey.  It  is  a  fact  established  by  the  evidence  in  the  case. 

And  in  connection  with  Mr.  H.  H.  Flather^s  operations  I  also  ask 
your  attention  to  the  following  remarks  by  Mr.  Untermyer  on  the 
subject : 

1  said  to  Mr.  Cromwell,  as  I  stated,  that  the  bank  had  been  operating  this  stock- 
brokerage  business  with  the  assets  of  the  depositors  and  its  cashier  had  been  plainly 
guilty  of  dishonesty;  that  the  whole  thing  was  scandalous  and  a  pernicious  example, 
more  pernicious  because  it  had  succeeded  than  if  the  bank  had  failed  as  a  result  of  the 
Hf)eculation  of  its  ufl^rerB. 

The  Chairman.  Who  was  cashier  at  that  time?*  . 

Mr.  Untermyer.  Mr.  H.  11.  Flather  was  cashier.  Mr.  Ilogan  ptates  somewhere 
in  his  testimony  that  it  was  because  of  some  statement  I  made  in  open  court  (concern- 
ing the  operations  of  the  bank  that  he  felt  it  necessary  to  present  this  affidavit.  I 
think  ho  overlooked  the  fact  that  we  had  previously  presented  the  affidavit  of  a  man 
named  Ben  ret — v;bich  is  in  the  record,  and  I  assume  that  the  record  is  before  vou. 
We  picked  out  hurriedly  a  number  of  transactions  of  Mr.  H.  II.  Flather  in  which  he 
had  pocketed  the  money  of  his  customer.  For  instance,  he  was  the  <*a«hier,  and  the 
orders  for  the  stock  purchases  would  come  to  his  desk.  There  were  transactions  such 
as  this: 

A  customer  would,  we  will  say,  instruct  the  bank  to  sell  a  hundred  shares  of  Union 
Pacific  short.  If  within  an  hour  or  two  after  that,  Union  Pacific  went  down,  Mr. 
Flather  would  settle  on  his  own  account  for  that  transaction  and  take  the  profit,  either 
in  cjifch  or  in  a  chock,  and  then  he  would  buy  the  customer's  stock  at  the  larger  price, 
sf»  that  the  customer  would  not  get  all  the  Pjpfit- 

The  Chairman.  There  were  two  Me.-wrs.  Flather? 

-Mr.  Untermyer.  Mr.  H.  H.  Flather. 

The  Chairman.  Is  that  the  Flather  who  afterwarj^s  resigned? 

Mr.  Untermyer.  That  is  the  Flather  who  resigned  when  the  indictment  was 
handed  down,  and  it  was  eminently  necessary  that  he  should  resign.  That  sort  of 
thing  h?d  been  going  op  for  a  long  time.  I  (Jo  not  believe  the  other  officers  of  the 
bank  knew  anything  alx>ut  those  transactions.  There  was  no  evidence  that  they 
knew  it.     It  only  goes  to  show  the  perils  of  allowing  a  bank  to  nm  this  kind  of  a  busi- 
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nesB,  no  matter  how  much  money  it  makee  out  of  it .  I  have  no  doubt  that  the  national 
banks  of  this  c*ountry  could  make  fortunes  if  they  could  all  turn  themaelves  into  ntock 
brokerage,  real  estate  brokerage,  grain  brokerage,  produce  brokerage  houses,  and 
finance  everjbody  who  they  thought  was  responsible  with  proper  margins  in  those 
businesses.     I  think  thev  <*ould  make  great  fortunes  if  they  nad  good  judgment. 

Senator  Hexderrox.  In  the  illustration  you  have  just  gi^en,  do  you  hold  tbo 
bank  responsible  for  the  act  of  Mr.  Flather.  when  none  of  the  officials  as  you  say 
knew  about  it? 

Mr.  Untermyer.  In  a  seiiw*.  yes;  because  it  had  gone  on  for  a  long  period  of  yearn; 
and  because  of  this  fact,  thiit  e\ory  time  a  transaction  was  made  in  stocks  through 
the  Riggs  Bank,  a  memorandum  of  the  sale  or  purchase,  a  memorandiun  slip  from 
the  brokerage  house  would  come  to  the  bank,  and  a  statement  of  the  purchase  or  sale, 
or  whatever  it  might  1h>.  would  come  to  the  bank,  and  the  transaction  would  be  billed 
to  the  Riggs  Hank.  These  irau.sactions  were  ctmducted  upon  the  ciedit  of  the  Riggs 
lUink. 

It  seems  to  m.e  the  officers  mxii*\  have  lM»en  very  blind  or  derelict  in  duty  if  in  the 
<x)urse  of  time  they  failed  to  leani  of  what  was  going  on.  As  I  have  said,  I  do  not 
think  they  did.  Hut  a  man  could  l)ei"ome  president  of  a  bank,  go  off  to  Europe,  and 
spend  a  few  years,  and  i-ome  back  and  say  ''I  am  not  responsible  for  the  manage- 
ment of  this  bank,  although  I  loaned  it  my  name  and  my  presti^,  and  people  dealt 
i%*ith  the  bank  on  the  faith  of  them.  Hut  I  was  away  and  I  did  not  know  it.*'  I 
think  they  were  boimd  to  know  it. 

Senator  Fletcher.  The  evidence  shows  they  had  a  private  wire  to  the  cashier's 
desk  from  a  brokerage  office.     The  bank  officers  must  have  known  that. 

As  against  the  foregoing  statements  I  ask  your  attention  to  Mr. 
Hogan's  pretended  bland  and  child-like  expresaions  of  confidence  in 
his  client,  Mr.  Flather,  of  whom  he  says  in  nis  testimony  before  your 
committee,  in  referring  to  the  thoroiighly  proven  fraudulent  trans- 
actions, extending  through  several  years,  under  the  very  eyes  of  other 
officials  of  the  bank,  assisted  by  the  private  wires  running  to  Flather 's 
desk  in  the  bank: 

It  was  perfectly  inconceivable  and  !nil)elievable;  the  whole  thing  never  amou'Ued 
to  more  than  a  pittance.  ♦  ♦  ♦  it  ws»  utterly  inconceivable  that  Mr.  Flather 
was  not  telling  the  truth  when  he  denied  it. 

The  particular  ch-cumstances  under  which  the  affidavit  of  the  bank 
officials,  denying  that  the  Riggs  National  Bank  had  ever  bought  or 
sold  stocks,  was  filed,  gave  (ibundant  ground  for  the  suspicion  that 
it  was  filed  for  the  purpose  of  deceiving  the  court.  The  record  in 
the  equity  case,  page  360,  shows  that  Mr.  Untermyer  had  said  to 
the  court,  on  May  19: 

The  plaintiff  savs  that  it  was  conducting  this  businens  in  the  names  of  its  olFce.s 
and  that  it  was  donating  these  commissions  to  the  bank.  Those  are  not  tht*  laois 
as  the  record  now  shows.  The  nw-ord  shows  that  the  active  trader  was  the  Riggs 
National  Hank  and  that  the  account  on  the  books  of  Lewis  Johnson  &  Co.  was  an 
account  with  the  Riggs  National  Itenk  and  even  to  the  extent  of  short  sales    *    *    * 

The  Court.  You  say  that  on  the  books  of  l^ewis  Johnson  &  Co.  the  bank  apjjeared 
as  a  customer? 

Mr.  Untermyer.  Yes,  your  honor.  We  say  there  are  about  150  pages  of  the  e 
accounts,  of  which  we  have  only  a  imrt  here,  transactions  every  day.  numerous  Iran.  - 
actions,  wire  (X)nnection.  telephone  connection,  direct  telephone  cx)mrauiiication 
between  the  desk  of  Mr.  Henry  H.  Fli^ther  and  l^wis  Johnson's  firm,  and  repeated 
transactions  in  the  course  of  a  day.  Really.  1  think  it  is  a  moderate  statement  ti) 
sav  that  this  was  simply  a  stock  brokerage  shop  inside  of  a  bank;  and  whilst  I  am  care- 
fully avoiding  characterizing  these  transactions.  I  think  that  sort  of  business  s}>eaks 
for  Itself,  and  the  amount  of  money  that  may  l)e  made  on  it  is  immaterial.  To  say 
that  it  is  done  for  the  con^  enience  of  customere  is  not  acx^urate.  It  is  a  specious  argu- 
ment, because  the  accounts  show,  the  record  here  t^ows,  that  it  is  not  done  for  the 
account  of  the  customen;  it  is  done  for  the  ac*roui  t  of  outsiders.  And,  as  I  have 
stated  to  your  honor,  $3,600,000  of  these  loans  in  the  bank  aie  maigincKi  loans  on  stock 
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opc*rationj<  of  people  who  were  not  ciuitomors  of  the  bank  except  to  the  extent  of 
$24,000  of  accounts  altogether.  So  that  the  bulk  of  that  vast  amount  of  loans  carried 
by  the  bank  are  loans  carried  by  the  firm  of  Flather  &  Flathcr  on  account  of  stock 
speculations,  of  stock  transactions  for  people  who  could  not  have  been  ciiatomerB  of 
the  l)ank.  But  whether  they  are  customerb  of  the  bank  or  whether  they  are  not, 
they  ought  no  more  to  conduct  stock  speculations  through  the  bank  and  on  its  books 
than  they  ought  to  buy  their  groceries  or  their  dry  goods  or  make  their  bets  on  the 
races  through  the  bank.' 

As  e^idencing  still  further  the  legitimacy  and  the  importance  of  the  demands  con- 
tained in  the  letter  of  January  22,  1915,  the  refusal  to  comply  with  which  is  the  basis 
of  the  assessment  of  the  only  penalty  that  is  here  under  consideration,  your  honor  will 
ol)Berve  that  there  might  ha\  e  been  many  hiden  accounts  of  these  offitxjra  that  they  did 
not  disclose;  there  might  have  been  manv  accoiints  dumped  into  that  account  of 
Mather  &  Flather,  or  loese?  charged  off,  that  appertained  to  transactions  of  officers 
done  under  the  cover  of  dummy  names.  I  say  there  might  have  been.  There  was  no 
way  of  discovering  that,  and  there  is  and  will  "be  no  way  of  discovering  it  imtil  we 
know,  until  the  comptroller  (!an  get  at  those  transactions  that  were  so  conducted,  and 
get  at  them  imder  the  oaths  of  the  officers  of  this  bank,  through  the  call  that  he  made 
uj)on  them,  with  which  thev  have  persistently  refused  to  comply. 

Ah  illustrating  the  difficulty  of  dealing  with  a  transaction  of  this  kind  without  the 
fullest  opix)rtunity  on  the  part  of  the  comptroller  of  inquiring  into  it,  you  have  a  trans- 
action, among  others,  as  follows:  It  seems  that  in  the  Richardson  loan  there  was  a 
Jarj^c  amount  of  this  Capital  Traction  stock.  It  appears  from  the  papers  that  Mr. 
rilov<'r.  when  the  etock  waF  selling  at  about  $145  or  $150,  had  the  foresight  to  dispose 
of  his  stock,  or  of  (iOO  shares  of  it,  anyway,  and  at  that  very  substantial  sum.  lie  did 
not  deliver  his  stock,  hut  ho  delivered  the  stock  that  was  in  the  Richardson  loan,  and 
put  hit*  stock  in  the  Ric  hardaon  loan,  and  so  it  appeared  that  he  was  still  the  owner  of 
the  stock,  when  he  had,  in  fact,  dit>]:)osed  of  it;  and  his  prestige  in  the  company  con- 
tinued to  be  based  partly  on  the  fact  that  he  was  the  continuous  owner  of  that  stcck, 
when,  in  fact,  he  was  not.  It  was  Richardson's  stock.  If  that  stock  had  been  dis- 
)Kise(l  of  out  of  the  Richardson  loan,  they  would  not  have  had  to  charge  ott  $20,000 
of  the  Richardson  loan  into  the  Flather  &  Flather  account.  And  so  you  get  from 
illuritration.^  of  this  kind  some  faint  conception  of  the  irregularities  that  may  be  prac- 
ii<(Ml  by  the  officen^  of  the  bank  through  this  form  of  juggling  with  the  securities  in 
tlu»se  loans.  All  tho?e  are  matters  that  came  under  the  obfeer\'ation  of  the  comp- 
troller, and  that  may  have  and  rightly  should  have  to  some  extent  influenced  his 
action. 
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riic  following  (lay  Mr.  Bailoy,  couiisol  for  the  bank,  introduced  tho 
idlidavit  signed  hv  tho  bank  officials,  C.  C  Glovor,  W.  J.  Flather, 
and  fl.  H.  Flather.  at  the  instance  of  Mr.  Hogan,  and  in  doing  so 
inionned  the  coui*t  that  this  affidavit  showed  that  these  ofiicers 
**n(*v(»r  authorized  any  such  transactions  as  are  there  reported." 
(Pa<rc  177,  e(|uity  case.) 

Mr,  Ilogan  suKsequently  claimed  that  he  had  been  **misfortunate" 
in  the  "phraseology  '  used  by  him  in  framing  the  affidavit.  Tho 
indictment  for  willful  and  corrupt  perjury  followed  and  upon  trial, 
after  Mr.  Hogan  had  taken  the  stand  and  had  stated  that  the  affi- 
davit had  been  signed  by  the  bank's  officials  on  his  advice  as  counsel, 
th(»  officials  were  acquitted. 

After  there  had  been  put  in  evidenc^^  at  the  equity  tritil  documents 
)roving  that  the  Riggs  National  Bank  for  a  nuniber  of  years  had 
)cen  acting  as  brokers  in  the  purchases  and  sales  of  stocks;  that  tho 
ord(Ms  had  been  given  in  the  name  of  the  Riggs  National  Bank;  that 
notic<»s  of  transactions  had  been  sent  to  the  Riggs  National  Bank; 
that  checks  for  proceeds  had  been  given  to  the  Riggs  National  Bank 
and  all  settlements  made  in  the  name  of  the  Riggs  National  Bank, 
when  the  Riggs  attorneys  saw  that  tlie  affidavit  had  failed,  they  then 
and  only  then  dropped  the  contenti(m  to  which  they  had  so  tena- 
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ciously  clung  up  to  the  time  of  the  filing  of  that  affidavit,  to  wt. 
that  tne  Riggs  National  Bank  had  never  liad  any  such  transactions 
but  that  they  had  all  been  made  in  the  name  of  and  by  *'its  officers/' 
and  thereupon  thev  took  the  position  that  they  no  longer  denierf 
that  the  Riggs  Bank  was  conducting  those  stock  operations,  but  thev 
claimed  that  the  affidavit  intended  to  say  not  that  the  Riggs  Bank 
was  not  acting  as  broker  but  that  the  Riggs  National  Bank  was  not 
buying  and  selling  stocks  for  itself  on  its  own  ac<;ount.  It  was  upon 
that  strained  interpretation  of  the  affidavit  that  they  sought  excul- 
pation at  the  perjury  trial. 

The  testimony  of  the  bank  officials  during  the  investigations  of  this 
office  has  been  extremely  contradictory ;  exhibits  have  neen  inserted 
in  the  record  showing  that  the  bank  advertised  distinctly  that  it 
bought  and  sold  bonds  and  stocks,  and  the  bank's  letter  to  the 
comptroller's  office  in  October,  1913,  also  admitted  that  this  business 
was  being  done  by  the  bank  for  its  customers,  but,  when  under  the 
present  comptrollership  the  examiner's  investigation  followed,  the 
bank  officials  first  claimed  that  the  bank  was  not  doing  the  brokerage 
business  but  that  only  the  officers  of  the  bank  were  doing  it  on  their 
individual  accounts  and  that  they  had  received  the  commissions  per- 
sonaUy  and  had  paid  income  taxes  upon  them. 

In  referring  to  the  testimony  of  Mr.  Jesse  C.  Adkins,  who  appeared 
before  this  committee  and  showed  how  the  funds  and  credit  of  the 
Riggs  National  Bank  were  used  in  the  stock  transactions  carried  on 
with  Lewis  Johnson  &  Co.,  Mr.  Hogan  stated  that  the  credit  of  thf* 
bank  could  not  have  been  used  because  dealing  in  stocks  was  ultra 
vires  the  powers  of  a  national  bank,  and  therefore  no  one  could  have 
held  the  Kiggs  National  Bank.  Whether  or  not  the  Riggs  National 
Bank  could  nave  been  held  if  a  dispute  had  arisen  is  beside  the  point. 
As  a  matter  of  fact,  the  funds  and  credit  of  the  bank  were  used  when 
stock  was  purchased  by  the  bank  or  its  officers  through  Lewis  Johnson 
&Co. 

It  has  been  proven  that  large  sums  of  money  belonging  to  the  bank 
were  used  in  carrying  the  stocks  purchased  by  the  banK  for  its  cus- 
tomers and  for  the  bank's  officials.  As  an  illustration  of  this,  atten- 
tion is  called  to  the  report  of.  Examiner  Reeves,  October  15,  1913, 
wherein  it  is  stated  that  the  bank  at  that  time  was  carrying,  improp- 
erly in  its  cash,  some  hundreds  of  shares  of  speculative  stocks  pur- 
chased for  different  customers  aggregating  $55,572.86,  including  200 
shares  of  American  Can  stock,  $6,562,  carried  for  President  Glover. 
This  means  that  the  bank  had  over  $55,000  of  its  monev  at  that  very 
time  unlawfully  locked  up  in  these  speculative  stocks  (for  which  the 
customers  had  neither  given  checks  nor  notes),  in  addition  to  mil- 
lions of  dollars  which  it  was  lending  to  various  customers  on  miscel- 
laneous securities,  largely  bought  oy  the  bank,  and  as  the  records 
show  the  great  bulk  of  these  loans  were  made  to  parties  who  prac- 
tically had  no  deposit  balances  whatsoever  with  the  bank,  and,  in  a 
number  of  instances,  were  overdrawn. 

Mr.  Hogan  introduces  extracts  from  the  testimony  given  in  the 

Eeriury  trial  to  show  that  the  other  national  banks  in  the  District 
aa  accounts  with  the  firm  of  Lewis  Johnson  &  Co.     His  statements 
are  disingenuous  and  misleading  and  fully  answered  in  my  letter 
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addressed  to  this  committee  on  August  30,  in  which  I  embodied  a 
letter  from  Examiner  Trimble  which  completely  answers  Mr.  Hogan's 
misstatements  in  this  connection,  and  I  ask  special  attention  to  the 
following  extract  from  that  letter  of  Bank  Examiner  Trimble  to 
which  I  referred: 

Some  of  the  other  national  banks  in  this  city  would  acca8ionally  transmit  orders  for 
their  customers  for  the  purchase  or  sale  of  stocks  or  bonds;  and  in  the  case  of  purchases 
the  funds  for  the  purchase  would  generally  be  provided  bv  the  customer  in  advance  of 
the  purchase.  In  the  (rase  of  sale,  the  stock  would  be  delivered  to  the  bank  by  the 
customer  with  instructions  to  have  the  same  sold  and  credit  the  entire  proceeds  to  his 
account:  but  no  other  national  bank  in  the  District,  as  far  as  I  have  been  able  to  dis- 
cover, ever  (tarried  on  the  stpck  business  in  the  irregular  and  unlawful  manner  so  long 
followed  by  the  Kiggs  NationaJ  Bank,  nor  did  they  openly  or  secretly  conduct  such  a 
businc^5S. 

Besides  the  active  use  of  the  bank's  funds  and  credit  in  these  stock 
transactions,  attention  is  called  to  the  several  speculative  accounts 
which  were  also  carried  with  Lewis  Johnson  &  Co.  by  several  of  the 
bank's  officers.  The  cashier  of  the  bank  in  addition  to  a  speculative 
account  in  his  own  name,  in- order,  apparently  more  eflfectually  to 
conceal  his  operations,  carried  an  account  with  the  same  firm  in  the 
fictitious  name  of  *' Henry  Hepburn.''  This  is  possibly  also  one  of 
the  incidents  which  Mr.  Hogan  shrank  from  having  made  public. 

When  these  stocks  were  delivered  by  Lewis  Johnson  &  Co.  at 
the  teller's  window  of  the  bank,  Lewis  Johnson  &  Co.  would  re- 
ceive immediate  credit  on  their  pass  book  and  the  bank  would  place 
the  amount  of  the  purchase  price  to  the  credit  of  Lewis  Johnson  & 
Co.  on  its  individual  deposit  ledgers  and  the  stocks  were  in  many 
cases  then  placed  in  the  cash  drawer  as  an  offset  to  the  amount  that 
had  been  credited  to  Lewis  Johnson  &  Co.  and  remained  in  the  cash 
drawer  of  the  bank  as  an  asset  of  the  bank,  until  subsequently  taken 
out  either  by  checks  of  customers  of  the  bank  or  until  payment  was 
provided  for  by  the  execution  of  notes  by  customers  in  sufficient 
amounts  to  pay  for  the  stocks.  Instances  were  shown  where  these 
stocks,  the  purchase  price  of  which  had  been  credited  to  Lewis  John- 
son &  Co.  on  the  books  of  the  bank,  were  carried  as  cash  items  in  the 
cash  drawer  of  the  bank  for  many  days  and  in  some  instances  for 
weeks  at  a  time. 

Concerning  the  stock  brokerage  business  done  by  the  bank,  Mr. 
I'ntermyer  in  his  testimony  before  your  conmiittee  on  July  28,  said: 

*    *    *    it  was  a  business  with  which  a  national  bank  had  no  right  to  be  concerned. 
'^Hie  testimony  continued: 

Senator  Page.  No  losses  ever  grew  out  of  this  class  of  transaction,  I  believe  you  tell 
ine? 

Mr.  Untermyer.  I  do  not  know  as  to  that.  I  think  there  were  small  losses.  But 
that  (lid  not  i»een)  to  me  to  afTet*t  the  Question  at  all  because  if  one  national  bank  could 
be  a  brokerage  shop  and  have  the  gooa  management  to  make  no  losses,  why  could  not 
other  national  })ankH  run  brokera^  sho|)s  with  less  judgment  and  less  ability,  and 
wreck  the  bank? 

Senator  Pac;  e  .  I  was  simply  thinking  about  the  final  results  of  the  whole  transaction . 

Mr.  Untermyer.  Of  course,  I  look  back  of  the  results.     I  am  looking  at  the  princi- 
ple of  the  thing.     It  was  essentially  and  fundamentally  wrong  in  principle.     But  I 
lelt  that  these  men  had  drifted  into  it,  at  a  time  when  the  ethic?!  financial  standards 
wen'  very  different  from  what  they  became  in  later  years. 
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The  Chairman.  Other  banics  in  Washin<^ton  were  doing  the  same  thiug  in  a  smaller 

WJIV? 

Mr.  UxTERMYER.  I  had  never  heard  of  it.  I  do  not  know  of  any  bank  in  New  York — 
much  a8  has  been  said  against  high  finance  in  New  York,  and  much  as  may  be  iustlv 
said  against  It— that  ran  a  brokerage  shop  with  the  officers  of  the  bank,  financed  with 
the  funds  of  depositors  of  a  national  bank.  I  think  Mr.  Williams  performed  a  hiish 
public  service  when  he  stopped  that  sort  of  thing. 

I  shall  now  submit  proof  of  the  complete  falsity  of  •statements 
made  before  your  committee  on  September  5  by  Mr.  Hogan  when  he 
claimed  that  certain  purchase  and  sales  slips  and  notices  relating  to 
stock  transaction  between  the  bank  and  tne  firm  of  Lewis  Johnson 
&  Co.  had  been  fully  preserved  and  never  destroyed,  despite  the 
testimony  previously  given  by  Vice  President  Flather  that  tney  had 
been  '*  thrown  away.'' 

Mr.  Hogan,  in  his  testimony  on  September  5  before  your  commit- 
tee, in  referring  to  my  letter  to  the  committee  dated  August  12,  said: 

I  am  going  to  read  to  you,  in  italics,  on  page  13 — listen  to  this — August  12,  1919: 

**  Allow  me,  Mr  C'hairman,  to  impress  upon  your  committee  the  extremely  suegestive 
fac^t  that  those  notices  which  the  bank's  officers  claim  were  destroyed  were  the  \er>- 
documents  which  would  have  aided  in  establishing  the  guilt  of  Mr.  Uoean's  particular 
client,  Mr.  H.  II.  Flather,  the  bank's  cashier,  in  connection  with  the  criminal  trans- 
actions with  the  customers  of  the  bank.'* 

Senators,  first,  those  papers  were  not  destroyed;  second,  John  Skelton  Williams  knew 
they  were  not  destroyed;  third,  those  papers — I  produce  here  one  bundle  of  them — 
were  produced  in  court  bv  the  officers  oi  the  bank  when  they  were  on  trial  for  j>or]ury , 
and  in  open  court,  day  aher  day,  when  the  district  attorney  called  for  any  one  of  thoc«e 
advices  from  Lewis  Johnson  A  (V).,  addressed  to  the  Riggs  National  Bank,  showing 
transactions  in  sto(!k,  1  produced  the  advices  and  handed  them  to  the  district  attorney 
and  the  newspapers  commented  on  the  fact  that  it  appeared  at  times  that  Mr.  Hoguh 
was  assisting  the  district  attorney,  so  promptly  were  tne  papers  furnished. 

Senator  IIenderson.  Are  those  papers  referred  to  in  that  statement  just  read? 

Mr.  Hogan.  Yes;  precisely;  not  only— Senator  Henderson,  that  statement  which 
he  makes  now— not  only  were  they  produced  in  court,  but  Mr.  James  Trimble,  national- 
bank  examiner,  who  has  been  in  this  room  every  day  of  these  hearings,  with  his  assist- 
ants, hetw<»en  May,  1915,  and  December,  1915,  examined  in  the  board  room  of  the 
Riggs  National  Bank,  every  one  of  these  papers,  and  every  one  of  them  bore  in  green 
pencil  a  number  placed  on  them  by  Mr.  James  Trimble,  or  one  of  his  assistants,  which 
number  corresponds  with  a  number  placed  by  Mr.  Trimble,  or  one  of  his  as;»istants,  on 
the  transcript  of  Lewis  Johnson  &  Co.'s  ledger  accounts,  showing  the  same  transacuon. 
Mr.  Trimble,  reporting  daily  to  the  comptroller,  spending  months  with  his  officials 
going  over  every  one  of  these  paT)er8,  not  only  found  them — may  I  show  you.  Senator 
Henderson,  the  little  mark  on  t^em,  those  little  marks  on  there.  The  green  marks 
are  put  on  there  by  one  of  the  bank  examiners,  not  by  us. 

But  he  knew  they  were  not  de^^troyed;  that  they  were  not  only  not  destroyed,  but 
every  one  of  them  was  found  in  the  cellar  of  the  bank,  where  they  had  l>een  pile<l  up. 
They  ran  bacrk  several  years. 

*«♦««♦♦ 

Senator  Henderhon.  As  I  understand  it,  he  claims  (rertain  records  were  de«troye<l, 
and  that  you  have  produced  these  to  show  they  were  not? 

Mr.  HooAN.  Yes. 

Senator  Hender80xN.  Were  any  records  at  all  destroyed? 

Mr.  Hogan.  None.  Put  that  as  strong  as  you  can.  Borrow  Williams's  italics  for 
it.  Get  shrieking  capitals.  Put  it  in  the  record  upon  my  word  as  a  member  of  your 
profession  and  a  citizen  of  your  country — none. 

In  reply  to  these  statements  of  Mr.  Hogan,  I  desire  to  call  the 
attention  of  the  committee  to  the  transcript  of  the  record  of  what 
has  been  referred  to  as  the  **  perjury  case  against  certain  officials 
of  the  Riggs  National  Bank — pages  1062,  1063,  and  1065,  showing 
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the  cross-examination  by  Mr.  Hogan,  attorney  for  the  defendants^ 
of  Witness  James  Trimble,  nationSi-bank  examiner. 

Mr.  Hog  AN.  I  see.  When  you  found  these  advices  and  bills  they  were  down  in  the 
cellar,  were  they  not? 

Mr.  Trimble.  Yes;  down  in  the  basement. 

Mr.  Hog  AN.  You  found  verv  few  advices  for  the  year  1912? 

Mr.  Trimble.  At  that  time  1  did  not  assort  them  as  to  years. 

Mr.  Hog  AN.  But,  as  a  matter  of  fact,  is  it  not  true  that  you  found  very  few  ad\ices 
at  any  time  after  the  year  1912,  either  at  that  time  or  any  other  time  while  you  were 
in  the  bank? 

Mr.  Trimble.  We  found  quite  a  munber,  but  I  could  not  say  as  to  how  many. 

Mr.  HooAN.  You  do  not  remember  that  you  found  very  few  as  to  1912? 

Mr.  Trimble.  No,  sir;  I  could  not  say  that. 

Mr.  Hog  AN.  You  do  not  remember  that  you  found  none  as  to  1913? 

Mr.  Trimble.  1  think  we  did  find  some. 

Mr.  Hog  AN.  Advices  of  1913? 

Mr.  Trimble.  I  can  not  distinguish  between  advices  and  bills  from  memory. 

Mr.  Hog  AN.  Then  you  do  not  know  the  fact  to  be  now  that  you  did  not  find  any 
advices  for  1913  and  very  few  for  1912,  whereas  you  found  a  good  many  of  them  for 
1910  and  1911?    What  do  you  say  as  to  that  fact? 

Mr.  Trimble.  Will  you  state  that  again? 

Mr.  Hog  AN.  Is  it  not  a  fact  that  you  found  no  advices  for  1913  and  very  few  for 
1912,  but  quite  a  large  number  for  1910  and  1911?    I  am  talking  about  advices  now. 

Mr.  Trimble.  I  would  not  distinguish  from  memory  as  to  what  were  advices  and 
what  were  bills  on  the  table  at  the  time  I  made  the  discovery  of  those  advices  and 
bills. 

««««««« 

Mr.  Hog  AN.  You  endeavored,  did  you  not,  to  trace  down  each  one  of  the  trans- 
actions that  you  found  on  the  accounts  of  Lewis  Johnson  &  Co.  in  the  name  of  the 
RiRgs  National  Bank? 

Mr.  Trimble.  We  endeavored  to  trace  them  from  their  inception  to  the  end. 

Mr.  HoGAN.  In  the  doing  of  that  is  it  not  a  fact  that  there  were  a  large  number  of 
cawes  where  you  did  not  find  any  advices  in  the  bank? 

Mr.  Trimble.  Yes;  there  were  a  good  many  cases  where  we  did  not  find  advices. 

Mr.  HoGAN.  And  there  were  a  great  many  cases  also  where  you  did  not  find  bills? 

Mr.  Trimble.  Yes;  there  were  a  good  many. 

I  also  refer  to  the  same  record — pages  698  and  699 — in  the  exam- 
ination by  Mr.  Hogan  of  Edwin  D.  Flather,  an  employee  of  the 
Riggs  Bank  and  brother  of  Cashier  Flather. 

Mr.  UoGAN.  There  are  a  great  many  advice  slips,  particularly  in  the  years  1912 
and  1913 — and  by  **advice  slips"  I  mean  these  advices  from  Lewis  Johnson  &  Co. — 
in  which  I-.ewis  Johnson  &  Co.  says,  "We  have  this  day  for  your  accoimt  and  risk 
bought  or  sold  the  stock.  Lewis  Johnson  &  Co.**  A  great  many  of  them  are  missing. 
1  will  ask  you  if  it  was  not  a  fact,  during  the  last  several  years,  before  this  business 
was  abandoned,  1912  and  1913  particularly,  that  those  were  put  on  a  spindle  under 
the  desk? 

Mr.  Flather.  It  was. 

Mr.  Hogan.  And  to  keep  them  there  until  the  transaction  was  closed? 

Mr.  Flather.  That  is  quite  right. 

Mr.  Hogan.  And  then  they  were  thrown  away? 

Mr.  Flather.  They  were. 

Mr.  Hogan.  These  were  used  also  as  a  memorandum  of  the  transaction  while  it 
was  an  open  transaction? 

Mr.  Flather.  Just  a  memorandiim  of  the  transaction. 

Mr.  Archer.  Is  that  the  transfer  slip  you  refer  to,  Mr.  Hogan. 

Mr.  Hoc; AN.  No.  sir:  the  advice  slip.  That  is,  whoever  nappened  to  be  at  your 
counter  would  keep  them  there  in  the  last  few  vears,  for  which  time  they  are  all 
apparently  missinp.  or  most  of  them.     They  werelcept  on  a  spindle? 

Mr.  Flather.  Yes,  sir. 
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Mr.  Hog  AN.  And  then  from  time  to  time  th*  spindle  was  emptied  and  they  were 
thrown  away? 
Mr.  Flather.  Just  as  it  filled  up  I  would  throw  them  away. 
Mr.  HooAN.  By  a  ''spindle**  you  mean  one  of  these  wire  files? 
Mr.  Flather.  A  wire  file;  yes,  sir. 

»«»»»«■  «■ 

I  also  refer  you  to  the  same  record — pages  814,  815,  840,  and  524 
and  525,  covering  the  examination  by  Mr.  Archer  of  W.  Morris 
Lammond,  a  witness  for  the  United  States. 

Questions  by  Mr.  Archer,  assistant  United  States  attorney. 

Answers  by  Mr.  W.  Morris  Lammond.  a  witness  for  the  United 
States. 

Mr.  Archer.  1  ask  you  for  the  advice  under  date  of  Januar\'  29.  1915.  and  the  hit  1 
for  2(M)  shares. 
Mr.  IIooAK.  No.     1913,  is  it  not? 
Mr.  Archer.  Yes. 
Mr.  HooAN.  No  advice. 

Mr.  Archer.  1  want  now  the  advice  to  the  hank  of  July  22.  1913. 
Mr.  HooAN.  We  have  no  such  paper. 

•  «««««  * 

Mr.  Archer.  Heferrine  to  Gxhihit  W.  Nos.  1,  2,  3.  4,  and  5,  1  ask  the  witn€<«  if 
those  papers  are  imKluced  from  the  files  of  Lewis  Johnson  <&  Co.  imder  subpopna? 

Mr.  Lammond.  Yes;  thev  were. 

Mr.  Archer.  1  ask  that  these  he  marked. 

Mr.  Archer.  I  ask  the  witness  to  refer  to  the  ledger  account  l>efore  him  under 
date  of  June  Itt,  1913,  and  say  if  thoare  is  a  reference  to  100  steel  and  100  steel  on  the 
purchase  side  of  the  accoimt? 

Mr.  Lammond.  Yes,  sir;  there  is. 

Mr.  Archer.  Read  it. 

Mr.  Lammond.  1913,  June  IH,  lx>ught  100  steel  at  53,  $5,312.50;  100  sU^l  at  5:U, 
$5,400. 

Mr.  Archer.  I  ask  for  the  advice  under  date  of 

Mr.  HooAN.  We  proved,  Mr.  Archer,  that  1912  and  1913  advices  were  m»t  kept. 

To  summarize,  Mr.  Hogan  said  in  the  examination  on  September 
5,  in  his  testimony  before  your  committee,  when  asked  by  Senator 
Henderson  ''Were  any  records  at  all  destroyed?'' 

Mr.  llooAN.  None;  put  that  as  strong  as  you  can.  Borrow  Willianis's  italics  for  it . 
Get  shrieking  capitals.  Put  it  in  the  record  U|>on  my  word  as  a  meml>er  of  your 
own  profession  and  a  citizen  of  your  country — none. 

He  further  said:  ''Every  one  of  them  were  found  in  the  cellar  of 
the  hank  where  they  had  been  piled  up."  And  again:  **  Every  one  of 
them  were  for  months  in  the  nands  of  the  comptroller  through  his 
national-bank  examiner  working  up  this  perjury  ca.se." 

()ii  May  18,  1916,  Mr.  Hogan,  in  the  perjury  case,  when  requested 
by  Mr.  Archer  to  furnish  one  of  the  advices  referred  to,  said:  *' We 
proved,  Mr.  Archer,  that  1912  and  19 L'^  advices  were  not  kept." 

And  on  May  16,  1916,  in  the  same  case,  Mr.  Archer,  in  aadressing 
M.  Hogan,  said:  '* I  want  the  advice  to  the  bank  on  July  22,  1913." 

Mr.  Hoean  replied:  "We  have  no  such  paper." 

Mr.  Arcner  said:  **I  understand  your  answer  is  that  you  have  ni)t 
that  paper." 

Mr.  Hogan  replied:  '*That  is  what  I  said;  yes." 
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On  September  S,  1919,  Mr.  Hogan,  in  testifying  before  youF  com- 
mittee, in  referring  to  all  of  these  advices,  said: 

\fr.  James  Trimble,  national-bank  examiner,  who  has  been  in  this  room  every 
day  of  these  hearings,  with  his  assistants,  between  May,  1915,  and  December.  1915, 
examined  in  the  board  room  of  the  Riggs  National  Bankevery  one  of  these  papers,  and 
every  one  of  them  bore  in  green  pencil  a  number  placed  on  them  by  Mr.  James  Trimble, 
or  one  of  his  assistants,  whicli  number  corresponds  with  a  number  placed  by  Mr. 
Trimble  or  one  of  his  assistants,  on  the  transcript  of  Lewis  Johnson  &  Co.'s  ledger 
accounts,  showing  the  same  transaction.  Mr.  Trimble,  reporting  daily  to  the  comp- 
troller, spending  months  with  his  officials  going  over  every  one  of  these  papers,  not 
only  found  them — may  I  show  you,  Senator  Henderson,  the  little  mark  on  them, 
those  little  marks  on  there;  the  green  marks  are  put  on  there  by  one  of  the  bank  exam- 
iners.  not  bv  us. 

On  May  18,  1916,  in  the  trial  of  the  perjury  case,  the  following  col- 
loquy took  place  between  Mr.  Archer  and  Mr.  Hogan : 

Mr.  Archer.  Gentlemen,  have  you  the  advice  of  Sej>tember  28  and  bill? 
Mr  H()(JAN.  Which  one  did  vou  want  now? 
Mr.  Archer.  The  advice  and  bill. 
Mr.  Hoc; AX.  For  how  many  shares? 
Mr.  .\rchkr.  For  100. 
Mr.  HooAN'.  At  what  price? 
Mr.  Archkr.  At  57|. 
Mr.  FIooAN.  Here  it  is. 

Mr.  Archer.  I  ask  that  that  be  marked  for  identification  Exhibit  X,  No.  6.    Now, 
the  bill.  Mr.  Hogan. 
Mr.  HociAN.  Do  you  want  the  handwriting  on  that? 
Mr.  Archer.  Y^;  if  there  is  some,  except  the  ereen  pencil. 
Mr.  Hog  AX.  Oh,  yes.    Those  are  just  my  numbers,  numbered  for  my  guidance. 

Mr.  Hogan,  in  his  testimony  on  September  5,  states  that  while  Mr. 
W.  J.  Flather,  testifying  from  memory,  stated  that  some  of  the 
papers  mentioned  were  destroyed  after  being  placed  on  a  spindle, 
that  they  were  subsequently  found,  and  '*  every  one  of  them  were  for 
months  in  the  hands  of  the  comptroller  through  his  national  bank 
examiner  working  up  the  perjury  case;''  and  yet  it  appears  from  Mr. 
Hogan 's  own  statements  in  his  conduct  of  the  trial  of  the  perjury 
case  that  the  said  papers  for  1912  and  1913  were  not  kept,  and  that 
certain  designates!  papers  called  for  by  the  United  States  in  that 
trial  could  not  be  producetl,  Mr.  Hogan  stating,  ''We  have  no  such 
papers/'  as  shown  by  the  above  citations  from  the  record. 

The  statements  of  Attorney  Hogan,  in  May,  1916,  are  submitted 
and  relied  upon  as  a  complete  denial  and  contradiction  of  witness 
Hogan  in  September,  1919. 

Your  attention  is  called  to  the  fact  that  Attorney  Hogan  claims 
that  all  of  the  purchase  and  sales  slips  and  notices  which  he  stated 
before  vour  committee  w^ere  still  intact  and  not  destroved,  were  the 
same  notices  which  he  told  you  he  presented  in  court  during  the  per- 
jury trial,  at  which  time,  however,  as  shown  from  the  above  examina- 
tion of  Messrs.  Trimble,  Flather,  and  Lammond,  he — Hogan — spe- 
cifically, clearly  afid  unequivocallv  informed  the  court  and  the  jury 
that  the  notices  covering  a  considerable  period  had  not  been  kept — 
had  been  *' thrown^  away"  and  were  '* missing'' — and  that  for  that 
reason  he  w^as  unable  to  present  them  to  the  jury. 

You  will  also  note  that  the  ** green  marks'^  which  Attorney  Hogan 
on  May  18,  1916,  stated  were  put  upon  the  notices  by  him  for  his 
guidance,  are  the  same  green  marks  which  witness  Hogan,  on  Sep- 
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tember  5,  informed  your  committee  had  been  put  upon  these  notices 
by  Bank  Examiner  Trimble  to  identify  them. 

Mr.  Hogan^s  statement  to  your  committee  on  this  subject  are. 
therefore,  a  direct  contradiction,  without  an  alteration  in  existing 
facts,  of  the  statements  which  he  made  before  the  jury  in  May,  1916, 
in  endeavoring  to  secure  the  acquittal  of  the  three  bank  oifficers  who 
had  been  indicted  for  currupt  perjury  for  signing  the  affidavit  pre- 
pared for  them  by  their  attorney,  Mr.  Hogan. 

Oh,  what  a  tangled  web  we  weave, 
When  first  we  practice  to  deceive. 

At  the  February  hearings  Senator  Weeks  asked  if  the  large  in- 
crease which  has  taken  place  in  the  deposits  of  the  Ri^gs  Bank  since 
the  time  of  the  investigation  by  this  office  in  1914  woiudn't  ''indicate 
that  the  public  in  Washington,  notwithstanding  all  that  had  taken 
place  in  the  courts  and  all  the  publicity  that  has  been  given  to  this 
case,  had  implicit  confidence  in  the  officers  of  the  bank?'' 

My  reply  was: 

I  think  that  it  indicates  that  the  public  who  have  money  to  deposit  realize  that 
the  Ri^  National  Bank  and  other  banks  have  been  closely  watched  and  elopeiy 
scrutinized,  and  they  feel  that  with  the  experience  of  the  past  and  the  promises 
which  have  been  made  to  this  office,  which  were  made  public  at  that  time — and.  in 
fact,  were  given  a  good  deal  of  publicity — will  probablv  make  that  bank  safer  than 
it  ever  was  before — a  safer  place  for  deposits.  I  will  also  add  that  information  has 
come  to  me,  indirectly  usually,  that  the  directors  of  the  RiOT  National  Bank,  or  at 
least  some  of  the  directors  of  the  Riggs  National  Bank,  feel  deeply  gratified  over  the 
good  that  was  done  that  bank  bv  the  Comptroller  of  the  Currency  in  clearing  up  the 
speculative  elements  and  irregufar  transactions,  which  they  were  required  to  aboli^sh. 
taking  out  private  wires  and  stock  speculations,  and  things  of  that  sort;  and  they  real- 
ized tnat  they  were  making  a  mistalce  in  those  times,  and  are  probably  making  more 
mone)^  now  by  obeying  the  law  than  they  did  before  in  disr^arding  the  law.  And 
Examiner  Trimble,  who  has  made  several  examinations  of  that  bank  and  who  has 
been  thrown  in  contact  with  its  officers  and  directors,  has  expreeeed  himself  to  me  of 
that  effect,  as  reflecting  the  views  given  to  him  by  the  officers  with  whom  he  lias 
come  in  contact. 

Senator  Henderson.  Your  action,  then,  Mr.  Williams,  instead  of  injuring  the 
bank,  has  helped  it? 

Mr.  WiLLTAMS.  I  am  not  certain  that  it  has  not  saved  the  bank.  Senator. 

Senator  Weeks.  Do  you  think  they  were  gratified  at  the  expenditure  of  $100,000? 

Mr.  Williams.  I  think  they  have  made  a  great  deal  more  than  $100,000.  which 
they  claim  to  have  spent  in  connection  with  that  litigation,  by  the  removal  of  elements 
of  danger  which  were  heading  them  in  the  wrong  direction. 

*  *  *  '         *  «  «  • 

Senator  Weeks.  Was  there  any  loss  on  accoimt  of  the  loans  made  by  officers  or 
emplovees  of  the  bank? 

Mr.  Williams.  Oh.  I  don't  recall  as  to  whether — yes;  I  will  say  there  was  an  atmos- 
phere of  speculation  in  the  bank  at  that  time  whicli  was  exceedingly  unhealthy.  At 
a  previous  hearing  reference  has  been  made  to  one  case  where  a  note  teller,  I  believe, 
embezzled  fifty  or  sixty  thousand  dollars  of  the  bank's  money.  I  presume  he  felt 
that  as  the  officers  of  the  bank  were  speculating,  that  the  president  of  the  bank  wac? 
buying  and  selling  stocks,  and  the  vice  president  was  buying  and  selling  stocks,  and 
others,  that  he  could  speculate  also.  The  result  was  that  there  was  an  embezzlement : 
in  fact.  I  think  there  had  been  two  embezzlements  in  that  bank  from  time  to  time  in 
the  past.  But  that  was,  as  I  say,  I  think,  the  example  of  having  officers  of  the  hank 
engaged  in  stock  speculation,  which  was  an  exceedingly  unhealthy  one  for  the  bank. 

I  think  that  I  was  abundantly  justified  in  malang  the  statement 
which  I  made  to  the  Senate  committee  at  that  time,  when  I  said: 

I  feel  that  the  best  thing  that  ever  happened  to  the  Riggp  National  Bank  was  the 
requirements  which  were  made  by  this  office  that  those  practices  should  entirelv 
cease. 
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I  now  beg  leave  to  present  for  your  consideration  official  figures 
which  are  offered  for  corroboration  of  the  view  that  I  expressed  at 
that  time.  In  my  letter  to  your  committee  of  July  29,  1919,  printed 
on  page  730  of  these  hearings,  I  showed  that  for  the  10-year  period 
from  June,  1904,  to  June,  1914,  **  resources  of  the  Riggs  National 
Bank  only  increased  from  $12,699,000  to  $15,066,000,  an  increase  of 
only  18.64  per  cent.'' 

In  my  letter  to  your  committee  of  August  1,  1919,  I  showed  you 
that  the  total  resources  of  all  the  other  banks  in  the  District  of  Colum- 
bia had  increased  in  the  same  10-year  period  114.07  per  cent. 

In  my  letter  of  July  29, 1919, 1  also  showed  you  that  lor  the  five-vear 
period  irom  June  30,  1914,  to  May  12,  1919,  the  resources  of  all  the 
national  banks  in  the  Unitesd  States  increased  from  $11,482,191,000  to 
$20,824,991,000,  or  81,37  per  cent,  and  in  that  same  period  the  re- 
sources of  the  Riggs  National  Bank,  under  improved  conditions  of 
management,  with  its  unlawful  operations  abated,  had  increased  from 
$15,067,000  to  $27,616,000,  an  increase  of  83.29  per  ceYit. 

This  record  means  that  for  the  10-year  period  from  1904  to  1914, 
while  the  bank  was  operating  in  violation  of  law  and  in  disregard 
of  the  requirements  oi  the  comptroller's  office;  while  the  activities 
of  its  officers  were  largely  devoted  to  stock-market  and  real  estate 
operations,  the  percentage  of  increase  in  resources  shown  by  the 
Riggs  National  Bank  was  less  than  one-sixth  the  percentage  of  in- 
crease shown  bv  all  the  national  banks  of  the  District  of  Columbia 
and  about  one-iourth  of  the  increase  shown  by  all  the  national  banks 
in  the  country  for  the  same  period.  But  for  the  five-year  period 
from  June,  1914,  to  May,  1919,  after  the  unlawful,  pernicious,  and 
dangerous  practices  which  had  been  in  vogue  before  this  office  took 
hold  of  the  situation,  were  stopped  and  the  bank  required  to  con- 
form to  the  practices  and  requirements  of  sound  banking,  the  stand- 
ing of  the  bank  was  strengthened  and  its  resources  increased  in  the 
five-year  ])eriod  by  a  percentage  slightly  greater  than  the  increase 
shown  by  all  the  national  banks  in  the  United  States  for  the  same 
period. 

As  an  explanation  of  the  slow  growth  of  the  bank  in  the  10-vear 

Eeriod  prior  to  1914,  during  whicli  the  other  national  banks  of  the 
district  had  increased  their  resources  114  per  cent,  I  said  in  my 
letter  to  vou  of  Jalv  29,  1919: 

1  8tat<xl  U)  y<nir  committee  that  in  my  judgment  the  bank*8  slow  growth  prior  to 
1914  was  due  largely  to  the  fact  that  the  energies  and  activities  of  the  bank's  omcere — 
President  (J lover  and  Vice  Presidents  Ailes  and  Flather,  and  Cashier  H.  II.  Flather, 
and  of  r)t}ier  officers  and  employees — ^were  bein^  devoted  to  their  brokeraj^e  and  specu- 
lative activities  and  interests,  while  the  baukuig  features  of  the  institution  had  been 
n^lecte<l  or  sacrificed. 

I  a!8 )  suggested  that  the  bank's  growth  for  the  past  five  years  was  due  in  large  part 
t)  the  fact  tnat  the  bank  had  ceased  its  irr^fular  and  unlawful  practices  and  that  the 
time  and  energies  of  its  officers  were  being  more  properly  devoted  to  the  real  interests 
of  the  hank. 

With  this  record  to  substantiate  my  judgment  in  the  premises,  I 
again  beg  leave  to  emphasize  the  view  heretofore  expressed  that  if 
this  office  had  not  checked,  at  the  time  it  did,  the  dangerous  opera- 
tions, methods,  and  practices  which  were  in  vogue  with  the  Ri^gs 
National  Bank  prior  to  the  summer  of  1914,  including  the  speculative 
activities  of  the  bank's  five  principal   officers,   whose  borrowings 
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(lai^ely  on  «peculative  securities)  from  their  own  and  other  banks 
about  that  time  aggregated  not  far  from  $1,000^000,  the  effect  upon 
the  bank  and  its  customers  of  the  crisis  which  followed  the  outbreak 
of  the  European  war  might  have  been  extremely  grave.  The  inter- 
vention by  this  office  at  that  time  in  requiring  the  bank  to  clean  up 
and  cease  its  dangerous  and  unlawful  operations  was,  as  I  have  said 
before,  probably  the  best  thing  that  ever  happened  for  the  Riggs 
National  Bank. 

The  figures  which  I  have  quoted  above  show  that  the  Riggs  bank, 
in  5  years  since  it  was  cleaned  up,  in  1914-15,  and  made  to  obey  the 
law  and  to  conform  to  ordinary  business  ethics,  has  ))ro8j)ered  more 
than  four  times  as  much  as  in  tlie  preceding  10  years,  while  it  was  con- 
ducting its  irregular  operations  and  acting  in  defiance  of  Treasury 
regulations  and  the  national-bank  act. 

CONCLUSION. 

» 

Mr.  Chairman  and  gentlemen  of  the  committee,  in  closing  this 
hearing  I  ask  that  you  ignore,  for  the  moment  at  least,  the  clouds  of 
pettiness  and  more  or  less  irrelevant  detail  that  have  been  brought  in 
and  take  one  broad,  comprehensive  view  of  what  seem  to  me  to  be 
the  essential  and  vital  facts.  You  are  to  report  to  the  Senate 
whether,  in  vour  opinion,  the  Senate  should  confirm  mv  appoint- 
ment by  the  ^President  as  (Comptroller  of  the  Currency.  Itere  are  the 
two  facts  to  which  I  respectfullv  ask  your  first  attention. 

First,  As  I  showed  you  in  my  letter  of  the  20th  instant: 

Of  the  85,000  executives  and  employees  of  the  nearly  8,000  national 
banks  under  my  supervision  there  have  thus  far  appeared  before  the 
Senate  committee  voluntarily  to  make  complaints  or  charges  none. 

Of  the  above-mentioned  85,000  officers  and  employees  the  number 
who  have  opposed  my  nomination  before  the  committee  in  response  to 
a  summons  from  the  committee  to  appear  is  1. 

The  testimony  of  that  one  witness  was  proven  to  have  been  un- 
warranted and  untrue. 

Of  the  officers  and  employees  of  the  22,000  State  banks  and  trust 
companies  of  the  country  there  have  appeared  before  the  Senate  com- 
mittee to  oppose  my  cx)nfirmation,  in  addition  to  the  discredited  Stat<* 
bank  official  who  appeared  at  the  meeting  in  February  none. 

The  total  number  of  all  other  adverse  witnesses  appearing  before 
the  committee,  either  voluntarily  or  involuntarily  (exclusive  of  the 
two  attorneys  of  the  Riggs  bank  whose  testimony  as  far  as  it  implied 
criticism  of  mo  or  my  administration  has  been  thoroughly  dissected 
and  refuted),  1. 

This  last  witness  complained  of  the  comptroller's  management  of 
the  receivership  of  a  failed  national  bank.  The  basis  of  his  appear- 
ance was  the  comptroller's  refusal  to  give  an  interpretation  of  a  cer- 
tain legal  agreement  of  the  bank  which  the  comptroller,  through  coun- 
sel, had  requested  the  Federal  court  to  construe  and  had  declined  to 
construe  himself.  As  to  that  failed  bank,  it  is  incidentally  interesting 
to  note  that,  owing  to  the  particularly  efficient  management  of  the 
receiver  under  the  comptroller's  supervision,  it  has  paid  all  depositors 
in  full  with  interest,  and  there  has  been  realized  sufficient  assets  to 
return  to  the  stockholders  more  than  the  par  value  of  their  shares. 
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although  at  the  time  of  the  failure  of  the  hank  the  prospects  were 
extremely  glf)omy. 

Represontativo  McFadden,  of  Ponnsylvania,  also  president  of  a 
small  national  hank«  under  his  protection  as  a  Member  of  Congress, 
on  the  floor  of  the  House,  gave  utterance  to  malicious  and  slanderous 
statements  and  insinuations  against  me.  These  I  immediately  de- 
nounced as  wholly  false  and  without  a  shadow  or  foundation,  and, 
in  a  letter  to  him,  which  I  gave  to  the  press,  I  exposed  his  motives 
and  the  baselessness  of  his  attack:  I  also  showed  he  had  been  under 
severe  criticism  for  may  yeai*a  past  from  five  comptrollers  and 
15  examiners  for  imsound  practices  and  violations  of  Federal  laws, 
and  I  challenged  him  to  come  before  the  Senate  committee* with 
any  complaints  or  charges  that  he  might  make.  He  has  been  fre- 
quently mvited  by  this  committee  at  my  instance  to  come  before  it 
and  present  his  complaints.  This  he  has  not  dared  to  do,  preferring 
to  skulk  shamelessly  away. 

That  is  the  situation.  Surely  all  of  us  must  dismiss  as  absurdly 
impossible  and  scandalous  the  suggestiou  tliat  all  the  national  bank- 
ers of  this  country,  representing  all  the  important  communities  of  all 
the  States,  are  so  abjectedly  terror  stricken  by  me  that  they  dare  not 
present  complaints  or  objections  to  this  committee;  and,  in  sullen 
silence  and  subservience,  submit  to  oppression  or  misgovernment 
invading  their  right  and  endangering  their  intere^its. 

Second.  The  official  public  record  shows  that  the  banks  under  the 
jurisdiction  of  my  office  are  stronger,  cleaner,  safer,  far  more  numer- 
ous, and  far  more  prosperous  than  ever  before  in  the  history  of  the 
country.  They  are  doing,  successfully  and  safelv,  work  more  tre- 
mendous than  ever  has  been  done  by  the  banking  system  of  any 
country.  They  haveend  ured  and  are  enduring,  witnout  flinching 
or  faltering,  the  most  enormous  strain,  burden,  and  t<>st,  in  the  his- 
torv  of  the  world. 

These  facts  are  iiuiispu table.  T  might  be  content  to  stand  on  them 
without  further  evidence  or  argument. 

If  I  had  dared  to  hope  in  1914,  when  I  took  office,  that  after  nearlv 
six  years  of  contact,  among  all  the  25,000  national  bank  officials  with 
whom  I  was  to  have  official  relations,  frequently  under  mutually 
Irving  conditions,  but  one  would  appear,  and  he  involuntarily,  ho 
says,  to  oppose  my  continuance  in  office,  and  that  the  nearly  8,000 
banks  under  my  supervision  would  report  the  high  condition  of 
management  and  safetv  we  see  now,  alter  such  stress  as  we  have 
passed  through,  I  would  have  thought  the  vision  too  bright  to  believe. 
Whatever  the  result  of  this  hearing  may  be,  I  am  humbly  and  deeply 
thankful  that  my  administration  has  been  blessed  with  such  results. 

The  character  and  characteristics  of  the  average  American  banker 
are  familiar  to  all  of  us.  We  know  him  as  a  strong  man,  usually 
a  dominant  force  in  his  communitv,  keenly  intelligent,  quick  to  de- 
tect inefficiency  anywhere,  thorouglily  informed  of  his  le^al  and  per- 
sonal rights  and,  when  there  is  need,  awressive  in  assertion  and  de- 
fense of  them.  If  we  could  imagine  these  men  with  grievances, 
complaints,  or  criticisms  against  the  office  most  intimat^ely  in  con- 
tact with  them  and  most  directly  touching  their  interests,  but  too 
timid  to  put  them  before  a  committee  of  the  Senate,  we  can  not  im- 
agine them  shrinking  from  calling  on  the  newspapers  for  aid.     Yet, 
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SO  far  as  I  have  seen,  the  criticisms  of  the  comptroller's  office  in  tlic 
newspapers  have  been  rare  and  scattered  despite  the  att<*rapt^d  propa- 
ganda.    Your  committee  has  had  before  it  the  discredited  onofin  of 
some  of  it.     Of  the  hundreds  of  correspondents  entitled  to  admission 
to  the  press  ^allerv  and  representing  hundreds  of  newspapers  and 
press  associations  throughout  the  country,  you  have  heard  from  three 
men  avowedly  hostile  to  the  comptroller  and  his  administration. 
One  of  these,  as  it  appears  in  the  record,  was  the  employed  publicity 
agent  of  the  Riggs  nank,  another  an  associate  of  the  local  State 
banker  who  appeared  against  me  and  author  of  a  plan  for  prc*ss 
propaganda  against  me  which  be  was  to  conduct  secretly  at  $250  per 
weeJk.*    The  obscure  positions  of  most  of  the  publications  which  have 
assailed  me  and  the  stero typed  sameness  of  the  wording  and  sub- 
stance of  tlie  articles  they  have  print;ed  indicate  purchase  or  pressure 
too  plainly  for  question.     The   newspapers  representing   the   sub- 
stance an3  .substantial  citizenship  of  the  country  have  refused  to 
participate  in  the  propaganda,  evidence  of  which  the  committee  has 
seen  in  the-record.     It  seems  to  me  that  this  offers  excellent  evidence 
that  the  banking  and  business  elements  of  the  country  are  satisfier* 
with  the  conduct  of  the  comptroller's  office.     If  there  was  dissa tin- 
faction  anywhere,  we  may  be  sure  the  press  would  have  been  invoked 
to  express  it. 

In  addition  to  the  one  national  banker  who  appeared  against  me 
here  out  of  25,000  executives,  there  was  one  other,  already  alluded  to. 
He  made  the  grand  total  two.  He  vocalized  complaint  publidv 
elsewhere,  but  failed  to  mat-erialize  and  sustain  it  nere,  althougli 
he  was  besought  and  challenged  to  come.  This  banker,  completing 
the  tale  of  two  complainants  of  the  host  of  25,000  national-bank 
executives,  is  a  member  of  the  House  of  Representatives  and  chose 
the  floor  of  that  body  from  which  to  voice  liis  grievances  and  accusa- 
tions. He  was  safe  there  from  cross-examination  and  rebuttal,  and 
preferred  to  remain  so.  Apparently  he  considered  that  attempt  to 
vindicate  liis  squarely  and  publicity  disputed  veracity  would  be  an 
unnecessary  and  frivolous  occupation  for  his  time,  talents,  and 
energy.  Although  I  welcomed  the  investigation  he  .sought  in  the 
House  of  Representatives,  I  observe  that  he  has  had  no  better  luck 
with  a  Republican  than  a  DemocTatic  Committee  on  Rules  in  secur- 
ing a  report  on  a  resolution  for  an  investigation  of  my  office  and 
myself.  I  respectfully  ask  your  attention  to  the  following  letter 
which  I  wrote  him  on  July  14,  1919,  which  is  as  yet  unanswenMl. 
The  letter  speaks  for  itself: 

Treasury  Department, 
Washington,  July  14,  19 ir*. 
Hon.  L.  T.  McFadden, 

House  of  Representatives,  Washington,  D.  C. 

Sir:  On  February  15  last,  in  a  public  speech  in  tlie  Hoiuse  of  Ropresentative?, 
part  of  which  was  published  in  various  newspapers,  you  attacked  my  administration 
of  the  office  of  the  romptroller  of  the  Currency  and  expressed  your  purpose  to  a^k  for 
investigation  of  it  by  a  committee  of  the  House  of  Representiitives.  You  added  that 
you  had  heard  rumors  to  the  effect  that  I  had  misused  opportunities  given  me  by  that 
office  for  the  financial  advantage  of  myself  or  my  friends,  aiid  that  you  would  ai?k 
an  investigation  of  these  also.  Later,  on  February  20,  you  sul>8tantially  repeat<*d  t  ln>?»o 
assertions  and  insinuations.  On  both  occasions  1  challenged,  invited,  and  defied  vou 
to  urge  on  the  investigation  of  which  you  spoke  and  declared  my  readinesB  and  eager- 
ness to  meet  it.    My  answer  wa^  sent  to  you  and  received  by  you:  parts  of  it  were 
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printed  in  tho  Cougreeeional  Record  and  the  newspapers,  but  for  reasons  which  are 
not  creditable  to  yourself  you  endeavored  to  suppress  my  letter  to  you  of  March  1 
and  prevent  its  publication  in  the  Congressional'Kecord  when  the  subject  w^as  under 
debate  on  the  fl<x)r  of  the  House. 

The  ne**'  session  of  Congrejs,  controlled  by  the  party  to  which  you  belong,  has  been 
sitting  now  since  May  19 — nearly  two  montns.  I  have  not  until  to-day  seen  or  heard 
of  any  attempt  by  you  to  make  good  your  promise  or  threat  of  investigation  of  the 
comptroller's  office  or  of  my  conduct  in  it.  1  have  seen  you  present  at  sittinf^  of  the 
Committee  on  Hanking  and  Currency  of  the  iSenate,  considering  my  reappointment 
and  heiring  the  testimony  of  those  opposing  my  confirmation.  You  evidently  were 
a  deeply  interested  and  probably  were  a  sorely  disappointed  auditor  and  spectator 
of  the  prfxeediugs  there. 

On  your  responsibility  a«  a  Representative  and  an  individual  you  publicly  uttered 
false  ))ut  serious  accusations  against  the  official  and  personal  character  of  an  officer  of 
the  (io\ernment  holding  a  place  of  some  importance.  The  person  you  assailed  has 
publicly  denounced  your  accusations  as  viciously  false  and  has  defied  you  to  present 
any  evidence  which  you  may  have  on  which  you  baee  them  and  added  that  you  had 
tried  to  do  injury  to  character  and  then  skulked  from  the  consequences  of  your  attempt. 
You  were  fiuther  reminded  that  if  you  knew,  or  honestly  thought  you  knew,  of  any 
reason  why  I  was  unfit  to  hold  office  your  solemn  duty  as  a  citizen  and  a  representa- 
tive of  the  people  was  to  make  those  facts  known  and  cause  inquiry  by  the  proper 
authorities. 

So  far  as  1  may  judge  by  your  acts  you  are  content  to  rest  from  March  1  to  July 
1 4  under  charges  of  falseh(x)d  and  malicious  attempt  to  do  injury  while  avoiding  respon- 
sibility and  of  neglect  of  your  duty,  making  no  attempt  to  reply  to  my  letter  to  you 
of  March  I.  It  included  matter  which,  it  seems  to  me,  would  require  the  attention 
of  any  man  at  all  heedful  of  his  own  reputation  or  nice  in  his  regard  for  personal  honor. 

You  did,  however,  go  into  court  in  the  interim  between  the  sessions  and  sought  to 
eujoin  me  from  an  investigation  of  your  opc*rations  and  your  management  of  the  bank 
of  which  you  are  the  president,  and  especially  to  prevent  me  from  disclosing  to  mem- 
Ihth  of  Congress  transactions  and  oiwrations  of  which  you^ay  well  be  ashamed,  and 
the  tendency  of  which  were  and  ar<»  destn)>dng  the  credit  and  standing  of  the  bank. 
\'ou  impress  me.  therefore,  as  being  far  more  anxious  over  your  job  and  your  jwcket 
than  o\er  your  character  as  a  man  or  official. 

In  the  pHK  eedings  in  court  you  took  oecasion*to  present  the  same  pleas  that  in  one 
way  or  another  you  had  put  before  the  House  and  tne  public,  to  the  effect  that  I  was 
trying  to  injure  the  bank  with  which  you  art*  connected  and  to  gratify  animosity  you 
belicNcd  I  hold  against  you.  The  record  shows  that  I  knew  notliing  of  you  or  your 
sup|>,)sed  advocacy  of  the  abolition  of  the  comptroller's  office  and  knew  nothing  of 
the  details  of  your  mismanagement  imtil  the  chief  examiner  and  the  Peputy  Comp- 
troller of  the  Currency.  b<*lieving  that  your  abuses  unleis  checked  would  jeopardize 
and  ruin  the  bank  and  finding  that  your  repeated  pwmist^s  of  reformation  were  per- 
•sistontly  disregarded,  brought  the  situation  to  my  personal  attention  and  arranged 
tor  a  conference  with  you  in  Washington  in  the  comptroller's  office  in  January  last. 
Till'  recc)rd  show.s  that  whatcner  tn)ublec»  the  bank  may  have  had  and  the  criticisms 
to  which  it  may  have  l)een  subjected  were  mainly  the  direct  results  of  your  miscon- 
duct and  mismanagement  and  your  deliberate  refusal  and  failure  to  comply  with  the 
rules  of  this  department  and  the  laws  and  the  principles  of  sotmd  banking.  You 
have  .sought  to  tie  my  hands  and  protect  yourself  against  the  consequences  of  your 
willful  acts  and  the  re<-kless  handling  of  the  money  of  others  while  using  your  place 
in  Cj.iirrieivs  to  niallgii  and  to  endeavor  to  injure  me. 

You  will  not  be  allo-^ved  to  exet'Ute  these  benevolent  intentions  if  I  can  i>revent. 
The  n^ulu^  of  the  legal  pwceedings  and  pKJcesses  of  the  courts  must  be  awaited.  I 
ha\e  eagerly  awaited  opportiuiity  to  be  heanl  in  relation  to  what  has  been  said  and 
(lone  l)y  you  before  the  Congr(»ss  and  the  public  to  which  I  am  respmsible.  As  a 
pr<»Iinnnary  step  in  that  direction  I  now  renew  my  in\-itation  and  challenge  to  you 
to  urge  on  the  investigation  of  my  personal  and  official  conduct  for  which  you  expre?«ed 
such  acute  anxiety  five  months  ago.  I  observe  with  pleasure  that  to-day  you  pre- 
vsente<l  to  the  Hou.se  a  n?:solution  for  such  an  investigation — the  same  you  offered  Feb- 
ruary 15,  with  some  amplifications,  presumably  representing  the  results  of  your 
excavations  and  in^e.tigations  in  the  interval.  Judgmg  from  the  reports  of  proceed- 
ings in  the  present  House  thus  far,  there  is  a  readiness  to  take  up  everything  in  the 
way  of  an  investigation  of  the  present  administration  that  inay  be  suggested. 

Furthermore,  my  nomination  for  reapjxnntment  is  before  the  Senate.  You  have 
op}K>rt unity  there  to  present  any  e\'idence  you  may  have  to  prove  my  unfitness. 
Permit  me  to  add  at  risk  of  reiteration,  that  certainly  it  will  be  your  duty  to  present 
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to  the  Houfle  or  Senate,  or  both.  ever\'  wrap  of  e\idence  a^inFt  me  you  mav  be  able 
to  find.  However  you  may  feel  about  8ucii  thingB,  1  ha>e  been  taught  to  hold  that 
character  for  truth  and  loyalty  to  d\ity  are  above  any  iroapnable  job  or  iiomtion  *a 
advantage.  That  character  has  been  wantonly  atwailed  by  you.  1  now  c^all  on  you 
to  press  directly  and  urgently  for  the  investigation  you  asked  or  suQ^ested  before  the 
latft  House,  and  now,  after  two  roonthp.  advertise  yourself  as  de3aring  of  my  olEcial 
and  pereonal  conduct.     I  am  ready  for  it  at  any  moment  before  any  competenT  hcxly. 

My  name  is  now  before  the  Senate  committee  above  referred  to.  If  you  distnfft 
the  same  committee  of  the  last  Senate  liecaune  the  majority  of  its  memben*  wen*  not 
of  your  {Kjlitical  party,  that  caufe  (»f  trepidation,  or  pretext  for  shunnic^  the  issue, 
is  remo\ed  now.  The  committee  ix  in  session  and  has  my  cace  )>efore  it  ^th  full 
power  to  command  the  presence  of  ix*rBons  and  the  produe  tion  of  papeiB.  Agz^in  I 
in\ite  and  defy  you  to  go  before  that  body  and  present  to  it  vour  atxinatioiuii  against 
me.  with  whatever  you  have  or  can  find  to  support  them.  T^ia  need  not  ohetrui-i  or 
delay  investigation  of  my  administration  and  myself  by  the  House.  1  will  welcome 
that  also,  will  be  ready  for  it.  1  repeat,  at  any  moment,  and  the  more  quickly  it  is 
ordered  and  l)egun  the  better  plea^ed  I  will  Ix*.  Meanwhile.  howe\er.  the  Senaie 
committee  is  sitting  and  ready  to  hoar,  as  its  dutv  is.  any  chaiges  against  the  appoinief* 
to  an  imjx>rtant  and  re8jK>nsible  office  that  anybody  deeires  to  put  liefore  it. 

I  sul>mit  as  an  unavoidable  altemative#chat  failure  by  you  to  present  your  chargt^ 
and  evidence  to  the  S4*nate  <-omniittee  will  proxe  that  you  distnist  either  the  it^m- 
mittee  or  your  own  case.  I  might  submit,  further,  that  if  you  t^hirk  the  show-down 
to  which  you  are  called  you  will  \)e  in  the  shameful  jxjsition  of  ha\ing  used  your  |)ne»i- 
tion  to  attempt  to  injure  another  man  with  widely  and  carefully  spread  attack^  on 
his  character  which  you  are  ashamed  or  afraid  to  support,  and  for  (*onfirmaiion  of 
which  you  have  no  evidence  you  dare  offer;  but  1  do  not  know  whether  you  are  inter- 
ested in  that  aspect  of  the  case. 

As  you  have  asRailed  me  before  the  Congress  and  the  public.  I  shall  feel  at  lib<»rty 
to  put  this  letter  to  you  at  the  dis(>osal  of  the  newspapers  and  to  endeavor  to  hav»*  it 
punlished  in  the  Congressional  Record. 

I  trust  you  will  be  able* to  underntand  the  position  in  which  you  will  be  if  you 
refuse  or  fail  to  respond  to  thin  <«11. 

John  J^kkltox  Wu-iiaims. 

• 

The  whole  issue  simmers  down,  as  I  see  it,  to  charges  that  I  ma- 
liciously persecuted  the  Riggs  Bank  and  its  officials  in  1915,  and  that 
I  sustained  a  bank  examiner  in  1918  who  had  severely  and  justly 
criticized  two  local  banks  operating  under  Stat^  charters  whose  con- 
dition and  discreditable  operations  for  several  years  past  had  been 
a  source  of  much  solicitude  to  this  office.  This  is  not  so  much  a  trial 
as  an  inquiry  to  ascertain  whether  I  am  a  proper  person  to  be  Comp- 
troller of  the  Ourrency.  If  there  is  in  the  minds  of  any  of  you 
gentlemen  doubt  on  any  c^uestion  bearing  on  that  point,  or  if  you 
leel  that  you  need  further  mformation  to  aid  you  in  reaching  a  con- 
clusion, or  if  any  matter  or  point  lingers  doubtful  in  your  minds, 
or  seems  to  you  to  need  further  clearing — whether  it  be  a  matter  of 
fact  or  of  opinion,  or  in  or  out  of  the  lecord — I  will  be  grateful  to 
you  if  you  will  ask  me,  and  w^ill,  as  I  have  stated  above,  be  glad  to 
answer  as  promptly  and  fully  as  you  desire. 

However,  it  was  indicated  to  me  by  the  chairman  early  in  the 
hearings  that  T  might  be  expected  to  reply  to  every  point  and  sug- 
gestion made  against  me.  That  suggestion  has  required  me,  at  the 
expense  of  your  time  and  mine,  to  reply  in  what  would  ordinarily 
seem  to  be  needless  detail  as  exact  as  possible,  because  my  failure  U^ 
consume  time  denying  obviously  false  or  absurd  complaints  might  be 
construed  as  reluctance  and  inability  to  do  it.  I  hope  you  will 
boliev^e  that  I  have  no' reason  to  dodge  or  evade  anything  and  no  dt^ire 
to  do  it.  I  can  not  imagine  any  question  in  connection  with  inv 
administration  of  the  comptroller's  office  or  my  conduct  in  it  that  I 
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would  hesitate  to  answer  frankly,  or  any  records  of  the  office  which  [ 
would  desire  to  withhold  from  inspection  by  the  proper  person. 

As  to  the  matter  of  the  Cooper  banks,  it  seems  to  me  that  has  been 
covered  quite  thoroughly,  altnough  if  further  hifonnation  regarding 
it  is  desired  I  will  be  glad  to  funiish  it. 

If  I  am  correct  in  my  understanding  of  the  sitaution,  this  leaves 
nothing  to  be  considered  but  Mr.  Hogan's  latest  demonstrations 
here.  He  has  posed  himself  as  the  defender  of  the  banks.  I  notice 
his  friend,  whom  he  vaunted  so  highly,  the  correspondent  of  a  Boston 
financial  weeklv,  agrees  fully  with  Him  as  to  his  importance  and  is 
quite  vivid  and  eloquent  in  descriptive  work  narrating  how  the  fear- 
less Hogan  came  here,  day  after  (lay,  faced  the  cohorts  of  the  comp- 
troller's Oflice  and  fought  for  the  bankers  of  the  country  against  this 
ogre — the  comptroller — the  battle  which  that  editor  asserts  the  banks 
were  too  cowardly  or  indolent  to  fight  for  themselves. 

There  is  an  element  of  humor  in  the  thought  of  a  school  of  whales 
sending  forth  a  minnow  or  a  catfish  to  do  its  fighting;  but  something 
of  the  kind,  on  a  reduced  scale,  seems  to  have  happened. 

You  had  put  before  you  by  Mr.  Hogan  the  other  day  letters  prov- 
ing that  Mr.  Ailes  and  Mr.  Glover,  of  the  Riegs  Bank,  are  taking 
anxiously  eager  interest  in  his  appearances  ana  manifestations  here. 
Possil)ly,  like  Mr.  McFadden,  they  were  made  bashful  by  prospect  of 
cross-examination.  It  may  be  tbat,  having  painful  recollections  of 
former  experiences,  they  feared  Mr.  Hogan  might  have  another 
affidavit  for  them  to  sign. 

However  that  may  be,  I  ask  the  attiMition  of  the  committee  to  the 
evidence  Mr.  Hogan  put  in  this  record  of  the  lively,  if  somewhat 
camouflaged,  part  the  Riggs  Bank  is  taking  in  this  hearing.  I  ask 
that  this  be  considered  in  connection  with  the  former  evidence  that 
the  long  review  of  the  United  States  Trust  Co.  affair  and  of  the 
Tribune  article  put  before  this  committee  was  furnished  by  Mr.  Hill 
another  object  of  Mr.  Hogan's  enthusiastic  eulogy,  the  confessed  pub- 
licity ag(^nt  of  the  Riggs  Bank.  Wth  these  pieces  of  evidence  before 
it  the  committee  may  decide  whether  there  is  not  reason  to  believe 
that,  after  all,  Mr.  Hogan's  appearance  is  really  for  the  Riggs  Bank 
and  that  this  whole  opposition  to  me  comes  from  that  source.  Decid- 
ing that,  the  committee  may  reach  some  conclusions  bearing  on  the 
weight  to  be  given  protests  with  motives  of  anger,  resentment,  and 
malice  so  obviously  behind  and  directing  them.  The  existence  of 
malice  on  the  part  of  the  Riggs  officials,  it  will  be  remembered, 
was  so  dear  as  to  attract  attention  of  Judge  McCoy  and  to  draw 
from  him  mention  in  his  opinion  in  the  Riggs  Bank  case,  both  in  his 
interlocutory  decree  in  Mav,  1915,  and  again  in  the  final  decision  in 
May,  1916.' 

If  this  view  impresses  the  committee,  there  may  come  the  serious 
consideration  whether  it  is  well  to  give  warning  to  all  future  execu- 
tive officials  of  the  Government  that  to  incur  the  hate  or  ruffle  the 
feelings  of  rich  and  entrenched  moneyed  interests  may  mean  official 
assassuiation  following  relentless  and  vindictive  persecution.  I  know 
myseU,  and  my  conscience  is  clear.  Therefore  no  disappointment 
that  could  come  to  me  need  cause  me  so  much  concern  as  the  thought 
that  those  to  follow  me  in  performance  of  the  duties  of  my  present 
office  might  be  awed  to  timidity  or  evasion  in  the  presence  of  rich 
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and  unscrupulous  interests  by  recollection  of  my  experience.  There 
will  be  other  Comptrollers  of  the  Currency  or  officials  charged  with 
the  work  done  by  the  comptroller.  Other  unscrupulous  and  influ- 
ential banks  spending  the  money  of  shareholders  in  their  attacks 
will  challenge  those  officials  to  choose  between  offending  them  or 
dodginff  obligations  to  the, Government,  the  laws,  and  the  country. 

Mr.  Hogan,  self -proclaimed  champicm  of  the  downtrodden  bank- 
ing interests  of  the  country,  frequently  reverting  to  type  and  con- 
ducting his  case  before  this  committee  as  before  the  most  petty  of 
petty  juries,  offered  a  most  surprising  explanation  of  the  silence  of 
the  bankers  on  this  question  oi  my  confirmation,  touching  them  so 
clearly.  His  friend  and  admirer  of  the  Boston  Weekly  thought  it 
was  caused  by  cowardice  or  indolence  or  at  least,  expressed  himself 
to  that  eft'ect. 

The  Hogan  theory  is  that  the  silence  is  a  thunderclap,  that  the 
bankers  oi  the  United  States  could  find  no  louder  means  of  protest 
against  me,  no  more  intelligent  method  of  resistance  or  rebuke  than 
reticence — abstention  from  adopting  resolutions  laudatory  of  me  at 
their  official  gatherings.  I  submit  this  argument  to  the  committee 
as  evidence  of  desperation,  of  cheap  trickery  and  puerility  and  con- 
seauently  of  the  pleader's  recognition  of  tfie  futility  ana  emptiness 
of  nis  own  case.  So  far  as  I  know,  it  never  has  been  the  custom  of 
bankers  of  this  country  to  have  their  assemblages  pass  upon  the 
merits  of  Treasury  Department  officials.  Following  Mr.  Hogan's 
line,  I  might  suggest  tnat  their  silence  proves  they  have  not  the 
mortal  fear  of  me  they  are  represented  as  having,  Hecause  it  is  the 
common  habit  of  the  affrighted  to  seek  to  curry  favor. 

However,  to  meet  that  issue,  trivial  as  it  seems,  I  take  the  hbcrty 
of  submitting  a  few  facts  and  documents.  The  national  bank  sec- 
tion of  the  American  Bankers'  Association  has  done  me  the  honor 
to  ask  me  a  second  time — I  addressed  them  in  1916  at  Kansas  City — 
to  deliver  an  address  before  its  annual  meeting  at  St.  Louis  in  Octo- 
ber, which  invitation  I  have  had  pleasure  in  accepting.  Since  I 
have  been  in  office  I  have  also  had  the  honor  of  addressing,  by  invi- 
tation, the  assembled  bankers  of  Maryland,  Indiana,  Tennessee,  and 
Kentucky,  and  have  been  compelled  because  of  the  exactions  of  my 
official  duties,  much  to  my  regret,  to  decline  cordial  invitations  to 
address  conventions  of  bankers  of  various  other  States,  including 
among  them  Mr.  McFadden's  State  of  Pennsylvania.  In  reference 
to  a  remark  by  Senator  Penrose  before  your  committee  regarding 
dissatisfaction  with  my  administration  among  bankers  of  liis  State, 
I  addressed  him  a  letter  which  I  take  the  liberty  of  introducing  here, 

as  follows: 

Treabury  Department. 
Washingion,  August  18,  JU19. 
Hon.  BoisR  Penrose. 

United  States  Senate,  Washington,  D.  C. 

Dear  Sir:  At  the  hearing  before  the  Banking  and  Currency  Committee  of  the 
Senate  on  July  29  you  8aid  to  the  committee  (p.  706  of  July  hearings):  '1  have 
received  a  vast  number  of  complaints  about  the  comptroller's  office  from  Pennsyl- 
vania. I  suppose  three-fourths  of  the  bankers  in  the  btate  have  written  to  me  com- 
plaining." 

To  that  statement  I  replied:  **I  should  be  ver>'  happy,  Mr.  Cliairman  and  gen- 
tlemen, to  be  given  the  opportunity  of  answering  any  complaints  that  have  been 
made  against  the  comptroller's  office*     I  do  not  think  it  is  fair,  with  all  due  respect 
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for  the  committee,  to  act  upon  ex  parte  complaints  which  arc  not  answered." 
The  end  of  the  sentence  should  have  read  "whicn  I  am  not  given  the  opportunity  of 
answering." 

In  answer  to  that  statement  you  said:  "These  complaints  are  so  unanimous  they 
are  impressive.     I  have  not  gone  into  them  at  all.    ^Iost  of  these  gentlemen  do  not 
want  their  names  known,  because  they  fear  that  things  migfht  be  uncomfortable." 
To  which  I  replied:  '*How  could  they  be  uncomfortable  to  them?" 
You  answered:  **  I  do  not  know.     I  am  not  a  banker  and  do  not  know. " 
I  then  said:  '*I  do  not  believe,  gentlemen,  that  any  member  of  this  committee  is 
willing  to  condemn  a  man  on  an  ex  parte  statement  on  charges  of  which  he  is  entirely 

Y*  ^norant.  I  am  not  willing  to  believe  this  committee  would  be  governed  in  that  way. 
t  would  be  subversive  of  the  most  elementry  principles  of  justice  and  fairness.  But 
we  have  seen  the  character  of  some  of  the  complaints — the  hollow,  shallow,  mocking 
character  of  some  of  the  complaints  that  have  been  filed  with  your  committee. 

'*  I  have  pointed  out  to  you  the  resolutions  which  your  committee  was  informed 
were  passed  by  the  *  clearing-house  association'  of  Winchester,  Ky.,  and  laid  before 
this  committee  in  February  by  an  eminent  distinguished  former  Member  of  the  Senate, 
and  when  he  was  asked  what  *  clearing  house*  passed  that  resolution  he  declined  to 
say.  A  member  of  the  Senate  committee  told  me  subsequently  that  he  understood 
that  the  resolution  came  from  Winchester,  Ky.,  and  I  have  shown  you  that  a  few  weeks 
later  a  national  bank  examiner  wrote  to  me  and  stated  that  he  had  had  occasion  to 
examine  the  national  banks  at  Winchester,  Ky.,  a  few  days  before  and  that  in  the 
course  of  his  examination  he  called  for  the  clearings  in  order  that  he  might  check  them 
up  with  the  clearing  house,  and  the  officer  of  the  bank  to  whom  he  made  the  application 
became  very  much  confused. 

'*He  said,  *  We  have  no  clearing  house  and  never  had  one.* 

"The  bank  examiner  said,  *Have  no  clearing  house?  Who  passed  that  resolution 
which  was  presented  before  the  Senate  condemning  the  Comptroller  of  the  Currency?' 

"His  confusion  increased.  He  said,  *  So-and-so,'  naming  an  officer  an  officer  or 
the  teller  in  the  other  national  bank  of  the  city.  *  He  and  I  got  that  up' — a  resolution 
which  pur{>orted  to  be  a  resolution  of  the  clearing  house  and  was  sent  on  to  Washington 
as  a  resolution  of  the  clearing  house  which  did  not  exist  and  which  had  never  existed. 
He  said,  '  I  got  that  up.  I  am  tired  making  out  those  reports  for  Washington.  I  am 
a  Republican,  anyhow.* 

"That  was  his  excuse  to  a  national-bank  examiner,  whose  evidence  is  in  this  record 
And  there  is  a  'fake*  resolution  of  the  Winchester  clearing  house  laid  before  you  for 
the  purpose  of  influencing  your  judgement  and  your  opinion  by  two  petty  officers  of 
national  banks  there,  and  when  inquiry  was  made  of  the  president  and  directors  about 
that  they  expressed  their  deep  r^^ret  that  anything  of  that  sort  should  have  happened 
and  said  that  they  knew  nothing  of  it  at  all.*' 

The  chairman  asked  me:  "You  do  not  mean  to  imply  that  the  Senator  who  intro- 
duced that  resolution  knew  that  it  was  a  fake?*' 

I  said  to  the  committee:  "I  know  nothing  about  that.  I  told  you  in  the  previous 
hearing  that  the  same  Senator  who  introduced  that  resolution  had  informed  your 
committee  that  he  had  never  received  a  letter  or  word  commendatory  of  the  Comp- 
troller of  the  Currency,  and  that  subsequently,  when  it  was  discovered  that  I  knew 

men- 
read 

to  the  committee  subsequently  by  me,  and  inserted  in  that  record,  in  which  that 
leadiiig  banker,  a  man  who  had  had  40  years'  experience  in  the  banking  business, 
informed  the  Senator  that  he  had  been  in  the  business  40  years,  and  that  he  had 
seen  many  comptrollers  come  and  go,  but  that  he  was  never  aware  of  an  administra- 
tion which  had  been  more  successful  than  the  present  one.  The  letter  was  commen- 
dator>'  throughout.  He  said  that  his  bank  Imd  never  been  put  to  any  hardship, 
and  that  he  welcomed  the  examinations  which  were  being  made,  which  were  calcu- 
lated to  improve  and  strengliten  their  position.  And  he  saidj  *  In  order  that  you  may 
see  that  I  am  not  governed  by  partisan  motives,  I  am  a  rock-nbbed  Mckinley  Repub- 
lican, and  always  expect  to  be.  But  I  think  it  is  only  fair  to  the  comptroller  that  I 
should  ^Tite  you  as  I  am  doing.' 

"  Wlien  the  Senator  stated  to  your  committee  that  he  had  never  received  or  heard  a 
commendator}'  word  about  the  comptroller  he  was  in  possession  of  that  letter,  freshly 
received.  I  mention  the  Winchester  resolution  as  indicative  of  the  secret  propaganda 
against  the  comptroller's  office. 

*  Without  boasting,  I  desire  to  say  that  the  comptroller's  office  is  in  receipt  of  hun- 
dreds of  letters  from  all  over  the  country,  from  Republicans  and  Democrats  alike, 
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regardless  of  political  affiliationB,  eonunendin^  and  approving  in  the  highest  tenns 
the  methods  and  policies  which  have  been  instrumental  in  achie\'ing  the  results 
which  have  been  obtained  in  the  past  five  or  six  crucial  years." 

Part  of  this  colloquy  was  published  in  the  newspapers.  Doubtless  you  have  noticed 
the  avidity  with  which  some  correspondents  have  put  into  print  every  suggestion 
that  might  tend  to  discredit  me  or  my  administration  of  the  comptrollership.  Aside 
from  that  and  for  reasons  which  will  present  themselves  to  you  naturally  I  am  interested 
in  your  summarv  of  the  feeling  toward  me  among  the  Pennsylvania  banks.  I  realize 
that  your  remark  was  casual  and  know  how  eav^y  it  is  for  a  small  minority  of  any  class, 
by  clamor  and  aggressiveness,  to  impress  the  belief  that  they  are  the  majority  or  the 
whole.  Therefore  I  am  taking  the  liberty  of  asking  that  you  will  do  me  the  favor  to 
analyze  the  facts  of  the  complaints  and  protests  of  which  you  spoke. 

June  30  of  this  year  there  were  1,383  national  and  State  banks  in  Pennsyhnnia. 
I  think  you  will  ascertain,  by  a  little  inauiry,  that  you  were  mistaken  in  thinking 
that  three-fourths  of  these,  which  would  oe  1,037,  have  complained  to  you  against 
me.  I  ask  you  further  to  consider  that  men  of  the  standing  and  intelligence  of  the 
average  Pennsylvania  banker  are  not  likely  to  be  timid  or  fearful  of  shadows.  The 
opportunity  to  be  rid  of  me  with  presentation  of  tangible  or  definite  charges  or  com- 
plaints was  wide  open  before  them  while  the  Banking  and  Currency  Committee  was 
taking  evidence  in  the  matter  of  my  nomination  and  inviting  all  to  state  their  griev- 
ances. My  own  belief,  in  which  I  am  sure  you  will  coincide,  is  that  the  bankii^: 
people  of  iPennsylvania  are  made  of  sterner  stuff  than  to  be  content  to  express  their 
wrongs,  or  to  do  their  duty  as  citizens  in  aiding  in  the  deposition  of  an  unfit  or  danger- 
ous official  (especially  with  such  opportunity  before  them )  from  the  hiding  place  of 
anonymous  or  vague  statements  of  dissatisfaction.  I  think  you  will  agree  with  me 
that  their  impulse  and  instinct,  if  they  felt  they  were  oppressed  or  dealt  with  unjustly, 
would  be  to  oppose  their  emeny  in  the  open  and  undertake  to  overthrow  him  with 
facts. 

As  you  have  heard,  or  will  see  in  the  record,  of  the  1,383  banks  in  PennsyK'ania 
direct  opposition  to  my  confirmation  came  from  one.  As  you  know,  he  is  a  Member 
of  the  House  of  Representatives,  but  failed  to  answer  my  challenge  several  times 
repeated,  to  go  before  your  committee  and  state  his  case.  To  the  time  of  this  writing 
he  has  refused,  or  fail^  to  push  the  investigation  of  my  conduct  and  character  which 
he  so  boastfully  promised.  My  urgent  demand  that  he  make  his  promise  good  is 
unanswered.  lie  has  applied  to  a  United  States  court  in  Pennsylvania  for  an  order 
to  restrain  me  from  demanding  access  to  the  records  of  his  bank  for  criminal  or  other 
prosecution  and  to  prevent  me  from  requiring  him  or  other  officers  of  his  bank  to  be 
witnesses  against  themselves,  and  further  from  disclosing  any  of  its  affairs  to  '*  Members 
of  Congress"  or  others.  B'or  the  proponent  of  a  resolution  of  investigation  he  seems 
to  be  somewhat  shy  of  investigation. 

The  record  of  your  committee  will  prove  to  you  that  he  is  far  from  being  a  repre- 
sentative of  the  men  or  the  methods  of  banking  in  his  State. 

On  the  other  hand,  I  have  letters  from  banks  in  Pennsylvania,  large  and  small, 
commending  my  work  as  comptroller,  and  some  men  of  your  own  party  have  written 
me  that  they  have  written  you,  without  su^estion  from  me  and  without  my  knowl- 
edge, strongly  commending  my  administration. 

1  state  further,  as  a  fact  to  be  proved  or  disproved  from  my  official  files,  that  in  the 
more  than  five  years  of  my  administration  as  comptroller  not  one  instance  of  oppression 
or  injustice  has  been  shown.  1  could  not  believe,  and  you  could  not  believe  that  all 
the  bankers  of  this  country  are  cowards,  to  crouch  under  an  imjust  lash  and  answer 
it  only  with  suppressed  whimperings. 

It  is  true  that  some  few  complaints  against  this  office  have  come  to  my  knowledge 
from  State  banks,  which  are  not  under  my  jurisdiction.  Some  of  these,  of  unquestion- 
able chara(!ter,  have  thought  that  in  public  statements  I  have  discriminated  in  favor 
of  national  banks  by  showing  that  the  casualties  among  national  banks  were  less  in 
proportion  than  among  the  State  banks.  I  have  given  the  facts  it  was  necessary  to 
give  and  that  the  law  expects  me  to  give.  I  have  kept  in  view,  also,  the  hope  that 
the  system  of  State  bank  examinations  might  be  brought  to  the  same  efficiency  and 
strictness  that  have  contributed  to  the  gratifying  conditions  we  now  have  among 
national  banks,  promising  the  disappearance  of  mismanagement  and  feihires. 

It  is  possible  that  some  echo  of  these  complaints  may  have  reached  and  misled  you. 
State  bank  examiners  themselves  have  prot^ed  against  the  methods  of  thus  office,  and 
I  am  informed  that  some  of  them  in  a  recent  assemblage  adopted  resolutions  favoring 
abolition  of  the  comptrollership.  Yet  you  have  seen  in  your  own  State,  and  very 
recently,,  the  tragic  and  distreasmg  results  of  laxity  in  supervision  of  State  banks  hold- 
ing important  positions  and  supposed  to  be  under  the  best  management. 
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Nothing  is  more  natural  or  inevitable  than  resentment  of  supervision  by  citizens 
of  position  and  influence  unaccustomed  to  criticism.  My  hope  and  belief  are  that 
when  vou  analyze,  as  I  have  ventiured  to  suggest^  the  complaints  of  which  you  spoke, 
you  will  find  them  to  be  from  those  who  have  fallen  under  restraint  necessary  fw  their 
own  safety  and  the  public  welfare,  and  from  their  associates  and  friends:  and  from  State 
banks  restive  under  implied  criticism  for  the  lax  examination  methods  to  which  they 
are  accustomed  but  which  they  now  realize,  doubtless,  may  be  attended  by  sad  and 
destructive  consequences. 
Yours,  very  truly, 

John  Skeltok  Williams. 

As  I  have  no  reply  to  this,  I  assume  that  Senator  Penrose  ascer- 
tained, on  inquiry,  that  the  gentlemen  from  whom  he  had  heard 
could  present  no  tangible  complaint  and  simply  had  been  asserting 
the  inalienable  Anglo-Saxon  privilege  of  general  dissatisfaction  with 
the  Government.  It  is  inconceivable  that  tne  Senator's  constituents — 
men  of  intelligence,  patriotism,  and  responsibility — ^would  have  feared 
to  present  to  him  any  serious  accusations  they  might  have  had  in  con- 
nection with  a  matter  so  serious  as  the  conduct  of  the  comptroller's 
office,  especially  at  a  time  so  critical  as  this. 

A  few  of  the  many  commendatory  and  very  gratifying  letters  which 
have  come  to  me  from  all  parts  of  tte  country  1  have  taken  the  liberty 
of  bringing  to  your  attention  in  the  early  part  of  this  statement  in 
answer  to  Mr.  Hogan's  suggestion  of  *' ominous  silence."  Let  me 
invite  your  attention  to  the  fact  that  the  only  letter  which,  as  far  as 
I  haveleamed,  Mr.  Hogan  has  been  able  to  find  critical  of  this  office 
for  use  in  his  personalhr  conducted  propaganda,  and  which  he  had 

Srinted  and  has  been  sending  out,  was  a  three-year-old  letter  from  a 
lorth  Dakota  banker  complaining  that  banks  were  leaving  the  na- 
tional system  and  convertmg  into  State  banks.  In  August,  1919, 
while  Mr.  Hogan  was  scattering  that  letter,  that  North  Dakota  banker 
made  formal  application  to  this  office  for  permission  to  convert  his 
State  bank  into  a  national  bank! 

I  ask  consideration  of  all  these  facts  and  letters  in  connection  and 
contrast  with  the  adverse  letters  mentioned  in  former  hearings,  but 
not  produced,  by  Senator  Weeks,  and  the  letter  from  a  banker  in 
Nebraska,  not  introduced  here,  but  presented  by  Representative  Mc- 
Fadden  as  a  part  of  the  smoke  screen  which  he  threw  up  in  the  Con- 
gressional Record  a  few  days  ago  to  cover  a  retreat  which  impressed 
me  as  ignominious. 

You  gentlemen  doubtless  noted  that  the  greater  part  of  Mr.  Hogan's 
most  recent  utterances  before  you,  to  which  I  have  had  access,  was  a 
quibbling  defense  of  the  Ri^s  Bank,  curiously  mixed  with  nibbling 
attacks  and  outbursts  of  malice  against  me.  1  have  answered,  from 
the  records,  every  point  I  could  discern  and  identify  as  bearing  on  the 
case.  As  to  the  perjury  case,  I  did  not  participate  m  that  prosecution 
nor  instigate  it.  My  only  interest  in  that  phase  has  been  to  demon- 
strate that  when  I  denied  such  participation  1  told  the  literal  and  exact 
truth.  Mr.  Untermyer  sustains  me.  The  records  sustain  me.  The 
only  basis  for  the  attempt  to  contradict  me  is  the  unfounded  surmise 
of  Afr.  Hogan,  whose  testimony  on  other  points  is  so  thoroughly  dis- 
credited or  disproved. 

Your  committee  will  find  additional  evidence  of  Mr.  Hogan's  des- 
peration, his  malicious  disregard  of  facts  and  ignorance  in  the 
large  promises  he  made  of  what  he  would  prove  if  he  could  but 
have  access  to  my  personal  diary  and  certain  records  of  the  Treasury 
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Department.  In  passing,  it  is  appropriate  to  ^ote  the  line  not«  of 
chivalric  scorn  struck  by  Mr.  Hogan  m  describing  the  refusal  of  the 
Riggs  Bank  officers  to  buy  from  an  unidentified  thief  transcripts  of 
my  private  diary.  It  is  difficult  to  avoid  the  cynical  reflection  that 
the  proposed  purchase  might  have  been  expensive  and  probably 
would  have  brought  the  pmrchasers  within  the  purview  of  the  criminal 
law  for  buving  stolen  goods.  Mr.  Hogan,  acting  here,  as  seems  to  be 
established,  with  the  warm  approval  and  active  connivance  of  the 
Riggs  Bank  officials,  found  a  cheaper  and  safer  way.  He  would  not 
buy  my  private  diarjr,  but  he  undertook  to  use  the  incautious  confi- 
dence of  the  thief  to  induce  this  conmiittee  to  secure  the  little  book 
for  him.  It  was  produced  promptly  and  put  at  the  committee's  dis- 
posal, with  results  which  you  know.. 

The  Treasury  Department  records,  from  which  so  much  of  star- 
tling and  damning  revelation  was  promised  by  the  sanguine  Hogan, 
were  producedpromptly,  and  you  saw  them.  I  submit  that  these  in- 
cidents arc  sufficient  to  show  the  character,  the  motive,  the  animus, 
and  the  instigation  of  this  opposition  to  me.  They  seem  to  me  con- 
clusive evidence  of  furious,  imscrupulous,  implacable  malice,  in  ad- 
dition to  the  previous  evidence  on  which  Judge  McCoy  based  his 
opinion  on  malice. 

Now,  gentlemen,  I  congratulate  you  on  the  fact  that  I  have  finished 
unless  you  wish  fmrther  information  or  testimony.  I  regret  that  I 
have  ^een  the  involuntary  cause  of  so  much  trespass  on  your  time, 
attention,  and  patience.  I  thank  you  sincerely  for  the  kindness  and 
consideration  you  have  shown  me  in  throwing  the  doors  wide  open, 
inviting  aU  accusers  and  complainants,  and  giving  me  full  opportu- 
nitv  to  answer. 

1  regret  that  the  few  adverse  witnesses  who  have  appeared  have 
taken  advantage  of  the  freedom  allowed  them  and  have  so  abused  the 
opportunity  by  making  and  giving  publicity  to  accusations  wholly 
and  maliciously  false  and  whicn  they  did  not  even  pretend  or  attempt 
to  corroborate.  The  fidelity  and  integrity  of  my  administration  has 
never  been  and  can  not  be  truthfulty  questioned.  The  facts  also 
seem  to  show  that  its  efficiency  has  been  high — ^I  may  add,  I  think 
the  records  show,  unprecedently  high — and  that  in  execution  of  my 
purpose  and  aim  to  aid  as  far  as  I  could  in  keeping  the  banks  of  the 
country  under  my  supervision  safe  and  useful  and  in  position  to 
meet  unprecedented  demands  upon  them  in  those  world-racking 
times  I  have  not  been  disappointed. 

I  have  tried  to  follow  out  to  the  last  ramification  and  meet  fairly 
and  squarely  every  charge  and  insinuation  against  me.  My  office  has 
nursea  to  health  and  strength  with  tireless  energy  strong  banks  which 
had  been  made  weak  and  sicklv  by  misfortune  or  mismanagement, 
but  the  authorities  of  which  snowed  honest  purpose  of  amending^ 
•We  have  been  severe  where  that  course  was  necessary.  So  far  as  1 
can  discover,  the  real  provocation  for  all  this  protest  is  my  determi- 
nation that  it  was  not  oecoming  nor  prudent  to  me,  representing  the 
Government  and  law,  to  approach  and  remonstrate  with  those  who 
would  put  their  own  judgments  and  customs  and  selfish  aims  above 
the  law  in  a  bondman's  key,  with  bated  breath  and  whispering 
humbleness. 

Respectfully  submitted. 

John  Skelton  Williams* 
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